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THE PROSPECTS IN 1954 


CONOMIC forecasting is always a hazardous and 
Hz occupation and it has hardly ever been more 

so than at the present time when the economy seems to be 
evenly poised between a continuing slow advance and a possible 
recession. Moreover, there are a number of important factors 
which can easily tip the scales in the direction of loss of trade but 
the magnitude of which is subject to great differences of opinion. 
Searching and anxious looks are being cast at events and prospects 
in the United States; speculation is rife about the future trends in 
costs and prices in this country, and any estimate of the course of 
activity in Britain during 1954 must involve, amongst other things, 
a judgment on these two difficult issues. However, economic 
trends are not sensitive to such occurrences as the end of one year 
and the beginning of another, and an assessment of the possi- 
bilities of 1954 must therefore be based substantially on the 
happenings of 1953. 

The past year saw a full recovery from the recession which 
affected the textile and other consumer goods industries in the 
previous year. Building activity was at a high rate throughout and 
when the final figures are available they will no doubt show that 
more than 300,000 new houses were completed during the year. 
Steel output achieved record levels in each month of the. year. 
Coal production flagged somewhat but an exceptionally mild 
autumn allowed adequate winter stocks to be built up. The level 
of industrial production, including building and mining, will prob- 
ably prove to have been some 3 or 4 per cent higher in 1953 than 
in 1952 and an odd 1 or 2 per cent above 1951. All this means that 
the volume of output and work done last year was the highest ever 
achieved in this country. Unfortunately, exports did not keep pace 
with output and the additional production forthcoming last year 
went wholly to the home market. 

The engineering and metal-using industries which, since the 
war, have been in the vanguard of expanding industries remained 
on the whole fairly static in 1953. The output of the passenger car 
and aircraft industries grew substantially, it is true, but there were 
many examples of engineering output at a lower level than in 1952. ` 
Engineering exports appear to have declined slightly last year, and 
this is particularly. unfortunate since these were expected to 
provide the. lion’s share of the balance of payments’ target of a 
surplus of £250 to £300 million per annum. Prices on the whole 
were very stable during the year; import prices declined in the 
early months but this trend appears to have spent itself. Judging 
by the results in the first half of 1953 and such indications as have 


|. been, forthcoming since, a small ‘surplus should have- been 
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achieved on the balance of payments position 
compared with a sizeable one of {£170 million 
in 1952. Thanks partly to United States aid, the 
gold and dollar reserves were higher by about 
£200 million compared with the end of 1952. 
Our views on the prospects for 1954 must be 
coloured by the facts detailed in the preceding 
paragraph and also by our guesses on the timing 
of a number of possibilities. Perhaps the most 


important of these is a recession in the UBA: 


one prominent British economist has given his 
opinion that this is already on the way and short 
of prompt action on the part of the United States 
authorities this recession could assume substantial 
proportions by the second half of 1954. On the 


other hand, neither the United States Govern-- 


ment nor the majority of American economists 
appear to be particularly worried by the prospects, 
at least if one judges from public utterances. 
Industrial production has fallen in the U.S.A. 
‘during the last two or three months and there are 
signs of over-production in the industries making 
consumer goods. There is little evidence so far 
of a falling off in the rate of investment or in the 
rate at which firms are proposing to invest, 
although defence expenditures may fall some- 
what from the high levels of 1953. But the 
àbsorptive capacity and flexibility of the United 
States economy is remarkable and the many 
prophecies of an American recession which have 
been made since the war have nearly all proved 
to be wrong. 

It could well be, of course, that what is happen- 
- ing now is the forerunner of a recession in the 


consumer goods industries such as this country 


experienced for a few months in 1952 and from 
which it emérged in a more healthy condition. 
(And, in any case, its full effects are not likely 
to be felt until the second half of the year.) 
Even so, such a small depression could have 
rather serious effects on the sterling area’s gold 
and dolla reserves without affecting the level 
of United Kingdom production unduly. ‘This 
_ is the view which is taken in the following 
paragraphs. 

Equally difficult assessments have to be made 
on thé likely levels in costs and exports. There 
has been an accumulation of evidence lately 
which shows that British exports are meeting real 
_ difficulties in many markets. Supply difficulties 
no longér make it necessary to quote long 
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delivery dates but Germany and Japan, possibly 
on price grounds, are making appreciable head- 
way even in our traditional markets. Complaints, 
too, are heard that our export competitors are 
giving exceptionally favourable credit terms. To 


d 


retain, and even more important, to expand our: 


export trade, prices will have to be reduced and 
industry — perhaps with the help of the Govern- 
ment and financial institutions — must be pre- 
pared to give longer credit. 

World trade as a whole is expanding although 
our -share has declined recently. The claims for 
higher wages and the disruptive action which has 


occurred and which is contemplated to back up ` 


these claims, fit in very badly with the need to 
reduce prices. Moreover, a study of company 


accounts shows that the textile firms have more: 


or less regained their 1951 level of profits but 
those for engineering concerns are tending to 
fall. Raw material prices are no longer falling and 
little relief to manufacturing costs can be 
expected from this quarter next year. In so far as 
Britain has lost trade because of import restric- 
tions, the raising of these restrictions will 
materially assist exports and more should -be 
sold to Australia in 1954 than in 1953 for this 
reason. ) 
A small rise in wages cost of not more than 
4 or 5 per cent could be offset by a rise in pro- 


duction of about 3 per cent and herein, perhaps, 1 
lies the solution to the difficulty. Even so, the\ 


outlook is not very bright and preoccupation 
with the balance of payments position is likely 


to be a feature of 1954. It has already been stated 


that rationing will come to an end in the middle 
of the year and there is every indication that the 
home market will be adequately supplied with 
goods. Indeed, the pull of the home market may 
detract from export effort and this could be 
another potential danger to the economy. 

What, then, it may-be asked, does all this 
signify? An uneasy and difficult year in many 
ways. Nevertheless, there is reason to think that 
the challenge to increased competitiveness in 
overseas markets will be taken up. As yet the 


state of mind of the nation is one of surprise at 
the new conditions. It will no doubt be succeeded - 


by one of determination. If this happens we can 
expect production and welfare both to rise — 
albeit at a slower pace than in the palmy days of 
a sellers’ market. 
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THE LANDLORD AND TENANT BILL : 


Provided he complies with the complicated 


which was published shortly before Christ- Procedural requirements of the Bill, the land- 


T= Landlord and Tenant Bill, the text of 


mas, contains a large number of miscel- 
laneous provisions which constitute a consider- 
able alteration in the law of landlord and tenant. 
There is one notable omission. The Leasehold 
Committee’s final report! contained a recom- 
mendation that a code of standard covenants 
(including ‘covenants as to repair) should be laid 
down and that this code should apply automatic- 
ally to leases unless expressly excluded. The code 
would be a sort of “Table A’ for landlords and 
tenants, and would resolve the doubts which now 


` sọ frequently arise as to the respective duties and 


liabilities of landlord and tenant when the lease 
is silent on the matter. In its Whité Paper on the 
Leasehold Committee’s report, published in 
January 1953,2 the Government accepted the 
principle of a standard code of covenants but 
. expressed the intention to take expert advice 
before formulating such a code. 

At present the Rent Acts do not apply to a 
tenancy where the rent is less than two-thirds of 
the rateable value. Most residential tenancies for 
long periods, i.e. for periods exceeding twenty- 
one years, are at a rent below that minimum and 
accordingly the tenant does not become a 
statutory tenant on the termination of his lease, 
although he would have done so had the rent 
been higher. As the previous Government had 
not decided on its permanent policy in relation 
to rent control, it passed the Leasehold Property 
(Temporary Provisions) Act, 1951, which oper- 
ated as a temporary standstill pending the passing 
of more permanent legislation. That Act allowed 
the tenant to continue on the same terms as 
before for a limited period. Part I of the new Bill 
is intended to replace those temporary provisions. 

On the expiration of the contractual term the 
tenant: continues to hold the property on the 
same conditions as before (clause 3 (1)), but he 
can give one month’s notice to terminate. If the 
- rent covers non-residential, as well as residential, 
“premises, the rent is to be apportioned to the 
residential part, for it is to residential property 
that Part I of the Bill applies. 


+ Cmd. 7982 H.M.S.O., 4s net. 
3 Cnid. 8713 H.M.S.O., od net. 


lord may apply to the County Court for possession 
on any of the grounds, broadly speaking, which 
warrant the granting of possession to a landlord 
under the Rent Acts, subject of course to the 
Court being satisfied that it is reasonable to accede 
to the application. The landlord can apply on a 
further ground, namely, that he proposes to 
demolish or reconstruct the property for the 


. purpose of redevelopment (Section 12). 


Assuming that he does not require, or does not 
think he can obtain, possession, the landlord can 
serve a notice on the tenant proposing a ‘statutory 
tenancy’, which in general will confer the same 
protection on the tenant as a statutory tenancy 
under the Rent Acts. The terms of the statutory 
tenancy (other than the security of tenure con- 
ferred by the statute) will be such as may be 
agreed between the parties—or by the County 
Court if they fail to agree. It is the landlord who 
has to bring the matter before the Court if there 
is failure to agree. He cannot apply to the Court 
before the expiration of one month after he served 
the notice on the tenant. On the other hand, if 
agreement has not been reached — and no appli- 
cation made to the Court — within four months 
after the notice, the notice ceases to have effect. 

The two parties may agree to the carrying out 
by the landlord of ‘initial repairs’ as a term of 
the statutory tenancy. If the landlord applies to 
the Court and specifies repairs which he is pre- 
pared to carry out, the Court may order that 
repairs be carried out provided they are not in 
excess of those specified, and provided that they 


are no more than necessary to put the property 


into ‘good repair’. Those initial repairs required in 


-consequence of the tenant’s failure to fulfill his 


obligations under the former lease are called by 
the Bill ‘accrued tenant’s repairs’. The landlord 
is to be entitled to recover from the tenant the 
réasonable cost incurred by the landlord in carry- 
ing out the accrued tenant’s repairs. This lia- 
bility of the tenant may be discharged by instal- 


ments. The First Schedule to the Bill contains 


elaborate provisions dealing with the tenant’s 
liability to refund to the landlord the cost of 
initial repairs; they are not so elaborate, however, 
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as to indicate their effect for income-tax, par- 
ticularly as regards maintenance relief. 
Clause 15 must be absolutely unintelligible to 
anyone who is unaware of the decision in Knights- 
bridge Estates Ltd v. Deeley ([1950] 2 K.B. 228 
(C.A.)). Its sole purpose is to reverse that decision. 
Thus, where a tenant under a long lease at a low 
rent has sublet the whole or part of the property 
in such circumstances that the subtenant is pro- 
tected by the Rent Acts as long as the long lease 
lasts, he will not lose that protection merely by 
reason of the termination of the long lease. The 
clause is of limited application where the sub- 
tenancy is created after the commencement of 
the Act, i.e. after September 1954. In such a case, 
if the sub-tenancy is created out of a long tenancy 
in respect of which either of two stated conditions 
were fulfilled at the time of creation, clause 15 will 
not apply unless the sub-tenancy is created with 
the landlord’s consent. ‘The two conditions ere: 
(a) that a notice to terminate the long tenancy 
has been given under clause 4 (1) of the Bill, 
i.e. a notice by the landlord; or 

(b) that the long tenancy is being continued 
under clause 3 (1). 

Part II of the Bill constitutes a GE for 
business tenants. ‘Business’ is defined as including 

‘a trade, profession or employment and includes 

any activity carried on by a body of persons, 

whether corporate or unincorporate’.- 
Part II does not, however, apply to agricultural 
-holdings, mining leases, or, in general, leases of 
licensed premises, nor to a tenancy which, 
broadly speaking, is for a term not Ge 
three months. 

A tenancy within Part IT is not to come to an 
end unless. it is terminated in accordance with 
the provisions of Part IJ. It may terminate on 
notice by the tenant, or by his surrender or 
forfeiture. ‘The landlord may terminate by notice 
of not more than twelve months and not less than 
six months’ duration, expiring on a date not 
earlier than the one on which the landlord could 
have terminated the tenancy if the Act had not 
been passed. The landlord’s notice must require 
the tenant to say whether he will give'up posses- 
sion, and it must also contain an intimation that 
the landlord will oppose an application by the 
tenant for a new tenancy, stating the grounds 
of such opposition. The permissible grounds of 
` opposition are numerous (clause 30). 
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The.tenant may apply for a new tenancy where 
his current tenancy is for a term of years certain 
exceeding one year. Clause 29 empowers the 
Court to grant a new tenancy on such terms as it _ 
considers reasonable, not to exceed fourteen years 
in duration (clause 33). The appropriate Court is 
the County Court except where the rateable value 
is £500 or more when the High Court is sub- 
stituted (clause 59). 

The provisions for compensation for improve- 
ments contained in the Landlord and Tenant Act, 
1927, are modified by Part ITI of the present Bill. 
The modifications are relatively minor in charac- 
ter. Clause 46 abolishes the exclusion from com- 
pensation of improvements made in pursuance of 
a statutory obligation or made within three years 
of the termination of the tenancy. The clause’ 
applies only to improvements begun after 
September 1954. Contracting out of the pro- 
visions for compensation for improvement is still 
further restricted -by clause 47, while the periods 
in which claims for compensation are to be made 
are shortened by clause 45. 

Part IV of the Bill contains a number of miscel- 
laneous amendments of varying degrees of im- 
portance. Clause 49 greatly extends the scope of 
thé Leasehold Property (Repairs) Act, 1938, an 
Act which restricts the enforcement of repairing 
covenants against tenants. At present that Act is 
confined to leases of twenty-one years or more of 
dwelling houses of a rateable value below £100, 
and applies only where there are still at least five 
years to run. Under clause 49 the Act will apply 
to all lettings (other than agricultural holdings) 
for seven years or more, where there are Ge 
at least three years to rm, 

Clause 50 extends the scope of Section 84 of 
the Law of Property Act, 1925, under which 


‘restrictive covenants can in certain. circumstances 


be abolished. Clause 52 extends the power of a 
landlord to determine a tenancy when the tenant 
cannot be found. . 

Where a tenant is refused a new tenancy under 
Part II and broadly speaking the refusal is not 
due to some default on his part, he may be given 
a fixed amount of compensation; twice the rate-. 


able value if his business has been carried on in- 


the property for the. Preceding fourteen years; 
the rateable value in other circumstances, The 
provisions in the Landlord and Tenant Act, 1927, 
for comperisation for ‘goodwill, are repealed, 


January 2nd, 1954 


_ THE ACCOUNTANT $ 


‘DISCOVERY’ AND INCOME TAX 


be T. J. SOPHIAN 


the subject of “discovéry’ is the decision in 
l Bol Beatty v. CI.R. ([1953] 32 A.T.C. 
345.) The assessments in this case were made 
under Section 18 of the Finance Act, 1936 (now 
Sections 412-414 BEER IV) of the Income 
Tax Act, 1952). 

In the case mentioned a company had been 
incorporated by Lord Beatty’s half-brother and 
the shares and debentures in the company were 
transferred to Lord Beatty. The Commissioners 
were given full information as to the transaction, 
but each year they .asked .for particulars of 

| transfers by Lord and Lady Beatty, when in fact 


Të most recent addition to the case law on 


there had been no such transfers, and they made 


protective assessments. It was not disputéd that 
the facts resulted in Lord Beatty becoming charge- 
able to tax, but it was-argued that as the relevant 
facts had been disclosed, the failure to appreciate 
their relevance could not result in ‘discovery’ 
when their relevance ‘was later understood. 
The Court likened the case to that of a man 
who found a diamond on his land, but who 
thought it was a piece of glass. In such event 
there would be ‘discovery’ of the diamond. The 
Commissioners had suspicions that there were 
omissions and they had acted on those suspicions 
by making protective assessments. The exact 
-grounds of the. suspicion, that there had been 
transfers by Lord and Lady Beatty, were erron- 
eous; but these suspicions were nevertheless 
correct and were justified by the facts alréady 
known o them. The Commissioners, in fact, had 
arrived at the correct result but not by the-proper 
deduction from the facts. As Mr Justice Vaisey 
put it, the surveyor had not to discover thé exact 
quality or quantity of the omission; it was 
sufficient if he were to find that there had been 
Some omission. The discovery need not be a 
complete and detailed or accurate one. Where 
the Commissioners had found out, or thought 
they had found’out, the existence of an omission 


or other error, it was not necessary for them to 


have probed the matter to its depth. - 


d p Other Important ‘Discovery’ Decisions - 


It may be of interest to examine some of the - 


more important decisions on ‘discovery’. ‘The 
provisions as to. ‘discovery’ previously contained 
in Section 125 of the Income Tax Act, 1918, are 
` flow to be found i in Section SE of the Income Tax 
A ct; 1982 ge al, , EE 


.. One may, without further comment, pass by 
the decision of the House of Lords in Rex v. 
Kensington I.T.C., ex parte Aramayo ([1913] 
3 K.B. 870; [1916] 1 A.C. 215). In that case a . 
householder resident in Kensington carried on 
trade in the City of London and was formerly 
álso a member of a foreign firm (which carried 
on no trade and owned no possessions in the 
United Kingdom), and he received: profits from 
the business of the foreign firm in the City of 
London. The House of Lords held that the 
Kensington Commissioners had no jurisdiction 
to, assess. him in respect of such profits,-and that 
the Commissioners for the City of London were 
the proper authority to make the assessment. _ 

.The meaning of the word ‘discovery’ was 
considered in this case, and it was held not to 
mean ‘ascertained by legal evidence’. (This case 
is further referred to on-page 6.) 


Disallowance of Writing Down of Doubtful 
. Debt 


In Anderton & Halstead Ltd v. Birrell Greter 


10 A.T.C. 270; 16 T.C. 200) the appellants were 
assessed under Schedule D for the year 1921-22 
and 1922-23 on the basis of the writing down in 
two years successively of a doubtful debt. This 
was done by agreément with the Inspector who i 
had all the facts before him. - 

Subsequently, the writing down was disallowed 
and additional -assessments were miade. The 
ground put forward was hat vu had since comé 
to the knowledge of the Inspector that the 
appellants had allowed their debtors to increase 
their indebtedness to them. On appeal, the 
Commissioners were not satisfied that the debt 
or any part of it had been proved.-to be a doubtful 
debt and they confirmed the additional assess- 
ments. On further appeal the Court held that the 
right question had not’ been consideréd; that ` 
question was whether there had been ‘discovery’ 
within Section 125 of the Income Tax Act, 
1918, and on that question there’ was no eviderice 
on which it could be held that there was such 
eier E 

In the view of Rowlatt, J., in ne to justify 
an additional assessment, the .surveyor. must 
ascertain some new fact which, if it had been known 
when the original assessment was, made, would have 
resulted i in an increased assessment. ef 

Thus Rowlatt, J., said in “his judgment 
(10 A.T.C., at page 276): " 
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‘What the statute requires, therefore, is an esti- 


mate to what extent a debt is bad, and this is for - 


the purpose of a profit and loss account. Such an 
estimate is not a prophecy to be judged as to its 
truth by after events, but a valuation of an asset 
de presenti upon an uncertain future to be judged 
as to its soundness as an estimate upon the then 
facts and probabilities. It is not overthrown as an 
estimate in 1923 and 1924 by coming to the con- 
clusion, as the Commissioners have done, that in 
1930 it had not been proved that the debts were 
to any extent bad.... The only way I think in 

- which it could be put would be that the subsequent 
growth of the indebtedness indicated that there 
must have been some fact in 1923 and 1924 which 
(a) was not taken into account in the estimate, and 
(6) would have made the estimate as an estimate 
in 1922 and 1923 higher. It may indicate that the 
appellants in 1923 and 1924 were willing to con- 
template that the debt should or might increase, 
but I think it is merely guesswork under the 
circumstances of this case to infer that that was 
because there was then reason to think the existing 
debt good.’ - 


Mistake as to Nature of Interest 


In Wiliams v. Trustees of W. W. Grundy (de- 
ceased) ([1934] 12 A.T.C. 530; 18 T.C. 271) 
the trustees of a will had bona fide, but erron- 
eously, stated in a return that by reason of the 
provisions of the will which they had misread as 


constituting a vested instead of a contingent . 


interest, the income was not liable to tax. The 
Inspector, after production of the will and full 
discussion with the trustees, agreed that that 
was so, and no assessment was made. His suc- 
cessor, however, discovered that an error had 
been made, and he accordingly made additional 
assessments in respect of the trust income. It 
was held that the successor, who was to be 
treated as if he were the first Inspector, had 
‘discovered’ that profits chargeable to tax had 
been omitted, notwithstanding his failure to 
discover it at the time of the first assessments. 

In this case, Finlay, J., quoted with approval 
the dicta of Bray, J., in Rex v. Kensington I.T.C. 
(12 ATC 534) as to the meaning of the word 
‘discovery’. In that case Bray, J., had said: 

‘The word “discover” cannot mean ascertain by 
legal evidence; it means, in my opinion, simply 
“ecne to the conclusion” from the examination he 
makes and, if he likes, from any information he 

_ receives.’ 

That passage, in the view of Finlay, J., applied 
to the facts in Williams v. Grundy’s Trustees. 
Finlay, J., went on to point out that the question 
was whether the interest was vested or contingent; 
and obviously that was a matter on which even 
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persons of intelligence applying their minds to 
the facts, might arrive at an erroneous conclusion. 

With regard to the observations of Rowlatt, J., 
in Anderton & Halstead Lid v. Russell (quoted 
above), Finlay, J., considered that Rowlatt, J.’s, 
dicta were not to be read too strictly. Thus 
Finlay, J., said (12 A.T.C. 535): 

‘Clearly one would think there could be no doubt as 
to the result of that case, but I do not find it possible 
to apply the words to every case in the sense of read- 
ing them as meaning that an Inspector can never 
make a discovery if the making of that discovery 
involves only a change of opinion. I cannot think 
that that was what was meant and it does not 
seem to me that that view is consistent with the 
authorities to which I have already referred,’ 
And regarding the matter apart from the 


authorities, Finlay, J., added: 


_ ‘If one goes away from the authorities, if one- 
looks at the section [Section 125] itself . . . it is 
rather difficult to say that on the facts of this case 
the Surveyor had not discovered, found out that 
there were properties or profits chargeable to tax 
which had been omitted from the first assessments. 
He did, I think, find out that fact. The fact is, of 
course, that the properties or profits were charge- 
able to tax; they had been omitted from the first 
assessments and he found that out. The only 
answer to be made is that they had been omitted 
from the first assessment, so to speak, with his 
sanction, because he, like those making the return, 
supposed that they were not properties or profits 
chargeable to tax. He discovers, he finds out, 
that they are, and I have difficulty in seeing why 
Section 125 does not then precisely apply.’ 


Payments for Technical Advice 

In British Sugar Manufacturers Lid v. Harris 
([1938] 16 A.T.C. 421; 21 T.C. 528) an agree- 
ment between the appellant company and two 
other companies provided that the latter were 
to be entitled to a certain percentage of the profits 
in consideration of their giving the appellant 
company the full benefit of their technical and 
financial knowledge and experience and advice. 

The appellant company was not to be liable to 
pay any remuneration to the directors nominated 
by one of the other companies beyond their fees 
and travelling expenses, and it claimed that a 
payment made under the agreement was an 
admissible deduction in computing its profits. 
The Inspector at first took the view that the sum | 
was properly deductible but on second thoughts , 
he changed his view and considered that the 
payment was a distribution of profits and he 
caused additional assessments to be made. 

The Court held that the first view of the 
Inspector was correct. On the further point 
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raised by the Crown that the case was one of 
discovery (a point which it was no longer neces- 
sary to determine, however, having regard to 
the determination of the Court that the payment 
was deductible from the profits), certain observa- 
tions were made by the Court of Appeal which 
indicate that the Court of Appeal was not in 
agreement with the views of the Court below 
that the case was one of ‘discovery’, and that 
their judgment on this point as well, would have 
been adverse to the Crown. (Note the concluding 
paragraph of the Master of the Rolls’ judgment 
and the opening paragraph of Romer, L.J.’s, 
judgment in that case, 16 A.T.C. 428.) 

A similar point to that in British Sugar Manu- 
facturers Lid v. Harris arose later in the Scottish 
case of C.I.R. v. Trustees of Charles Mackinlay 
([1938] 17 A.T.C. 345; 22 T.C. 305). In this 
case, a question arose with regard to tax payable 
by the trustees of a deceased partner in respect 
of his share of the profits for the year of his 
death. ‘There was a provision in the partnership 
deed providing for the price to be paid for the 
share of a deceased partner. The Commissioners 
considered at first that the deceased partner was 
not entitled to any share of the firm’s profits for 
the material year, and that the capital sum pay- 
able to his representatives did not form part of 
his total income for sur-tax purposes. Subse- 


quently, the Commissioners took the view that. 


he was entitled to a share of the firm’s profits for 
the relevant year having regard to the effect of 
Section 20 of the Income Tax Act, 1918. What 
in fact was ‘discovered’, was that a consideration 
of the effect of Section 20 of the Income Tax 
Act, 1918, and not of the partnership deed, was 
the governing matter. The House of Lords held 
that there had been such a ‘discovery’. 


Mistake of Law 
As Lord Normand put it in his judgment: 


“The question therefore is whether a discovery 
that a mistake, essentially a mistake of law, has 
been made, is a discovery within the meaning of 
Section 125. I think the word ‘‘discover’’ in itself, 
according to the ordinary use of language, may be 
taken simply to mean “find out", What has to be 
discovered or found out is that any properties or 
a chargeable to tax have been omitted from 

rst assessment. Now it is clear that what has 
happened here is within the literal meaning of 
these words. If the additional assessment is a 
corrected assessment then it is plain that certain 
profits chargeable to tax have been omitted. I go 
on to the next paragraph of subsection (1) of 
- Section 125 which is an alternative to the first 
paragraph. There the discovery which must be 
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made is stated in alternative forms of which the’. 
first is that a person chargeable has not delivered 
‘any statement or has not delivered a full and 
proper statement. There is an express finding in 
the case that a full and proper statement has been 
made. But then we have to go on and give effect 
to the alternative which follows: “Or has not been 
assessed to tax, or has been undercharged’’. I 
think that since these words must apply where the 
person chargeable has delivered a full and proper 
statement they are apt to cover the case of a dis- 
covery of a mistake in the assessment caused by a 
mistake in the construction of the partnership deed 
or, it may be, caused by a mistake in the law applic- 
able to such a deed, even where there has been a 
complete disclosure of all relevant facts upon which 
a correct assessment might have been based. I do 
not think it is stretching the word “discovered” 
to hold that it covers the finding out that an error 
of law has been committed in the first assessment, 
when it is desired to correct that by an additional 
assessment.’ 

And he added: 

‘that third paragraph appears to be intended to 
apply to the discovery of an error in law just as 
much as to an error in fact’. 


Mistake as to Effect of Law on Facts 


Finally, reference may be made to Commercial 
Structures Lid v. Briggs ([1948] 2 All E.R. 1041). 
In this case certain premises had been requisi- 
tioned by the Minister of Works under the 
Defence Regulations. A compensation rent of 
£4,940 under Section 2 of the Compensation 
(Defence) Act, 1939, was agreed. In assessing 
this figure for tax purposes the Inspector made 
the statutory deduction of one-sixth and the 
Schedule A assessment was made on the balance 
of £4,113. The Inspector, however, who had full 
information, had made the mistake of consider- 
ing that the compensation rent was a rack-rent, 
whereas in fact it was less than the rack-rent of 
the premises, since by Section 2 (1) (b) of the 
above Act of 1939, the Minister was liable to pay 
in addition a sum equal to the cost of making 
good any damage to the building during his 
occupation. 

The Court of Appeal held that notwithstand- 
ing that no new fact or circumstance had been 
ascertained, there had been a ‘discovery’ when 
the Inspector realized his mistake. 

The Court of Appeal in coming to this con- 
clusion held that the reasoning applied by Lord 
‘Normand to the facts in Mackinlay’s Trustees, 
applied equally to a mistake made with regard 
to the effect of the general law on a particular 
set of facts. 
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THE LAW OF THE LAND-I 
COURTS AND JUDGES 
by P. E. SMART, LL.B. 


This series of four articles gives an elementary outline of the framework of law in 
England; it will perhaps be of use mainly to students, but other readers may find 
of interest the general picture it provides of a system, on parts of which they may 
have more specialized knowledge. The present article, historical in background, 
defines the place of the various Courts and the judges in our judicial system; later 
articles will deal with statutory law, case law and the spirit of the legal system. 


The charge is prepar'd; the lawyers are met; 
The Judges all rang’d (a terrible show!) 


JOHN Gay, The Beggar’s Opera 


T would be interesting to begin this short 
[== of articles by discussing some of the 

many definitions of law-and perhaps of 
justice, too, — which have exercised jurists and 
philosophers since Plato and Aristotle: interesting, 
but hardly profitable, for the discussion is at 
once profound and endless, and does not lend 
itself to the kind of brutal over-simplification 
which must be the method of these articles. An 
easier starting point is the assumption that every 
Englisk_nan knows what ‘law’ means, especially 
in that nicely general phrase which is- the title 
of this series; and in avoiding the difficulties of 
definition it may be pleaded that we are following 
a good English tradition of empiricism. 

It is not unfair to say that the English have 
largely avoided, and perhaps have often been 
hardly aware of, the philosophical questions 
underlying their jurisprudence; and a large part 
of our legal system reflects the English’ preference 
for meeting trouble when it comes, rather than in 
advance. The English judges have always avoided 
the practice of, for example, Roman law, of giving 
judgments on hypothetical facts. 

The student of English law, whether law be his 
whole concern or a specialized section of his 
studies for another profession, is usually con- 
cerned with quite a different atmosphere from 
that in which the ordinary citizen most commonly 
sees the law at work. The workaday law of the 
land is to be found in the county courts, in 
quarter and petty sessions ~ the ‘police courts’ of 
the lay justices of the peace -in the juvenile 
courts and in coroners’ courts. These ‘inferior’ 
courts handle the vast majority of the adminis- 
tration of law in this country —the justices, for 
example,’ deal with well over go per cent of 


criminal cases -and they are an integral part: 


of the legal system, being largely subject to the 
control of the High Court, to which in many 


cases appeal against their findings lies, and which 
can also use the prerogative writs to correct 
them. They are all of them of the greatest possible 
importance in the life of the country: if justice 
were not commonly seen to be done in the , 
‘inferior’ courts, the law of the land would soon ° 

be in disrepute. Their omission from the dis- 
cussion here can be justified only by the fact that, 
great though their practical importance is, they 
have comparatively little effect on the develop- 
ment of the law; it is normally not until a case 
comes into the High Court that it becomes built 
into the edifice. 


“The Judicature Act of 1873 


The legal system may be said to centre around, 
and the law of the text-books to begin in, the 
High Court. The Court as it is now constituted 
has a brief enough history, for it owes its origin 
to the Judicature Act of 1873. But to state the 
fact thus baldly is to ignore the whole great 
panorama of legal history before that notable 
year, and every judge who today takes part in 
its proceedings must always be conscious of the 
length of the tradition he inherits. 

The great reform of 1873 established a 
Supreme Court of Judicature, consisting of a 
High Court in five divisions - Queen’s Bench, 
Common Pleas, Exchequer, Chancery and Pro- 
bate, Divorce and Admiralty—and a single 
Court of Appeal to which appeal lies from all five 
divisions. Appeal thence lies to the House of 
Lords in its judicial capacity, and it is an odd 
anomaly that the House of Lords is not itself 
part of the Supreme Court; this fact results from 
the accident that the Judicature Act was passed 
by a Liberal Government which intended to. 
abolish the appellate jurisdiction of the Lords; ` 
but by 1875, when it was to come into force, 
the Liberals had been replaced by the Conserva- 
tives, who restored that jurisdiction. It need 
hardly be added that although the House of 
Lords is one body, whether it is acting in its 
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legislative or its judicial function, only the law 
Lords attend when it is sitting judicially. 


á The Historical Background 


Before the Act the legal system had tangled 
itself into a dreadfully untidy mass of competing 
and mutually exclusive courts, amongst which 
the unfortunc.< litigant might wander at length — 
and at great expense —in search of a remedy. 
The main historical thread lay in Queen’s 
Bench, with a direct inheritance from the 
Curia Regis of the Norman kings: the monarch 
had himself at the outset sat in judgment!, and 


it was only later that the Court of Exchequer 


al 


r 


took Revenue cases and the Court of Common 
Pleas the bulk of the civil cases. 

The second thread lay certainly in the Court 
of Chancery, which stemmed back to the days 


in which the Lord Chancellor, as keeper of the 


King’s conscience, had had referred to him 
hard cases which lay outside the already rigid 
system of common law. In the Chancellor’s 


court evolved the great body of equity, which ` 


through the centuries was to become as rigid 
and indeed as arbitrary as the common law, but 
which had by then made its own peculiar and 
most valuable contributions to the law of the 
land. 

From the earliest days the courts had been 
competitive amongst themselves, seeking each 
to extend its jurisdiction. By way of picturesque 
example may be cited the manner in which the 
Court of Exchequer used the Writ of Quominus; 
the assumption that X., in failing to pay his debt 
to Y., had prevented Y. from paying his dues to 
the king, being held to make X.’s debt to Y. 
a Revenue matter. The Act of 1873 cut through 
the tangle by establishing a single jurisdiction, 
and by providing that although the High Court 
was to be divided, each division continuing 
broadly the jurisdiction of its separate prede- 
cessor, every division should have, whenever 
necessary, complete jurisdiction and the power 
to grant whatever remedy the case before it should 
require. Hardly less important was its final 
simplification of the highly complicated system 
of erg which had become so arbitrarily 
formalized as to be in itself a considerable 
hindrance to the seeker after justice. It has left 
us the phrase ‘special pleading’ as a legacy. -. 


1Cf. 1066 and All That: ‘Hitherto there had been a number 
of Benches [in the Law Courts] on all of which a confused 
official called the Justinian, had tried to sit. Edward had 
them all amalgamated into one large Bench called the 


King’s Bench, and sat on it himself.’ 
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The Present Position 


In the eighty years since the Judicature Act 
went on the Statute Book there have been 
amendments in it (consolidated in the Judicature 
Act, 1925), but these have not affected its main 
structure: the most notable have been the 
amalgamation, in 1880, of Common Pleas and 
Exchequer with Queen’s Bench, which gave to 
that Court the principal jurisdiction in common 
law matters, criminal and civil alike; and the. 
establishment of the Court of Criminal Appeal in 


‘1907. The historian (and the linguist as well) 


must regret the passing of the two names and all 
the tradition they represented; but the system as 
it is today is standing the test of time remarkably 
well, 

Today, then, the High Court has three divi- 
sions: Queen’s Bench, dealing with crime and 
‘common law’ actions; Chancery, which hears 
equitable actions; and Probate, Divorce and 
Admiralty, whose business bas been so admirably 
summed up by Sir Alan Herbert as ‘wills, wives 
and wrecks’.? 

There is a certain amount of confusion for the 
new-comer in the fact that ‘wills’ are the business 
of the Probate Division only in so far as the title 
of the executor is concerned, claims to the dead 
man’s estate being the business of Chancery. 
He finds even more confusing the distinction 
between equitable and common law - matters. 
This distinction must appear entirely arbitrary 
without an examination of the history of each 
particular heading, but here it must be sufficient 
to say that equity’s main topics, and thus the 
principal business of the Chancery Division, are 
the law of trusts (as a limitation of the common 
law legal title to property), mortgages (originally 
the equity of redemption was a limitation on the 
legal title of the mortgagee), and equitable 
assignments of debts and choses in action 
(limitations on the legal titles arising under 
contracts), | 

The Law Courts in London are the principal 
domain of the High Court and of the Court of 
Appeal; their Gothic solemnity dates only from 
1882, Westminster Hall being their historic 
predecessor. But the jurisdiction of the High 
Court is exercised too in the country: in the Assizes, 


2 It may be added as a further historical aside that the 
jurisdiction of the Probate Division represents a wider 
amalgamation than any of the other Divisions, for there 
was once an array of ecclesiastical courts concerned with 
probate and with divorce, while a separate system of 
maritime courts had handled ‘Admiralty’ matters. In 1857 
all these jurisdictions had been abolished, and three 
separate courts established; and 1873 completed the 
amalgamation. 
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which themselves have a centuries-old tradition. 
The inferior courts, briefly mentioned earlier, 
are all essentially local; and the Assizes are the 
High Court’s localized administration of justice. 

The judges have travelled the country on 
assize since the time of Henry I, with civil as 
well as criminal jurisdiction (today the criminal 
jurisdiction of the Queen’s Bench is exercised 
almost entirely through Assizes), Assize cases 
are not reported in the law reports but it 
is not without importance that the minor 
pageantry of Assizes in a country town can bring 
the historical dignity of the law more vividly 
home to the English citizen than can all the 
assembled legal learning which centres around 
the Strand. 


The Judges 


The reader may here perhaps be asked to picture 
an entirely imaginary judge, Mr Justice Chaucer, 
sitting in the Chancery Division to try the equally 
imaginary case of Miller v. Carpenter & Co Ltd, 
which, as will be seen in a later article, involves 
a difficult question of company accounting. 
Chaucer, J., is sitting alone, as judges usually do 
in the High Court (two of them sitting together 
form a Divisional Court, which once heard 
appeals from the County Courts — such appeals 
now go to the Court of Appeal — and which still 
hears criminal appeals from magistrates on case 
stated). He is, by the way, Sir Geoffrey Chaucer, 
for all High Court judges — the puisne judges — 
are knighted on appointment. If in due course he 
goes to the Court of Appeal he will still be Sir 
Geoffrey, but will be transformed from Mr 
Justice into Lord Justice — Chaucer, L.J. He will 
then normally sit with two brother Lord Justices. 

Eventually the Lord Justice of Appeal may be 
elevated to the House of Lords; he will then be a 
Lord of Appeal in Ordinary, Lord Chaucer, and 
never abbreviated; and he will usually sit with 
four of bus brethren. The House of Lords is 
notable in that its jurisdiction is wider than that 
of the lower courts: it is the Court of final 
appeal for Scotland as well as for England, and 
at least two of its members are normally Scottish 
lawyers. Its members are members also of the 
Judicial Committee of the Privy Council, the 
Courteof final appeal for the Colonies and for 
such of the Dominions as continue to allow such 
appeals. The Privy Council does not decide 
cases: it advises the monarch that the appeal 
should be allowed or rejected. Its judgment, 
which is delivered collectively, is not binding on 
other Courts, but of course, carries great weight. 

Perhaps the most important fact in the com- 
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plex system of judicial independence is that the 
judges cannot be removed from office except by 
a joint address to the monarch by both Houses 
of Parliament. This immunity dates from 1701, 


and, to point its importance, history before that 


date has many examples both of executive inter- 
ference with ‘troublesome’ judges and of brave 
judicial defiance of the executive. 

Other distinctions. for Chaucer, J., may lie 
ahead. He may become Lord Chief Justice 
(though as we have seen him sitting in the 
Chancery Division perhaps that is not likely), 
and so head of the Queen’s Bench Division: 
Chaucer, L.C.J., or Lord Chaucer, C.J. He 
may become Master of the Rolls, and head 
of the Court of Appeal: he may then be 
either Sir Geoffrey Chaucer, M.R., or Lord 
Chaucer, M.R. He may even become Lord ; 
Chancellor, head of the Chancery Division in 
particular as well as being head of the whole 
judicial system in general, Speaker of the House 
of Lords in its legislative function, and the 
Government’s principal spokesman in the House 
of Lords. 


The Lord Chancellor 


The office of Lord Chancellor is so remarkable as 
to deserve more than the foregoing brief mention. 
It is, as has been said already, of considerable 
antiquity; and its notable combination of legis- 
lative, judicial and executive functions is the 
product of a long traditional evolution. The Prime 
Minister is in practice the first Minister of the 
Crown, but the. Lord Chancellor remains in 
theory the keeper of the monarch’s conscience 
and as such the Minister closest to the Crown 
(after the Archbishop of Canterbury, he is next 
in order of precedence to royalty). As leader 
of the Government in the House of Lords he has 
an active political role, but he is also the Speaker 
of the Lords, and although his functions are not 
parallel with those of the Speaker of the Commons, 
he must yet when he is sitting on the Woolsack 
represent all parties and not merely his own. 
And as head of the judiciary he has, of course, 
no politics. He has the main responsibility for 
the appointment of judges, and his appointments 
are for life, though he himself goes out of office 
with the Government. 

Gilbert, when he portrayed a Lord Chancellor, 
did not explore the full Gilbertian nature of the 
office; but it is a very just reflection of the 
strength of the tradition of judicial independence 
in this country that no critics have arisen to point 
to abuses of this anomalous office. 


(To be continued.) 
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NORTH AMERICAN COMMENTARY-XLIX > 


Current Accounting Opinions in the United States and Canada 


by KENNETH F. BYRD, M.A., B.Sc.(Econ.), A.C.A., C.A.(S.A.) 
Professor of Accounting, McGill University, Montreal. 


Journal of Accountancy, 
New York, October and November 1953 
Stock Dividends 


ELCOMING the American Institute’s 
\ x / new Accounting Research Bulleting 43, 
which revises the recommended account- 
ing treatment for stock dividends and stock 
split-ups, Mr George O. May, C.P.A., F.C.A., hails 
the official recognition of the distinction between 
‘corporations which are closely held and others. 
The independent accountant is today associated 
-with the management group in reporting to 
persons unskilled in both accounting and manage- 
ment. Mr May urges that he cannot disclaim 
responsibility by leaving disclosure to the man- 
agement group. He states that stock dividends 
are not income but harbingers of income and 
they may facilitate the taking of a capital gain. 
He concludes that accountants should oppose 
any attempt to tax to stockholders the undis- 
tributed income of the widely held business 
corporation. 


Premature Revenue Recognition: 


Professor W. A. Paton, PH.D., C.P.A., of the 
University of Michigan, illustrates cases in which 
the accountant may today be taking credit for 
income before it is earned. Where sales are made 
with a guarantee of free service he says that the 
general practice is to credit the full charge to 
sales, debiting to service expense accrued (for 
charge ‘against profit) only the estimated cost 
of servicing. He would have the servicing pro- 
vision made at the figure which would be charged 
by the servicing department on the basis of 
normal profit. Again, in the case of used cars 
traded-in against new cars, he says that the 
valuation commonly made is at the estimated net 
sales value of the used car, the whole profit thus 
being attributed to the new car sale. Professor 
Paton would have the used car valued at the 
' price that would be paid by an operator engaged 
solely in the used car field. In these cases he is 
clearly justified, but he goes further in urging 
similar treatment for obsolete or shop-worn goods 
sold in a special sale or by a particular depart- 
ment. He also says: ‘It can be urged that valuation 


of any type of goods on hand at estimated net 


selling price tends to result in recognition of 
unearned income.’ Here is the essential difference 
between the North American and British inter- 
pretation of ‘market’, in their common valuation 
basis of ‘cost or market whichever is the lower’. 


Direct or Marginal Costing 
The new research publication on direct costing, 
by the National Association of Cost Accountants, 
and the scheduled discussion of the same 
subject at the American Institute’s annual 
meeting, indicate its importance today. Mr 
Ted R. Hosick, c.p.a., deals with it in a thought- 
ful and restrained fashion. He does not attribute 
the value of direct costing, with its omission of 


‘fixed factory costs from costs of production and 


inventory valuation, primarily to its removing 
any defects of normal costing. It is on the grounds 
of simplicity and better presentation of accounting 
information to management that he welcomes it. 
Direct costing is as yet not acceptable accounting 
procedure in North America, and comparatively 
few companies have used it for their cost account- 
ing. But Mr Hosick sees no reason why established 
practices may not yet be altered. 


International Accounting | 

The November editorial urges the need for 
developing common standards of accounting, 
auditing, financial reporting and disclosure, a 
universal language of international finance. It 
calls for close association of professional account- 
ants throughout the world, to speed such a 
development -until the independently audited 
financial statement means substantially the same 
thing no matter where it is prepared. 


Incorporation of New York Stock Exchange ` 
Firms 

After many years of debate the New York Stock 
Exchange now permits incorporations of’ its 
member firms. The editorial cites tax considera- 
tions as a main influence, having regard to the 
possibility of retaining reasonable working capital 
out of earnings without confiscatory sur-taxes on: 
partners, and again to the necessity of establishing 
retirement plans for partners. In this connection’ 
it is reported that two bills to permit pension 
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schemes for the self-employed are now before 
_ the Ways and Means Committee in preparation 
for the next session of Congress. 


Research into Problems of Consolidation 
The American Institute’s Research Department 


publishes the results of a survey, by questionnaire,- 


of professional opinion as to the correct treatment 
of various difficulties in consolidating the accounts 
of parent and subsidiary companies. It may seem 
surprising that the majority of the accountants 
_ canvassed are said to have favoured the inclusion 
in consolidated earned surplus of post-acquisition 
profits capitalized by a subsidiary by a stock 
dividend or otherwise. It seems to have been 
reasoned that the subsidiary’s action might be 
reversed or the stated value of its capital might 
be reduced to make available a surplus for dis- 
tribution, a possibility hardly credible to readers 
in Britain. A strong minority, however, is said to 
have argued for capitalization of the profits in 
consolidation. i 


The Accounting Review, 
Menasha, Wisconsin, October 1953 
Growth and Depreciation 


Mr Felix Kaufman and Professor Alan Gleason, of 
the University of Rochester, analyse the pro- 
position that the effect of physical growth on 
depreciation allowanċes may more than offset 
. the detrimental effect of rising prices on re- 
placement costs. They succeed in showing that 
with constant expansion this may well happen, 
the likelihood increasing the longer the period of 
amortisation. They contend that it is not neces- 
sary to pigeon-hole the accumulating depreciation 
funds for each asset, and that funds provided by 
all depreciation charges may be used as a single 
source for current replacement. While they 
agree that without growth and with persistent 
rising prices depreciation allowances will ulti- 
mately become inadequate, they argue that the 
time to act about that is when. the inadequacy 
arises. This ignores the fact that by that time 
part of the originally invested real capital may 
well have been distributed as profit. 


Inventory Valuation 
An investigation by questionnaire, late in 1952, 
is reported by Professor Nathan Seitelman, of the 
City College, to have shown a lack of uniformity 
in inventory valuation among practising pro- 
` fessional accountants, and non-adherence to the 


provisions of the American Institute’s Research ` 


Bulletin. The majority out of seventy-two replies 
leaned heavily towards conservative valuation, 
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with emphasis on the lower of cost or market, even 
where market is below net realizable value less 
normal profit margin. Professor Seitelman says 
that the bulletin has not accomplished its object- 
ives. He suggests that valuation might be made 
at cost, with a reserve appropriated from profits 
to reduce the inventory as the accountant might 
deem necessary, while in times of declining price 
levels the lower of cost or market might-be used, 
with market not exceeding net realizable value. 


The Canadian Chartered Accountant, 
Toronto, October and November 1953 

Reform of the Dominion and Provincial 

Companies Acts 

It is noted by the editorial that, while the 
Alberta Institute’s committee has, in recom- 
mending changes of the Alberta Companies 
Act, mainly followed the recommendations of the 
Canadian Institute’s committee on the Dominion 
Companies Act, there is a difference on the 
question of ‘reserves’. The Canadian Institute’s 
committee recommends restriction of the term to 
appropriations from earned surplus,: but the 
Alberta Committee has been unable to agree and 
makes no recommendations. Also the former 
committee desires disclosure of changes within 
the reserves during the year, but the Alberta 
Committee is satisfied with simply the amount of 
the reserves at balance sheet date. The editorial 
hopes that the example of the Alberta Committee 
in such defections will not be followed by the 
other provinces, In both the stated respects the 
new Ontario Companies Act followed the recom- 
mendations of the committee of the Canadian 
Institute. 


Pensions for the Self-employed g 


The profession has accepted the invitation 
of the Canadian Minister of Finance to examine 
the whole question of tax incentives towards the 
creation of pensions for the self-employed. The 
provincial institutes are considering a brief pre- 
pared by the Canadian Institute. The Minister’s 
fear, says the editorial, is lest a very large volume 
of savings be diverted. from equities .at a time. 
when there is a huge demand for risk capital to 
develop Canada’s resources. 


Director of Research 
The Canadian Institute has authorized the 
appointment of a chartered accountant as full- 
time director of research. He will assist in the 
preparation of research bulletins and promote the 
maintenance of high standards for the profession. 
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RENT CONTROL FOR BEGINNERS 


A Metrical Commentary on the Present Rent Restriction Acts 


by E. C. H. WARNER, M.A. 


Every landlord of discretion 
will be seized of all the facts 
Appertaining to the corpus 
of the Rent Restriction Acts, 
But these are very numerous and complicated, too, 
So the little guide below describes 
the things they try to do. 


If the rent of any dwelling-house - 
to which the acts apply 
Is raised above the standard rent, 
the tenant may defy- 
All efforts of his landlord 
at collecting the excess, 
Notwithstanding an agreement 
should the contrary express. 
The standard rent is based 
on what the rental shall have been 
Upon the third of August 
nineteen hundred and fourteen; 


But if it wasn’t let that day 

the rental that was set 
On the previous occasion 

that it happened to be let, 
Or, failing such occasion, 

then whatever rent was paid 
Whenever the first letting 

of the dwelling-house was made. 
However, if the landlord 

has improvements carried out 
Or any alterations to the structure brought about, 
If the tenant has agreed to them 

the sum of 8 per cent 
Of the cost of such improvements 

may be added to the rent. 


It’s the value, as for rating, 

and the district where it lies 
That determine for a dwelling 

whether rent control applies; 
Thus above a hundred guineas 

every rent control must cease 
In the district of the London Metropolitan Police, 
In Scotland over Zoo the same remark is true 
And in all the rest of England 

eight and seventy will do; S 
But these earlier examples l 

of the rent restriction laws 
Do not generally apply 

to dwellings built between the wars. 


Some subsequent enactments, 
in their wisdom, then decreed 
If a landlord got possession of a dwelling 
it was freed 
And the previous controls 
did not apply to it at all, | 
Unless its rating value was exceptionally small. 


But when hostilities broke out in 1939 
T’ was found to be expedient to draw another line, 
So that first day of September’s rent 
was handed out the role 
Of the standard rent of dwellings 
not then subject to control; 
Provided that their value, 
as for rating, wasn’t found 
For property in London to exceed a hundred 
pound, 
For property in other parts of England to be more 
Than five and seventy 
or ninety if in Scotland as before. 
But, where the standard rent 
of any dwelling would relate 
To a letting that was first made 
after that September date, 
Either tenant or the landlord 
is entitled to appeal 
To the local rent tribunal 
and to ask it to reveal 
Its view of what a reasonable rental ought to be 
And the standard rent will then become 
whatever they decree. 


Possession of these dwellings - 
can but seldom be regained 
Unless some other like accommodation is ébeined 
For in default of such 
the Court may only give consent 
To eviction of the tenant 
if he fails to pay the rent 
Or makes himself a nuisance 
to his neighbours or has gone 
And countenanced illegal or immoral goings-on. 
Now, though the Rent Restriction Acts 
have cast their net so wide, 
The publicans and council houses 
yet remain outside, 
Thus public-house and housing 
constitute a happy breed 
Compared with which the private landlords’ lot 
is sad indeed. 
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WEEKLY NOTES 


The American Institute Seek Tax Changes 


A special committee of certified public accountants 


headed by Mr Walter L. Schaffer, of New York, has 
submitted to the chairman of the House Ways and 
Means Committee a report which calls for legislation 
to bring income-tax rules in the United States into 
harmony with recognized accounting principles. ‘The 
committee was appointed by the American Institute 
_ of Accountants to assemble information requested by 
the chairman of the House Ways and Means Com- 
mittee. It declares that: 


‘if, in financial statements, companies reported as 
their income the amounts they are required to report 
for income-tax purposes, the figures would be 
subject to sharp criticism, if not lead to more serious 
consequences’, . 
As in this country, it is found that the clashes 
between tax rules and accounting principles involve 
chiefly questions of when expenditure should be 
deducted. According to the committee the effect of 
the tax rules is to improperly advance the income and 
to defer the deduction of expenses and losses. This 
report is like an echo of the arguments put before the 
first Millard Tucker Committee and the Royal Com- 
mission on Taxation in this country. As the report 
says, the restoration of generally accepted accounting 
principles as the basic standard of tax accounting 
would . a 
‘go far to reduce the present and long-existing con- 
fusion: and uncertainty’ and ‘help to restore the 
essential confidence of taxpayers in the fairness of 
the system’. — 


The report recognizes that accounting profit cannot 


be brought entirely into line with tax profit, because 
of provisions which reflect Congressional decisions of 
policy influenced by social, economic and political 
factors. We have the same difficulty here with matters 
like initial allowances and special allowances for 


agriculture, but there is much that could ‘be done on 


lines of the report: 


The Whiting and the Snail? 


An official invitation has been received by this 
country from the European Coal and Steel Pool to 
begin negotiations on the terms upon which Britain 
might become formally associated with the Schuman 
Community. The whole issue has been complicated 
in recent months by the desire in certain quarters to 
effect closer and more formal collaboration between 
the two as a means of assisting ratification of the 
European Defence Community treaty in France. 
The discussions as suggested, however, would be 
concerned only with the terms upon which Britain 
might agree to enter upon a formal arrangement and 
this involves in turn finding a formula by which this 
country would adhere to agreed arrangements about 
marketing coal and steel, including costing principles 


and prices, without in’ any way surrendering its 
sovereign powers. This would mean, as a minimum, 
that this country would have to be left to carry out its 
undertakings in its own way: 

Some progress must have been made behind the 
scenes with these matters otherwise there would be 
no point in allowing a formal invitation to go forward 
and prove abortive. Nevertheless, the issues involved 
in a British adherence to the Schuman Plan without 
surrendering sovereignty are exceedingly complex. 
The discussions will have to proceed with tact and 
patience if there is to be a successful outcome. The 
more the High Authority plays the whiting, the more 
the British representatives are likely to play the snail. 


Credit from the Germans 


Competition from German industry in world markets 
has been growing in intensity for some time. Partly 
the German success against other bids in many cases 
has been due to sheer hard selling, partly to the fact 
that German plants have been able to take orders while 
its foreign competitors (notably this country) have 
been occupied with armaments contracts, and partly 
because there has been a determination to get export 
orders literally at any price. A good deal of evidence 
has been accumulating to confirm this last point, for it 
is possible to infer a good deal about German costs 
from raw materials prices and from the level of 
German wages. 

But in addition to all this there is little doubt that 
German success owes a good deal to a bold and 
imaginative policy on credit terms. The Export 
Credit Bank grants credit provided that it is repaid 
within five years. The Federal Government en- 
deavours to support these arrangements by granting 
facilities of its own for a further period of three years 
or so, making at least eight years in all. It has been 
reported this week that Krupps have successfully 
negotiated such an eight years’ line of credit in 
connection with the Indian steel works which they 
are building. The credit amounts to 50 million marks, 
say {4:3 million. For the first four years the Export 
Credit Bank will advance the funds. In the second 
period, the Federal Government will use certain 
assets of the Ministry of Economic Co-operation to 


‘advance the money. These assets were originally the 


counterpart funds set up when Marshall Aid . was 
advanced to Western Germany. It will be recalled 
that there was a similar arrangement for Marshall Aid 
funds in this country. In the case of Germany, as , 
German industry has repaid the funds loaned under 
the original Marshall Aid advances, these repayments 
have been used as a revolving fund for advancing 
credit to other companies. 

By tradition, German Government and banking 
are both prepared to become involved with the 
finance of industry more readily than is the case in 
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this country and of course, it is an embrace which 
Cal des with it unwelcome embarrassments under 
‘certain conditions. Nevertheless, the system has 
certain elements of flexibility which give a formidable 


reinforcement to German industry at a time when. 


international competition is growing and British 
industry needs to take account of that fact. 


O.E.E.C. on Britain’s Outlook 


The warning given in a survey published this week 
by the Organization for European’ Economic Co- 
operation on this country’s economic outlook is 
tin.ely. There has been a good deal of self-congratu- 
lation in the newspapers over Christmas about the 
recovery which has taken place over the last two 
years and the season’s optimistic mood will be none 
the worse for a little constructive criticism from 
across the Channel. The Organization for European 
‘Economic Co-operation considers that there has 
indeed been a notable recovery in the economic 
health of this country since 1951 but that during 1954 
there will have to be greater emphasis on capital 
investment in industry and. further expansion in 
exports. 

The report points out that this country is very far 
from the lead among European countries in the rate 
of expansion of both production and exports in the 
last two years and that since 1951 expansion has taken 
place mainly in gas, electricity and building rather 
than in manufacturing industry. The fact that the 
data on which the report is based relates only up to 
the end of the first half of this year probably does not 
seriously modify the O.E.E.C. conclusions. Their 
main concern is that this country should increase its 

¿exports to countries outside the Sterling Area. It 
might be added in the light of data available since 
the report was prepared that the same applies to 
increasing trade with countries who are ‘associate’ 
members of the Sterling Area. 

It has been the aim of this country for some time 
to establish surpluses on its current account of about 
£300 million a year. Granted that this is a desirable 
target in order to avoid recurrent balance of payments 
crises, the problem remains of how to do it in a year 
which will probably see a-recession of some size (it 
may well be only a small one) in the United States. 
Any sizeable surplus in 1954 will require an increase 
in the volume of exports as well as their value and this 
in itself is a reversal of trend. In 1953 there was an 
expansion in value but volume fell off slightly. 


Industrial Production in America 


Both steel and automobile output was lower in the 
Tesch States during November than in the previous 
month. In the case of motor-cars, the industry 
asserts that the drop is due to a change-over in models. 
It is probable, however, that this is arguing from effect 
to cause, for it is just when sales are sticky and stocks 
are mounting in dealers’ yards that a change of 
models and the adoption of new ideas into models 
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becomes of paramount necessity. In this country a 
` cutback in the activity in these two industries would 


be sufficient to touch off a recession. 

It is indeed now noticeable that industrial output 
in the United States has receded fairly steadily 
since the peak level of March was achieved. Between 
March and November the index of production fell 
from 243 to 228 per cent of the pre-war average — the 
lowest level since September, 1952. 

Most of the decline over this period has been in 
durable goods. Production of these fell by o per cent 
while non-durable goods were down by 3'5 per cent. 
Minerals made the best showing of all with a drop of 
only 2 per cent. 

Regional conditions in different parts of the United 
States are of great importance when assessing the 
likelihood of a recession and these conditions get 
lost in a national average figure. There has also been 
tremendous resilience in the United States economy 
since the war and it may be that even yet some factor 
will emerge to make industrial output bound up- 
wards again. But at the moment the signs do not 
point in that direction and if they continue that way 
for a little longer it will be the optimists and not the 
pessimists who have to justify their attitude about 
the short term outlook in the United States. 


Order Books and Selling 


Signs are not lacking that many firms’ order books, 
notably in the engineering industry, are not in as 
healthy a state as they might be. Under such circum- 
stances, it-is not easy to preach the doctrine of higher 
productivity. Yet the need for it is greater as compe- 
tition for business becomes more intense both in 
home and foreign markets. 

In times of a buyer’s market, emphasis shifts, 
however, from efficiency of products on to efficiency 
of selling. It is becoming clear that many sections of 
British industry have been faced not only with the 
need to build up a sales force as the seller’s market 
has receded but also to build up a sales organization. 
The proper use of salesmen in the field not only as a 
means of direct selling but as a channel through 
which information may flow, the creation of proper 
intelligence services which can provide information 
about reactions to one’s own and competitors’ 
products and the complete integration of all methods 
of selling into a coherent sales policy and plan — 
these are the aspects of productivity which are now 
coming to the fore. It is in these directions that 
output per man could well be increased and heavy 
overheads be made to give a better return. 

-Instances abound these days of trade going to 
foreign competitors because prices are more com- 
petitive, because foreign firms can offer better delivery 
dates or better credit facilities. But orders are going 
elsewhere too because both at home and abroad, 
sales forces, in the widest sense of the word, are 
being deployed only partially or wrongly. This is the 
lesson about productivity which 1953 has to offer to 
1954. 
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REVIEWS 


1 Internal Auditing Cape Town and Johannesburg. 35s net.) The author 
by W. W. Bigg, F.C.A., F.S.A.A., and of the third edition of this compact but comprehen- 

J. O. Davies, F.C.A., A.C.W.A. sive review of South African company law is an 

(H.F.L. (Publishers) Ltd, London. 18s net) advocate of the Supreme Court of South Africa and 


ian professional assistant to the attorney-general, Cape 
Internal auditing, a specialized branch of accountancy ‘Town. He has incorporated the amendments intro- 
which may also deal with matters of an operational duced by the latest Companies Amendment Act 


nature, has developed rapidly over the last few years (Act No. 46 of 1952), as well as the latest cases on 
-in the United States of America. Its usefulness as an the subject. 


_ aid to management is also being increasingly recog- ` IwrRopucTion To ENGLIsH Law (Second edition), 
a nized in this country. by Philip S. James, M.A., Barrister-at-Law. (Butter- 
This book is intended to demonstrate current Worth & Co (Publishers) Ltd, London, 15s net.) 
British practice and to illustrate how internal auditing This book. when it first appeared nearly fe years 


can supply management with an independent internal ago, was noted in these columns as an ideal primer 


appraisal of the adequacy and effectiveness of the fór the young law student or layman. The author has 
, financial and administrative controls, thereby giving nade pda eee ithe PRESS DEE ER EN 


. them the feel of their business operations and a von ay ailable, but has brought the text up to date 
liaison with their branches or subsidiary companies E ET of ha latest e Ee law 
at home and overseas which, by reason of the very 8 ch ° 


size of their business, would otherwise be difficult to A Course IN Book-KEEPING (Fifth edition), by 
obtain. Other important chapters deal exhaustively R. W. Holland, opp, M.A., M.SC., LL.D. (Sir Isaac 
with the organization, administration, scope and pur- Pitman & Sons, Ltd, London, gs 6d net.) This book: 
pose of internal auditing, involving techniques, pro- 1S intended to be an introduction to Carter’s Advanced 
grammes, working papers, reports and relationships, Accounts and has the same sound approach to its 
including the prevention of fraud, the need for subject as has the major work, The present edition 
effective systems of internal check and the develop- has been enlarged in certain sections and the appendix 
ment and perfection of the other controls. ` giving thirty-six tests taken from the Royal Society 
The joint authors are well qualified by their wide of Arts intermediate examination papers, has been 
experience to write this book which contains a wealth brought up to date. i 
of information not only for internal auditors, bur also Jorpan’s Income Tax Gomg, 1953-54, Twenty- 
for statutory auditors and all others interested in this third edition, compiled by Charles W. Chivers. 
subject. (Jordan & Sons Ltd, London. zs net.) ‘This booklet _ 


gives in some fifty pages, a very brief but very 
Men of Mathematics readable account of income-tax law, plentifully 


a 


by Professsor E. T. Bell illustrated by arithmetical examples. 
(Penguin Books Ltd, Harmondsworth, Middlesex) 
The heading of the review of this work which RECENT PUBLICATIONS 


appeared in our last issue, referred only to Volume L Tee Taxation op Girrs AND SETTLEMENTS, by G. S. A. 
the price being 2s 6d net. The work is, however, pub- Wheatcroft, M.a.(OXON.). xxvili+178 pp. 10x 64. 42s net. 


lished in two volumes, for which the. price is er, Sir Isaac Pitman & Sons Ltd, London, . 
i SOCIAL Accounts OF LOCAL AUTHORITIES (National Insti- 
tute of Economic and Social Research, Occasional Papers 


SHORTER NOTICES XVI), by J. E. G. Utting. x+89 pp. 94X6. 16s net. 
QUESTIONS AND ANSWERS ON SECRETARIAL PRACTICE, Cambridge University Press, London. 


` by G. K. Bucknall, a.c.1.s.(Hons.). Tenth edition by eee oe ee Ge ae eg mT, 


ER RC. Hetherington, F.C.1.S. (Sir Isaac P itman & Sons, $1.25 paper bound; $2 cloth bound. The Canadian 

Ltd, London. 15s net.) The latest edition of this Institute of Chartered Accountants, Ontario. 

useful book includes some new questions and Tue Dorlar. Sir George Watson Lectures, 1953, by Roy 

answers to illustrate the practical workings of the ` Harrod. vii+156 pp. 5 x 7}. 9s 6d net. Macmillan & Co 

1948 Companies Act, which had not properly got ` Ltd, London. 

into its stride when the previous edition appeared in STAPLES ON Back Dury, by Ronald Staples and Percy F. 
Th fth ken f h Hughes, A.S.A.A., F.C.1.S. 178 pp. 83 X 54. 21s net; 21s Ge 

1949. The questions (240 of them) are taken from the post free. Gee & Co (Publishers) Ltd. London. 

intermediate and final examinations of the Chartered 


SOUTH AFRICAN COMPANY SECRETARIAL Practice. Fourth 
Institute of Secretaries and the answers are as precise edition by J. H. Cloete, a.c.1.S., A.C.C.A., CERT.A.LB., and 


as the most exacting examiner could wish. = SCH B.A. apa ye c Sg E Ss xv +539 
pp. 6x 42s net. Juta o Lt ape ‘Town an 
PRINCIPLES OF SOUTH AFRICAN Company Law, Johannesburg: 


Third edition, by Trafford B. Barlow, B.A.(S.A.) Gryn’s 1 
d 753-1953, by Roger Fulford. xvi+266 pp. 
_LL.B. (CAPE TOWN), LL.D.(STEL.). (Juta & Co Ltd, - 84x54. 23s net. Macmillan & Co Ltd, London. 
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FINANCE AND COMMERCE 


Many conflicting factors are likely to affect stock- 
markets in the New Year. Internationally, the progress 
of the talks between the main world powers will be 
watched closely, while wage troubles may dominate 
the home industrial position. 


Stormgard 


The story of Stormgard Ltd now appears to be 
nearing its end so far as shareholders are concerned. 
The ordinary shareholders, of course, have known 
, for some time where they stand — the whole of their 
capital has been lost. Preference holders would have 
been in the same position but for the fact that some 
two-thirds of the company’s interests in subsidiaries 
was in the form of loans. The unusual position there- 
+, fore arose of a holding company ranking with the 

unsecured creditors of its principal trading subsidiary. 

The present directors, among them Mr C. H. S, 
Lewis, F.C.A., were appointed to the board last March, 
having previously been acting as an unofficial com- 


mittee of the preference shareholders. Their task was. 


to liquidate the company’s liabilities, particularly its 
guarantee liabilities, and to realize the assets to best 
advantage. 

This mission, they now state, has been virtually 
completed and an extraordinary general meeting has 
been called at which they will present their report. 
Although the company’s year ended on June 3oth 
‘last, no audited accounts have been prepared because 
of the substantial changes from any previous account 


and because at that date, it would have been impos-. 


sible to arrive at any proper values. for investments 
1 and debtors. 


Heavy Loss 


The company’s auditors prepared a draft balance 
sheet at December "bh, 1952, the date of the 
appointment of a receiver in A. Whyman Ltd, the 
principal subsidiary. Using that as a basis, the board 
now presents a statement showing net assets at 
November 30th, 1953. ‘You will observe,’ the board 
states, ‘that on paper the total shareholders’ funds at 
December 11th, 1952, were £460,528; all but £38;944 
has been lost. ‘The ordinary shareholders have ‘thus 
lost everything and it is now estimated that the 
~ypreference shareholders will receive no more than 
3s 11d per share against the original expectation of 
approximately 6s per share.’ 
It is obvious from the report that an immense 
amount of work has been entailed in producing this 
result from the wreck of the business. In some respects, 
Che report is particularly instructive to those engaged 

in company administration. F ollowing an arrange- 
ment to sell A. Whyman Ltd, for instance, a cheque 
for £80,792 was handed over last April to trustees for 
that company’s creditors (among them Stormgard) 
so that the dividends on their debts could be paid and 
Whyman’ s debts formally assigned to the purchasers. 


Certain members of the creditors’ committee, 
however, saw fit to contest the validity of Stormgard’s 
claim to dividend, not on the ground that the debt 
itself was not proved, but on the ground that Storm- 
gard was a de facto director of Whyman and that as 
such was liable to substantial damages in misfeasance 
proceedings. Special provision had been made in the 


STORMGARD LIMITED 


Statement of Net Assets at December llth, 1952, and at November 
30th, 1953, showing the Estimated Amount Available for Preference 











Shareholders 
Net Assets as Amount 
draft Balance realized or 
Sheet at estimated as 
11/12/52 - realizable 
£ s d s 
Investments in o tama dee 
R. Balnes (1946) Led R à 22,339 17 1 --- 
Wm. Halstead Ltd.. =- a a CRT 23,77 7 7 — SS Kong 
Highland Tweeds Led dé Se .. 8500 0 06 SE 
A.Whyman Ltd .. e T ». 67,500 0 QO 509 
Other Investments 
Tyne Fabrics Ltd (Now Bunge Fabrics Ltd) 5,000 0 Q - ~ 
Advances and Current Account 
E. Ascoli & Sons Led ER 3,500 0 0 302 1) 2 
R. Baines (1946) Led 3,793 10 7 753 17 16 
Wm. Halstead Led... SS Se SCH 2,558 18 7 --- 
_4. M. Heron & Co ltd .. ge . 6000 0 0 2,207 13 I 
S L. Michaelson oo ee aa ae |, 200 Q 0 100 0 0 
A. Whyman Led... we 316,616 10 I 54,686 13 0 
Cash at Bank eo. ares ie ii 18 3 6 18 3 6 
Sundry Receipts .. e ee ` NS - ~ e 34 3 1 
460,801 7 5 58,108 | 8 
Debtor 
Profits Tax recoverable A. Whyman Ltd 1,423 4 0. 
Debit Balance on Se t and ae 
Account .. 35 1,839 3 3 
463,763 14 6 . 
Less Liabilities e 
Creditors .- £885 19 0 
Stormgard (Sates) itd .. 2,356 0 o 
` E 3,235 19 Q 
£460,527 15 e 
Made up thus £ s d 
Share Capital ig ws So -» 320,002 0 0 
Premium on Shares e 82,255 8 tl 
‘Capical and Revenue Reserves s'i .- 58,270 6 7 
S £460,527 15 6 
Less Payments by Directors since 
_ . December lith, 1952 
Creditors .. . £1,095 9 |] 
Travelling and Out-of- : 
pocket expenses 364 4 10 
Secretary's Salary ete. 765 Tl 7 
Law Costs .. , 1,699 0 4 
Damages for Breach of Con- 
tract wi 5500) 0 0 
es 9.414 5 10 
Provision for Further Liabilities 
Estimated Maximum EE, under 
Guarantees e 4000 0 0 
Additional Law Costs etc, (say) . 1,256 0 90 
Possible Liability to Group Profits Tax. 2,000 9 0 
Remuneration of Directors and Spectat 
Fees (say) SN Se SR 1.750 0 0 Ve 
Liquidation Costs (say) i 000 0 0 
19,414 5 10 
Less Adjustment on purchase of Inter- 
company Debt Ss eg D 250 0 0 
19,144 5 IQ 
Estimated amount avallable for Preference Shareholders .. £38,943 [5 10 





Equivalent to 3s (ld per share on 200,000 Preference Shares. 
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Whymat sale agreement so that action could be 
taken through that company against its former 
directors. 

‘Under High Court’ 


Stormgard had agreed to co-operate with the other 
creditors in any such action and also to assist in any 
preliminary investigation to that end. But as soon as 
it became clear that action against Stormgard was 
seriously contemplated, there was no alternative, the 
board states, but to disassociate the company from 
those proceedings. Eventually, after vigorous action 
by Stormgard’s chairman (who was also a member of 
the committee of creditors of Whyman), the proposed 
action against Stormgard was dropped and in the 
creditors’ composition, the parent will receive £54,687 
as its subsidiary’s creditor. 

Announcing the completion of the task for which 
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they were appointed, the directors state: “The cause 


of the disasters suffered by your company require the - 


closest examination. In these circumstances your 
directors advise that the company be put into com- 
pulsory liquidation so that these matters may be 
dealt with by the Official Receiver or some other 
liquidator acting under the control of the High 
Court.’ 

Pullman 


Those of our readers who have paid the Pullman 
supplement may be interested to see what the com- 
pany makes out of their money. ‘The accounts 
reprinted cover the Coronation period in which 
connection, it is explained, that maintenance and 
overhaul was accelerated in order that the Pullman 
cars should be seen to best advantage for the occasion. 
Cost of maintenance is therefore higher. 























` së 
THE PULLMAN CAR COMPANY LIMITED 
Profit and Loss Account for the Year ended September 30th, 1953 Appropriation Account for the Year ended September 30th, [953 
Sept. 30th, 1952 Sept. 30th, 1952 
£ £ £ £ £ £ £ £ 
752,747 Gross Operating Revenue .. 757,389 63,758 Net Profit per Profit and mils Ac- 
educt: count $ Ss 69,906 
498,829 Working Expenses 500,486 Add: 
65,514 Maintenance of Rolling Stock . 71,156 Provision for Income-tax no longer 
Depreciation: 10,000 required .. — 
31,467 Rolling Stock .. ate .. 33,435 Overhead costs incurred in 1950-5] 
2,816 Other Fixed Assets .. .. 2,903 7.619 re-allocated to Capital Expenditure — 
—— 36,338 {7,619 ——— 
10,382 Renewal of Equipment .. KN 12,343 —. 
625 Audit Fee. ek 625 81,377 
Directors’ Remuneration: 
Services as Directors (including ` L 
Fees of £550 subject to con- Provision against losses on Market 
firmation at the Annual 15,000 Value of Investments Gs Sé — 
850 General Meeting) .. 1,400 —- 
750 Other Emoluments .. dies Bj 66,377 
— 2,400 
f Superannuation Fund 500 Deduct: 
611,733 — 624,848 Dividends and Interest pald and Véi 
: provided for the year (less S 
141,014 132,54] Income-tax): 
Add: 9119 Preference Dividend . 9,445 
5,640 Investment Income 5,136 ‘A’ and ‘B’ Ordinary Dividend: 
4,104 Other Interest a d 12,029 5,985 Interim of 5 per cent . 7,837 
9.744 ——- 17,165 12,718 Proposed Final of 10 per cent Ime r 
Profit for the year before charg- 27,822 —— —— 32,957 
150,758 ing Taxation... ae aie 149,706 — —— 
38,555 36,949 
Deduct: 
Taxation on the Profit of the Year: - Add: 
18,600 Profits Tax .. aid as 14,800 Balance brought forward at October 
68,400 Income-tax .. os Ke 65,000 82,293 Ist, 1952 .. Ke = 120,848 
87,000 — e —— 79,800 
——- Balance Carried Forward per ——— 
£63,758 Net Profit for the Year £69,906 | £/20,848 Balance Sheet... a ne £157,797 
THE PULLMAN CAR COMPANY LIMITED 
Appendix to Accounts 
September 30th, 1952 September 30th, 1953 
Cost or Deprecia- Costor Deprecia- 
Valuation tion A E SC S 
686,578 463,850 222,728 Rolling Stock as per independent valuation In 1937 686,578 487,601 198,977 
146,771 4,701 142,070 New Rolling Stock, at cost Ss ou 145,984 9,092 136,892 ; a 
93,599 34,657 58,942 Remodelling, at cost .. 108,455 39,950 68,50 
23,721 — 23,72! Equipment on Cars, at cost (The cost of replacements Is charged to revenue) .. 21,820 — 2I Co 
950,669 503,208 447,46! 962,837 536,643 426,194 
Buildings, Machinery, Motor Vehicles, Furniture and Fittings: 
20,074 5,802 14,272 At cost ds 23,159 7,358 15,801 
6,812 4,706 2,106 At ner book value at September 30th, 1947, less sales since that date Sn bes 6,812 5,257 1,555 
26,886 10,508 16,378 29,971 12,615 17,356 
£977,555 £513,716 £463,839 £992,808 £549,258 £443,550 
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CORRESPONDENCE 
Letters must be authenticated by the name and address of the writer, not necessarily for publication. | 
The Editor does not necessarily agree with, or hold himself responsible for, the opinions expressed. 


Practising Accountants: GE A 
Rapidly Developing Field 


Sm, — I feel that it is the duty of every practising 
accountant, when advising his client on tax and 
general financial matters, to ask his client whether or 
not the client has made his will. : 

Apart from the professional side of the matter, this 
is only common sense. 

I had a circular before me recently, published by a 
religious body to its members, advising those mem- 
bers who had not done so to consult either their 
solicitors or their accountants with a view to having a 
will executed. The inclusion of accountants interested 
me as it shows the present trend, and indicates that 
accountants are more and more becoming the trusted 
counsellors of more and more people. 

The accepted integrity of the accountancy pro- 
fession is one of the fine results of the co-ordination 
of accountants amongst themselves, and the standards 
set by the accountants of the past fifty years. That all 
practising accountants may be welded into one body 
before so very long is my hope, and will, I believe, 
be for the benefit of all. 

. This recognition by the public i is, so I think, creat- 
ing for accountants a new field. Accountants i in the 
future will be called upon more and more to under- 
take the management and administration of estates. 
Which brings me up sharply to the points I wish to 
make, The. position: now, however, seems to be 
changing, vis-à-vis the position as we have known. it. 

My experience is that, having opened, a client’s 
eyes to the necessity of his making a will, the first 
point is that the client nearly. invariably requests the 
accountant to execute the-will, and the second to act 
as executor. Should the accountant execute the will, 
and should be act as executor? For a long time it has 
been my practice as a general rule not to draw up 
wills, and not to act as executor, on the ground that 
this is work which should be done by solicitors. Also 
I have felt that, if a will is drawn up at my suggestion, 
‘ I should in no way in the future benefit at all under 
the will, even if acting as executor. Altruistic as this 
view may be, I am now compelled to change my view. 

I find that the public is demanding the services of 
accountants in the executorship field. because of the 
accountants’ expert knowledge of figures, tax and 
estate duties, and their accepted: standing as a pro- 
fession of known intégrity. This, combined with 
expressions from the profession itself, has altered my 
view of the whole matter. In the December issue of 
Accountancy, the. President of the Society of Incor- 
porated Accountant and -Auditors is spotted as 
follows: 

“The Braiden dance aise that : accountants were 

‘the most suitable persons to be appointed trustees 


under wills: They had all the right DE they 

were trained in business principles, wére cautious. 

by the nature of their training, and developed a 

balanced judgment, and integrity was their watch- 

word.’ 

On inquiry from senior members. of the profession 
I find that this seems to be the general feeling. 

This being so, I see no objection to accountants 
acting as executors and trustees to clients, and being 
paid the usual fees for so doing (the usual EE 
clause being included in the will): 

As things are, however, the profession must go 
further than this. Once it is. known to the clients of 
a busy firm with numerous connections that the™ 
partners are willing to act as executors under will, 
this work will‘tend to become a specialized depart- 
ment of that firm, and a specialist member of the firm 
will be required to undertake the work. This is the 
future trend I see, and I believe that the ‘accountancy 
profession has now one of its greatest BEES 
to expand into this great new field. 

I would even go so far as to say that the accountancy 
bodies should include in their genéral notices ‘that 
accountants are qualified by their training to under- 
take this work. This may seem reactionary but it is 
exactly what the banks ‘do, and it is, of course, only 
my personal view, but I do think that it is a duty we 
owe to the public. It is my hope that, as a result of 
this letter, action will be taken. 

One final thought is this: I think that the actual > 
execution of the will should be done by solicitors, 
from whom I believe the accountancy profession 
would receive complete co-operation in this matter. 


Yours faithfully, 


Evesham, Worcs. WILFRED TULLETT. 


` Directors’ Benefits: Use of Car 


Sir, — In accordance with subsection (4) of Section 40 
of the Finance Act, 1948 (now incorporated in the 
Income Tax Act, 1952), a local Inspector of ‘Taxes 
has charged certain directors of my company for the 
annual value of the use of cars. The rate which has 
been adopted,-g.per cent of the cost, seems to me to 
be quite reasonable, but I am at a loss to find out 
how this: percentage is arrived. at, and would be 
Sie for any guidance on this point, 


Yours faithfully, Gog 
HARRY. 


[Section 40 (4) (now Income Tax Act, i952, Section 
162 (4)) ts ambiguous; it could’ be argued- that where 
a company’s car is partly used. by a director for inon- 
business purposes, ‘the full annual. value of the use of 
the car Tor. all purposes could be charged on him, under 

chedule E. In practice a common-sense construction 
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is put upon it, i.e. the value of the actual private use by 
the director is to be calculated. Obvic isly this depends 

on the value of the car itself and also on the extent of 
. the private user. In practice the amount should be 
somewhere in the region of a sum which bears the same 
proportion to the wear and tear allowance as the 
= director’s private user bears to the total user. The 
object of Part IV of the Finance Act, 1948, was, in 
general, to prevent avoidance of tax. In so far as the 
employer receives no allowance in respect of the asset, 
no tax is being avoided, — Editor.] 


Estate Duty: Section 55 


SIR, — It is interesting to note in paragraph 43 (c) of 
the memorandum on estate duty submitted by the 
Institute to the Board of Inland Revenue, that the 
market value of the shares of public companies 
equals 63°8 per cent of the amount of the net assets. 
It would seem that there is a close relationship 
KS the difference of 36-2 per cent and the effect 

of profits tax. Under the existing law no more than 
66% per cent of the profits can ever be distributed to 
the shareholders. It does not state in the memorandum 


whether the undistributed profits tax relief has been 


deducted in arriving at the value of 63:8 per cent, but 
“one presumes not in view of the recent pronounce- 
ment made on non-distribution relief. 

In view of the effect of profits tax, there are good 
grounds for claiming that estate duty should only be 
levied on 2/3rds of the net assets of a limited 
' company. 


Yours faithfully, ` 
P. G. STEMBRIDGE, F.S.a.a. 
Birmingham, 3. 
Acquiring a Subsidiary 


Sir, — H. Ltd bought S. Ltd for, say, £200,000. At 
date of acquisition, S..Ltd owned S.S. Ltd, which 
stood in the books of S. at, say, £50,000. After some 
years it is desired to make S.S. a direct subsidiary of 
H 


The simplest way would be for H. to buy S.S. 
from S. for, say, cash, but even if only a nominal 
sum were paid the total cost to H. of the two com- 
panies would appear at a figure in excess of {200,000 — 
which would not be the truth. ‘Nil’ consideration is 
equally out of the question — D. as a separate legal 
entity, cannot simply be robbed of its asset (shares 
in S.S.). : l 

The best solution which occurs to me is for S. to 
declare "a dividend to D of, say, £50,000 (no tax 
complication — the payer need not deduct tax) out of 
. pre-acquisition profits and satisfy this by transferring 
its shares in DS. (transfer to beneficial owner — 
nominal stamp duty of ros). In H.’s books its interest 
in the two companies formerly shown as ‘shares in 
S. £200,000’. becomes (a) ‘shares in S. at cost less 
dividend out of pre-acquisition. profits, £ 150,000" e 
plus (b) ‘shares in DP. at ‘cost’ £50,000’ ~ total 
£200,000, and S. is relieved of S. S., the desired 
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result. No profits tax complication arises since group 
election is in force. 

The transaction being in the nature of an internal 
reshuffle and domestic to the group, there is no point 
in incurring ad valorem duties or additional tax and 
I seek the reassurance of readers that my proposal 
avoids these. 

A further point for opinion is whether the proposed 
transfer value £50,000 is exceptional when regard is 
had to the interests of S.’s creditors (other than 
100 per cent group companies). At acquisition date 
S.S.’s net worth was, say, £150,000, now, say, 
£200,000- (by reason only of ploughed-back post- 
acquisition profits). To circumvent this apparent 
sharp practice, ‘shares in S.S. in D. e books could be 
written up to either £150,000 or {200,000 with a 
compensating capital reserve created. Our object 
would still be achieved by the method described above 
but using the higher transfer value. By taking a 
correspondingly larger dividend frem S., the ultimate 
effect in the books of both H: and S. would be as 
before. 

There is no prospect, of course, of financial 
difficulties for the group or any of the constituent 
companies, but anything can happen and in the 
event of the insolvency of S., H.’s only legal obliga- 
tion is as a normal contributory and though concern 
for the.group’s status may cause it to ensure 20s in 
the £, it may decide otherwise; it may be unable to. 

The angles are numerous but a simple answer will 
no doubt be forthcoming as similar problems must 
often have been experienced. 

- Yours faithfully, 
X.S. 


Compensation for Loss of Office 


Sir,~ The help of your readers is sought on the 
following matter. 

B. is secretary of O. Ltd and C. Ltd and receives 
a salary from each. O. Lid and C. Ltd have an 
almost common directorate. O. Ltd have bought the 
business of C. Ltd, which will be wound up, conse- 
quently B. will lose the salary from that company, 
although he continues as secretary of O. Ltd. The 
salary from this company will not be increased. 

Is it usual to pay to B. compensation for loss of 
office in such a case? If so, what is the basis and who 
pays it? 

l Yours faithfully, 
- B.C. B 


Unusual Seasonal Wishes 
Sir, — I lay no claim to originating the following — in 
fact I was picked out as a recipient. 


‘Best wishes for the forthcoming year 
_ And may your net income 
Be reconciled with your. 
gross habits.’ 


A a recipient, I beg to sign myself 


056 Soe Ta) ` | WINE mc 
oh 
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- THE ACCOUNTANT ANNUAL AWARD 


‘As E announced, The Accountant proposes 
to make one or more awards annually to companies 
whose shares are quoted on a recognized stock 
exchange in the United Kingdom, in relation to 
the form and contents of the reports and accounts as 
issued to their members. ` ` 

The factors which will be considered by the panel 
of judges will include the adequacy of the information 
given and its presentation. 

‘Companies are requested to send, for consideration, 
copies of their reports and accounts (with any chair- 
man’s statement circulated therewith) to: 

The Secretary, The Accountant Annual Award, 
; A Drapers’ Gardens, 
pees Throgmorton Avenue, 
‘London, EC. 


These should be sent at the time of publication but 
for the 1954 award it is requested that they be sent 
so as to reach the secretary: not later than January 


3oth, 1954. 
The award in 1954 will be made in respect of the 


reports and accounts laid before the company in 


general meeting within the year ending December 
31st, 1953, and being for the financial year or other 
financial period ended last preceding that date. 


The panel of judges is composed of: 

Mr Montagu Gedge, Q.c., Chairman; Mr W. L. 
Barrows, J.P., F.C.A.; Sir Harold M. Barton, F.c.a.; 
Lord Latham, J.P., F.A.C.C.A.; Mr Thomas Lister, 


M.A., C.A; Mr Bertram Nelson, Ip. F.S.a:a.; Mr E 
Tyser; Mr Derek du Pré, Editor, The Accountant: 


NOTES AND NOTICES 


Index to Volume CXXIX: July-December 1953 


The general index to this volume — July-December 
1953, Volume CXXIX - is published with the present 
issue. The parts of this volume, with the index, can 
now be sent for binding. | 


Personal 


Messrs C. Nevite RUssELL & Co, Incorporated 
Accountants, of Poultry Chambers, rx Poultry, 
London, EC2, announce with regret that Mr CHARLES 
NEVILLE RUSSELL, F.S.A.A., senior partner of the 
firm, passed away at Woking on the evening of 
Tuesday, December 15th, after a short illness. 

Messrs W. A. Browne & Co, Chartered Account- 
ants, announce that as from January Ist, 1954, they 
have ‘taken into partnership Mr MALCOLM JAMES 
STEWART, A.C.A., who has been a _ member of their 
staff for some years. 

MR E. C. KINGHORN, B.A., F.C.A., announces that 
- he has opened an office at 24 Sunbridge Road, 
Bradford. Telephone: Bradford 31030. 

MR Jonn F. SMART, A.8.A.A., of Westminster Bank 
Chambers, 8-ọ Guildhall Street, Lincoln, announces 
that Mr Freperick Warp, with whom he was in 
partnership until December 31st, 1952, has recently 
completed special duties and has now retired from the 
firm. The practice. of Messrs Harrow Warp & 
SMART, Incorporated Accountants, is being conducted 
at the same address by Mr J. F. SMART. 

Messrs CHALMERS, Wang & Co, Chartered 
Accountants, of 5 Fenwick Street, Liverpool, 2, 
announce that Mr ALEXANDER MCLURE, C.A., who 
has been associated with the firm for the past. fifteen 
years, has been admitted to partnership as from 
January rst, 1954. 


Messrs CHIPCHASE, Woop & Co, Chartered 
Accountants, of 125 Albert Road, Middlesbrough, 
London and elsewhere, announce that as from 
December ist, 1953, they have taken into partnership 
Mr GORDON STEWART, A.C.A., who has been associated 
with the firm for a number of years. The style of the 
firm will remain unchanged. - 


Professional Notes 
Mr Leslie H. Davies, F.c.a., a partner in the firm. 
of Davies Bros. .& Co, of London, has been appointed 
a director of the Automobile Bank and Credit 
Corporation Ltd. 

Mr M. B. Browne, F.C.A., principal in the firm of 
Grundy, MacGowan & Browne, Chartered: Account- 
ants, of London, has joined, the board of F. Hills & 
Sons Ltd. 

Mr F. S. Maffin, A.C.A., has been appointed a 
director of Dictograph Telephones Ltd. ° 

Mr C. J. Maples, F.c.a., and Mr K. R. Conan: 
F.C.A., have been appointed directors of Fourth City 
and Commercial Investment Trust Ltd, and Mr 
W. M. Bean, F.c.a., and Mr D. V. House, P.C.A‘, have 
resigned their directorships. 

Mr E. A.. Barrington, A.C.A., and Mr J. A. Mac- 
Kinnon, CA, have been.appointed to the board of 


directors of Henry Gardner & Co Ltd. 


Obituary é 
WILLIAM JOHN OGDEN, F.C.A. 
It is with regret that we announce the death of Mr 


William John Ogden, F.c.a., which occurred on 


Christmas Day, shortly before his eighty-fourth 
birthday. He was a former senior partner of the firm 
of Ogden, Palmer & Langton, which was founded by 
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his father in 1803 and was the forerunner of the 
present firm of Ogden, Hibberd Bull & Langton, 
Chartéred Accountants, of Ely Place, London. 

Mr Ogden, who contributed 0 much to the 
development of the business during his lifelong 
association with it, retired in 1926 to devote himself 
to consultative work and his directorship of several 
companies. All who knew him will remember him 
for the keenness of his interest in their problems — 
whethér personal or professional. This derived from 
a fundamental love of his fellow men and a resulting 
eagerness to understand their needs and serve them 
in every way he could. 


‘Percy WICKENDEN, F.C.A;: 


We have learned with regret of the recent death, at 
the age of 71, of Mr Percy Wickenden, F.c.a., 
formerly senior partner in the firm of Creasey, Son 
re Wickenden, Chartered Accountants, of Tunbridge 
Wells. 
_ Mr Wickenden was admitted an Associate of the 
Institute in 1905, and admitted a Fellow in 1919. He 
was made a Freeman of the City of London in 1922. 

Among his many public activities, he was president 
of the Tunbridge Wells Chamber of Trade in 1926, 
and for more than twenty years was secretary of the 
Tunbridge Wells Permanent Building Society. He 
was also a member of the building committee of the 
Kent and Sussex Hospital. In 1934 he was elected 
president of the South Eastern Society of Chartered 
` Accountants. . 

Mr Wickenden took a wide interest in sport, being 
a member of the Kent County Cricket Club, a 
founder member of the Tunbridge Wells Bowling 
Club, and a founder member, and for many years 
r president, of the Monson Swimming Club. 


Sır Tuomson McLintocx, BT., M.A:(CANTAB), C.A. 


Itis with regret that we record the death on December 
23rd of Sir Thomson McLintock, Bt., M.A.(CANTAB), 
C.A., following a road accident in East Africa when 
his car, together with another car travelling in the 
same direction, were in collision with a lorry. 

Sir Thomson McLintock, who was aged 48, was 
-the only son of the late Sir William McLintock, Bt., 
who for many years was senior partner in the firm of 
Thomson McLintock & Co, Chartered Accountants. 

Educated -at Loretto and Pembroke College, 
Cambridge, he was admittėd to membership of The 
Institute of Chartered Accountants of Scotland in 
1931. He succeeded his father as second baronet in 
1947 and had lately commenced in practice in Nairobi. 
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Appointments to the Monopolies Commission 


Mr W. G. Cullen, C.A., who retired in 1947 from the 
senior partnership in the firm of Price Waterhouse, 
Peat & Co, has agreed to serve as a part-time member 
of the Monopolies and Restrictive Practices. Com- 
mission, and Sir Richard Yeabsley, C.B.E., F.S.A.A,, a 
partner in the firm of Hill, Vellacott & Co, who is an 
existing part-time member, has accepted an extended 
appointment with the Commission. 

By the Monopolies and Restrictive Practices Com- 
mission Act, which became law in October 1953, the 
Board of Trade is empowered to appoint.not more than 
twenty-five members to the Commission, compared 


with the former statutory maximum of ten under 


the Monopolies and Restrictive Practices (Inquiry 
and Control) Act, 1948. It now numbers fourteen. 


London and District Society of Chartered 
Accountants 


LUNCHEON MEETING 


A luncheon is to be held on Tuesday, jase: e, 
at the Connaught Rooms, Great Queen Street, Kings- 
way, WCz2, at 12.30 p.m. for r p.m., to be followed 
by an address by the Rt. Hon. Sir Hartley Shawcross, 
P.C., Q.C., M.P. 


The Chartered Accountant Students’ 
Society of London 


The following meetings of the London Students’ 

Society will be held during next week: 

Thursday, 5.30 p.m.: Lecture, “The valuation of current 
assets’, by Mr David Solomons, B.COM., A.C.A. (Reader 
in Accounting, University of London}. ` 

Friday, 1 p.m.: Lunch-time discussion of study problems 
brought by students. 


The Chartered Accountants’ Students’ Society 
of Kingston upon Hull | 

The Chartered Accountants’ Students’ Society of 

Kingston upon Hull held its first debate for some time 


on Friday, December 4th, at the Young People’s 


Institute, George Street, Hull, under the chairman- 


- ship of Mr H. G. Sergeant, A.C.A. 


The meeting took the form of two short debates on 
the following motions: “That there should be no 
closing time restriction for public houses’, proposed by 
Mr G. H. Barker, opposed by Mr E. G. Robertson, 
and ‘That a physical check of stock should be included 
as part.of every audit’; proposed by Mr J. M. Young, 
opposed by Mr D. L. Dukes. 

After considerable discussion in each case the first 
motion was carried by ro votes to 8 and the second 
was defeated by 12 votes to 5. 


JOHN FOORD & COMPANY 


56 VICTORIA STREET, LONDON, SWI 


Telephone: Victoria 2002 (3 lines) 


VALUERS AND ASSESSORS 





OF WORKS, FACTORIES, PLANT & MACHINERY, Etc. 
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Ministry of Labour Appointments Service . 


The Ministry of Labour and National Service has 
appointments offices at London, Manchester and 
, Glasgow that specialize in professional, managerial 
- and the higher range of executive posts. The 
London office register contains qualified accountants, 
many of whom are in employment but seeking a 
change to enhance their future prospects. When 
registrations are accepted, full detatls of experience 
are obtained so that any reasonable job requirement 
can be matched by selected candidates. A prospective 
employer may call and discuss the available field or 
details of candidates can be sent confidentially by 
post. The employer may, if he wishes, interview 
them at the appointments office. 

Though there is constant change in such a register, 
‘its general composition is fairly stable and, on the 
whole, accurately reflects current conditions. Regis- 
trants are asked to state the minimum salary they will 
consider, for a post offering them greater scope, or 
for an appointment they may be seeking in a chosen 
locality only. The stipulation ‘age under 40’ 1s fre- 
quently made by employers but this is often incom- 
patible with seeking ‘the right man for the job’ and 
valuable accountancy: knowledge and practice is 
likely to be found-if the age range is made a little more 
flexible. 

The address of the London Appointments Office is 

1-6 Tavistock Square, London, WC1. Telephone: 
Euston 4383. 
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Business Efficiency Exhibition 


The first’ of the 1954 regional business efficiency 
- exhibitions to be organized by the Office Appliance 
and Business Equipment ‘Trades Association, spon- 
sors of the national business efficiency exhibition, 


will take place at Fenton Street Barracks, Leeds, — 


from February 23rd to 26th. The exhibition will be 
the first to be held i in Leeds since before the war. 


Accountants’ Crossword: Solution 


The solution of the crossword problem compiled by 
Mr KENNETH TRICKETT, A.S.A.A., published in last 
week’s issue is as follows: 


Across: 1. Mercantile Agent; 8. Returns; 9. Assurer; 
ro. None; rr. Thereto; 12. India; 13. Again; 14. Chart; 
16. Curve; 17. Large; 19. Merge; 21. Nominee; 22. Plea; 
24. Utility; 25. Earmark; 26. Executor’s Assent. 

Down: 1. Marine Adventure; 2. Rotunda; 3. Acre; 
4. Tested; 5. Answerable; 6. Earnést; 7. Turn of the Market; 
g. Attach; 12. In Transitu; 15. Remedy; 16. Combine; 
18. Release; 20. Refers; 23. Arts. 
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"TWENTY-FIVE YEARS AGO 
From The Accountant or JANUARY 5TH, 1929 
Extract from Leading Article entitled 
1928 and 1929 


Undoubtedly, one of the outstanding landmarks by 
which the year will be long remembered is the Com- 
paniés Act, 1928, which, after remarkably detailed 
discussion evoking, for a-non-party measure, an 
unusual degree of public interest, passed through all ` 
its parliamentary stages to the Royal Assent. The 
Act, except in one minor respect, is, of course, not 
yet in force, but it has already been effective in many 
instances, notably i in connection with the content of 
prospectuses, in setting a new standard of perform- 
ance. The coming year must bring a change of 
Government, but, whatever be the political colour 
of our new rulers, they can hardly delay for long the 
promised new consolidation of the company statutes» 
which is to give final effect to the legislation now lying 
in chrysalis form. This consolidation will be a boon, 
for the new Act is a very lengthy document incor- 
porating a bewildering number of references to 
previous statutes. In many ways the 1928 Act 
strengthened the position of accountants, and it did 
this not so much by handing over to them definite 
powers as by legalizing practices which have always 
been regarded as the best professional standard, such, 
for example, as the three years’ review in prospectuses 
and the disclosure in balance sheets of loans o ` 
directors. 


SEVENTY-FIVE YEARS AGO 
From he Accountant op JANUARY 4TH, 1879 
The Incorporation of Accountants_ 


By way of supplementing previous paragraphs in 
The Accountant relating to the Bill, which it is pro- 
posed to introduce in the forthcoming ‘Session of 
Parliament with a view to the Incorporation of 
Accountants, we may state that within the last few 
days communications have been formally opened 
between the Council of the Institute of Accountants 
and the Society of Accountants in England, with the 
view to arranging such.terms as will adequately 
represent the interests of the profession generally. 

As will be seen by a paragraph published else- 
where, forwarded to us by the Secretary of the 
Society of Accountants in England, a committee was 
appointed at the last monthly meeting of that body, 
to meet the Council of the Institute on the subject 
of the Bill. 
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WAGES AND INCENTIVES 


HE progress of human society, said THOMAS CARLYLE, 
depends on ‘the better and better apportioning of wages 

. to work’, As the-relationship between master and man has 
developed down the ages, the difficulties of this division have 
increased. Under the feudal system, it was a comparatively simple 
allocation. All power and authority were directly derived from the 
throne and the labourer had little or no command over his 
material destiny. His subsequent emancipation has been gradual 
and it has been influenced by many circumstances, domestic and 
extraneous. Under the present factory system, he is probably 
more independent than were any of his ancestors but so compli- 
cated has the economic structure of industrial society become that 
it has not yet been possible to achieve a permanent equilibrium 


between work and wages. Many systems, based on time or pro- ` 


duction, or on a combination of both, have been evolved but none 
of these can be applied universally. In consequence, inequalities 
in wages rates continue to exist between workers in comparable 
industries and even between workers in the same industry, per- 
forming similar tsk fiecemea attempts at removing these 
anomalies succeed only”in creating others or in causing frustra- 
tion. For example, because of large all-round increases in wages 
rates in recent years, the gap between the remunerations of skilled 
and unskilled employees has lessened appreciably. This situation 
has-reduced the premium on craftsmanship and, also, has fostered 
a disinclination to accept responsibility when the reward is smaller. 

The latest review of these and other problems created by the 
curious wages structure of British industry was published last 
Monday by the Institute of Cost and Works Accountants. It is 
the seventh in the series of subjects transmitted for study to 
branches of the Institute and is entitled Employee Remuneration and 
Incentives.+ After an introduction giving definitions and an outline 
of the scope, the work is divided into six main sections. The first 
of these traces the history of wages from medieval times down 
to the present day. It concludes with the statement that there is 
an increasing demand in this country for a national wages policy, 
based on a central principle, to replace-the law of the market 
which even yet mainly determines the reward for labour. This 
historical background enables the current problem to be seen in 
its true perspective and some indication of its magnitude may be 
gained from the fact that in the 150 years from 1801 the population 
of this country rose from 10°5 million to 48-9 million. 

The second section considers the underlying principles which 
govern remuneration from the respective viewpoints of the State, 
the employer and the employee. It is clear that these interests are 
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interdependent. If the standard of living of a 
greatly enhanced population is to be maintained 
or increased, then the national economy must be 


so balanced as to make exports pay for imports. 
The remuneration of the Worker accordingly 


depends on the country’s ability to trade profit- 


ably with other nations. As, however, the goods 
and services which form the basis of these trans- 
actions are produced by the worker, the recipe 
for his own prosperity — increased output at 
lower cost — rests largely on the extent of his own 
efforts. Despite the change in emphasis from 


parochial to international trade, he has, if he 


aspires to make it a fulfilment rather than an 
evasion of responsibility, more command over 
his material destiny than had his medieval 
counterpart living in the shadow of the feudal 
stronghold. | 

The third section deals with the mechanics of 
the main systems of calculating remuneration 
from the straightforward time rate at ordinary 
levels to profit-sharing schemes and co-partner- 
ship. It is interesting to note the extent of the 
application of the various methods. In this 
country in 1949, according to a Ministry of 
Labour inquiry, 71 per cent of all workers were 
still paid on a purely time basis as compared with 
75 per cent in 1938. In the United States, where 
mass production is more extensive and where 
incentive bonus schemes (which include, also, 
office staffs) are widely accepted, the correspond- 
ing percentage in 1949 was 14, as compared with 
26 per cent in 1930. Although it was established 
by the inquiry that the bulk of British workers 
were paid on a time basis, methods of payment 
by results were found in most industries, par- 
ticularly those in which production could be 
related to effort. In the metal manufacturing 
industry, 55 per cent of the workers were on 
piece-work rates and then followed engineering 
(51 per cent), textiles (49 per cent) and clothing 
(38 per cent). 

A review of the merits and demerits of methods 
of remuneration and a survey of the economic, 
social and political factors influencing these 
methods occupy the fourth and fifth sections. It 
is generally accepted that, rightly or wrongly, 
people work primarily for financial gain so that, 
whatever its limitations, some form of payment 
by results is probably the greatest inducement to 
increased effort. The importance of non-monetary 


THE ACCOUNTANT 


incentives is, however, becoming more apparent. 
Some of these are included in a list of ‘job 
attributes’ which a survey of 325 British women 
workers, made in 1947, placed in this order of 
popularity: steady work, comfortable working 
conditions, good comparisons, good boss, oppor- 
tunities for advancement, high pay, opportunity 
to use ideas, training schemes, good hours, and 
easy work. In a similar survey of 100 American 
department store workers, opportunities for 
advancement took precedence over steady work 
but it was agreed that good hours and easy work 
were the two least important items. 

In its final section on present-day trends, the 
Institute states that one of the drawbacks to a 


be that it might act as a brake to incentive. Under 
a legislated scale of wages rates, extras in the 
way of incentive bonuses in any substantial 


-degree would tend to create anomalies no. less 


serious than those which at present exist. Con- 
sideration is also given to the proposal, favoured 
by many competent authorities, that a national 
advisory board should be established. Something 
akin to such a body came into existence, albeit 
temporarily, last week when the MINISTER OF 


- LABOUR appointed two courts of inquiry (each 


with the same members) to examine the wages 
disputes in the engineering and shipbuilding 
industries. The profession has a personal interest 
in the courts in that — as described in a Weekly 
Note in this issue-two eminent chartered 
accountants, one serving as an independent 
member and the other representing the employers’ 
interests, are among the five members. We wish 
them well in their important deliberations and 
hope that, in these test ‘cases, the civilized 
principle and practice of arbitration will be 
upheld. = 

The report concludes with the opinion that to 
any equitable system of remuneration ‘realism, 
appreciation of fundamental purpose, common 
sense and honesty of intention’ must be con- 
tributories. The system must also recognize the 
paramount need for increased productivity and 
“contain the incentive for its achievement’. These 
sentiments, indeed, are echoed throughout the 
entire report which, if it does not of itself provide 
a solution to the vexed questions of wage stability, 
examines the problem with commendable clarity 
and in admirable detail. 
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FALSE TRADE DESCRIPTIONS 
THE NEW LAW 


goods is a matter of everyday occurrence, 

and in view of the important amendments 
of the law which will come into force on February 
Ist, 1954, when Section 1 of the Merchandise 
Marks Act, 1953, comes into operation, account- 
ants who act as directors or secretaries, particularly 
of companies engaged in the manufacture or sale 
of goods of any kind, or in the business of advertis- 
ing agents, should hasten to take stock of the new 
position. 

What is somewhat surprising is that it should 
have taken more than half a century to close 
some of the gaps in the law. The definitions of 
‘trade description’ and ‘false trade description’ 
contained in Section 3 of the Merchandise 
Marks Act, 1887, were found wanting in many 
respects, and the employment of skilfully drafted 

‘puffs’ have enabled persons so minded to mislead 
the public. 

Under the earlier definition, de expression 
‘trade description’ was confined to statements or 
other indications as to a limited class of matters, 
a Viz. as to the number, quantity, measure, gauge, 
weight, place or country of origin, mode of 
manufacture or production or composition of 
goods. Statements as to the goods being the 
subject of any existing patent, privilege or copy- 
right, were also included. Misstatements, accord- 
ingly, as to the standard of quality of the goods, 
or as to their fitness for any purpose, or as to 


Ta application of trade descriptions to 


their strength, performance and behaviour, were ` 


not affected. 

One could, therefore, ‘with impunity, have 
described goods as being ‘first class’ or of ‘prime 
quality’ although they were not of that high 


standard. Or again, one may have said of goods — 


that they were ‘unshrinkable’, ‘stainless’, ‘will 
not fade’, ‘will open any tin’, and so forth, 
A even though they did not have such qualities. 

Under the extended definition of ‘trade descrip- 
tion’ however, ‘puffs’ of these kinds will be re- 
strained, for the definition will extend to state- 
ments or indications as to the standard of quality of 
any goods according to the classification commonly 
used or recognized in the trade, or as to their fitness 


for purpose, strength, performance or behaviour. 

The previous definition of ‘false trade des- 
cription’ in the Act of 1887 has also been con- 
siderably strengthened by Section 1 of the Act of 
1953. The original definition applied only to 
descriptions which were false in any material 
particular; though it also included alterations 
of a trade description which made it false in a 
material aspect. | 

Descriptions which were merely misleading, 
but not false, accordingly escaped the net. 

Thus one could describe goods as ‘sherry 
type’ although the contents did not constitute 
sherry, or fix a tartan label to a bottle of whisky, 
without actually using the words ‘Scotch’ when 
it was not Scotch whisky, or mark goods which 
were not of pure wool, as ‘wool’ in large letters, 
with the addition in small type of the words ‘and 
cotton’ and in each case the description, however 
misleading, would not have been ‘false’. 

The new definition in Section 1 of the 1953 
Act includes ‘misleading’ descriptions as well, 
so that descriptions of the kinds mentioned above 
will now be within the boundaries. of the law. 

Another provision in the new Act to which 
attention should be drawn is Section 4, which 
gives statutory approval to the construction 
placed, by the decision in Allard v. Selfridge & 
Co Ltd ([1925] 1 K.B. 129), on Section 2 (2) of 
the Act of 1887. That section makes certain ` 
statutory defences available to a person charged 
with selling, exposing for sale, or having in his 
possession, goods to which, inter alia, any forged 
trade-mark’ or false trade description has been 
applied. It is now made clear that there are only 
two defences open under this section. These 
defences are: (1) that having taken all reasonable 
precautions against committing an offence under 
the Act, the person charged had, at the time of the 
commission of the alleged offence, no reason to 
suspect the genuiness of the trade-mark, mark, 
or trade description, and that on demand made 
by or on behalf of the prosecutor, he gave all the 
information in his power with respect to the 
persons from whom he obtained the goods or 
things; (2) that otherwise he had acted innocently. 
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THE ‘RISE AND FALL’ CLAUSE. 


by PETER D. TAYLOR, A.C.A. 


In times of fluctuat’ 


*nosts, whether of materials or labour-or both, all manu- 


facturers have to kepe.) selling prices in line with their costs. Where medium 

or long-term contracts are involved, an ‘increased costs’ clause is incorporated 

in the contract conditions, and thereby a series of problems arises affecting the 
accountant and his staff and also, but not so directly, the auditor. 


Introduction 


There is one aspect of business which a profes- 
sional accountant may not meet in.the ordinary 
course of events. If he goes into commerce, 
however, he will find that the so-called ‘rise and 
fall’ clause has an important bearing on almost 
every aspect of his work. It will affect the 
procedure for inward and outward invoicing, 
estimating and costing. 

The rise and fall clause is an extension to the 
price clause mm many contracts. An example of 
such a clause is: 

‘If by reason of any rise and fall in the rates of 
‘wages payable to labour, or in the cost of material 
or transport, or of conforming with any Acts of 
Parliament, or orders or regulations made with 
statutory authority by Government departments, 
above or below costs ruling at the date specified in 
the tender, then the cost to the contractor of per- 
forming his obligations shall be increased or 
reduced; the amount of such increase or reduction 
shall be added to or deducted from the contract 
price.’ 

There are infinite types of clauses varying 
from a broad statement that material will be 
invoiced at the price ruling at the date of dis- 
patch, to the provision of a specific formula for 
the calculation of the increase or decrease. 


Overheads and Profit 


In the case of a contracting firm placing numerous 
orders with sub-contractors, the clause may make 
provision for the actual increase or decrease plus 
a small percentage to cover the overhead charges 
involved in the handling of these increases or 
decreases. 

Since for some time now the increases have 
far outweighed the decreases, it is not easy to 
say whether the percentage referred to above 
would be added to’ or deducted from a net 
decrease if such a state of affairs existed. 

Generally speaking, the increases should not 
take into account any overheads or profit, i.e. 
they should be only net increases; but in actual 
practice, firms which invoice at prices ruling at 
date of dispatch obtain overheads and profit as 


well. Those that work on-a formula or at a 
percentage on the quoted price generally do not 
receive more than the net increase, 


Formulae 
The formulae referred to above are varied and 


s 


are based on index numbers and accepted ~ 


national wage rates. For example, the price 
variation may be calculated on 85 per cent of the 
contract price, the remaining 15 per cent being 
assumed to be overheads and profit. This 85 
per cent is then split between labour and materials, 
say 40 per cent labour, 45 per cent materials, or 
50 per cent labour, 35 per cent materials. In the 
latter case 35 per cent of the contract price is then 


adjusted by the percentage increase or decrease. 


in a specified Board of Trade index number. The 
index numbers concerned are those at the date 
of the tender, and at the midway point of the 
contract (or in some cases 2/3rds). 


Similarly, 50 per cent of the contract price | 


would be adjusted by the percentage variation in * 


the specified nationally accepted rate of pay, but 
in this case the amount is multiplied by a 
fraction which represents the proportion of the 
contract period during which the increase or 
decrease has applied. 

A specimen price variation formula is shown 
below. 


` SpECIMEN PRICE VARIATION' FORMULA 


Applicable to Contracts Delivered F.O.B. or FOR: 


(Excluding Erection). 
Any adjustment which may be necessary to the 
price quoted in this tender due to direct variations 
in costs of material and labour will be calculated on 
the basis of the following formula: 


(1) Labour 


For any variation in the rates Ge to adult È 


male labour accepted nationally by the employers’ 
federation concerned from those ruling at the date of 
the tender the contract price shall be adjusted at the 
rate of +5 per cent of the contract price per 1 per 
cent variation in such rates, multiplied by a faetor 
representing the ratio, the period during which such 


‘increased or decreased. rates are maintained bears 


- 
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to the duration of the contract. The duration of the 
contract shall be taken as the total time from the date 
of order to the date on which the final shipment of 


„material leaves our works. 


A (2) Materials 


For any variation in costs of the materials employed 
in completing the contract from those ruling at the 
date of tender, the contract price shall be adjusted 
at the rate of -35 per cent of the contract price for 
each r per cent by which the index figure for iron 
and steel tast published in the Board of Trade Fournal, 
before the date which is midway between the date 
of order and the date on which the final shipment 
of the materia] leaves our works is above or below 
the index figure last published before the date of 
tender. 


For the purpose of these calculations, the order 
date shall be taken as the date on which we received 
definite instructions enabling us to commence 
manufacture. 


Spectal note 
The above formula deals only with variations due 
to direct increases/reductions in costs of materials 


. and labour and any variation in cost of transport, 


| 


working hours, allowances paid to labour, or to 


abnormal conditions, would be dealt with separately. - 


Extent of Price Adjustment 


In "a firm of contracting engineers the net in- 
creases passed on to clients will include, in 
addition to charges from sub-contractors and 
increases in labour rates on site, items such as 
holidays with pay and other dependent labour 
charges, equipment on site, and even draughts- 
men’s time when it is allocated to a particular 
job. 

In some cases the rise and fall clause may be 
restricted. For example, a maximum of 5 per cent 
may be stated in the clause, and any variation in 
excess of this percentage would be borne by the 
contractor. 

Where the formula does not apply, price 
variations may be treated as a separate part of a 
contract, invoiced monthly and paid in full 
without any retention. Unless this is done, the 
amount of capital locked up in increases can be 


considerable when it is remembered that they - 


may amount to 10 per cent of the contract price. 

From the contractor’s point of view, the merits 
of the various formulae or of the actual cost ‘basis 
will depend on the facts of each case;- thus, 
where a formula ‘is applied which only takes into 
account the variation in material price indices for 
the first half of the contract, then obviously if 
increases take effect in the first part of the con- 
tract the contractor using the formula will 


benefit, but if they take effect in the second half, 
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then he loses. This is, of course, not known at 
the date a contract is drawn up. 


The Contractor’s Records 


The effect on the contractor’s records is very wide. 
Whether he is working on an actual basis or a 
formula, he will still need to segregate all varia- 
tions in price. In the former case these will have 
to be listed and charged out to clients. In all 
cases the balance remaining can be used for 
comparison with the original estimate. 

Obviously the actual cost cannot be compared 
with Che estimated cost due to the variations in 
price which occur between the two, due solely to 
the passage of time. In practice it is therefore 
necessary to divide each incoming invoice, each 
wage sheet, and every item of direct expense, 
into cost at the contract date and the subsequent 
increase or decrease. The increases or decreases 
are not treated as cost items, and are not entered 
in the cost ledgers. 

Where these variations in price are received 
from sub-contractors and passed on to clients 
then there is an obligation to the client to check 
that the variations are reasonable. This is not 
easy, and the only solution when a formula is not 
applied, is to ensure a true relation to national 
wage awards and material increases. 

In some cases, the clients may insist on an 
audit of the contractor’s records. This in -itself 
presents a problem, as the records must be kept 
in a manner which can be readily checked. In 
other cases an auditor’s certificate may be 
required, and the same problems arise. 


Cost at Contract Date 


By the time the sub-orders are placed by the 
main contractor, it may be long after the original 
contract date. Nevertheless, it is necessary to 
obtain from sub-contractors the price which 
would have applied at the contract date to enable 
the difference to be ascertained. Where the sub- 
contractor works to a price list this 1s not par- 
ticularly difficult, but for items specially 
manufactured he will have to re-estimate as at 
the old contract date. A peculiar problem arises 
when the firm in question was not even in 
existence at the contract date. To ensure that 
sub-contractors give an accurate price at the 
contract date it is sometimes necessary to ask for 


this information before the order is placed. 


Where a variation takes place to the contract 
price owing to some modification requested by 
clients, this may be dealt with by quoting the 
extra price as at the-original contract date. If 
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this is not done: then the labour on site may be 
‘working at one and the same time on the basis 
of two different contract dates, and it would be 
very difficult to calculate the cost variation 
involved. 

Where a contract is run on a cost basis, it is 
still necessary to adopt the same procedure if the 
client 1s to have any idea of the estimated cost. 
Generally speaking, an estimated cost is provided 
at the beginning of the contract, and this is 
adjusted to take into account the price increases 
or decreases. The client is thus able to obtain a 
_ good idea of his commitments. 

Rise and fall also affects the budgets for sales, 
purchases and wages, working capital and cash. 
‘The variations to sales and to purchases can be 
ignored if they are considered to cancel each 
other. But owing to the delay before increases 
can be claimed, particularly when a formula is 
used, the working capital, and consequently 


_the cash required, is increased. Conversely, for 


3 


a decrease less cash is required. 


The Auditor 


The auditor of a firm which has had to modify | 


its records and accounts to accommodate the 
effects of the rise and fall clause will also be well 
aware of the problems involved. Generally speak- 
ing, however, the actual conduct of the audit will 
not be varied to any great extent. 

The auditor may, however, be called on to 
certify the amount of the increases or decreases 
for the benefit of, say, an overseas buyer. This 
will involve a detailed examination of invoices, 
and in particular of documents stating prices 
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at contract date. This is a difficult task, as in 
many cases the contract date price is given as 
‘less 10 per cent’ or a similar statement. The 
question then arises, is it present-day price less 
10 per cent or contract date price plus ro per 
cent? Any discount allowed by suppliers must 
also be taken into account. 


The Buyer 


From the buyer’s point of view, the rise and fall 
clause has no redeeming features. He has no 
knowledge of the actual final price and so is 
unable to gauge his commitments accurately. 
Moreover, he has little or no control over the 
variations. ‘This is particularly the case for a 
foreign buyer who is dependent upon the labour 
conditions and cost of raw materials in another 
country. Generally speaking, unless the contract-is 
based on a price variation formula, the only 
safeguard he has is to ask for an auditor’s certifi- 
cate. Obviously an overseas buyer will prefer a 
fixed price contract or at least one which limits 
the amount of price variation. 

It is very important, therefore, that if we are 
to keep our export markets we should endeavour 
to present to an overséas client a fixed price. ‘This 
could be done either by direct Government inter- 
vention or by Government-sponsored schemes 
to aid the exporter. In the former case, the price 
increases would be in effect accepted as a national 
burden. In the latter case the cost of quoting a 
fixed price could be shared between the exporter 
and the Government. This might be done by a 
subsidized national insurance company who 
would accept insurance against price increases. 


NEW TOWNS AND THE PROFESSION 


by G. R. RAWES, T.D., A.S.A.A., F.I.M.T.A., A.C.1.S. 


HAT interest is there for the account- 
ancy profession in the progress of the 
new towns? It is over six years now 
since the first development corporation was 
created under powers contained in’ the New 
Towns Act, 1946. Since then fourteen corpora- 
tions have been established, twelve in England 
and Wales and two in Scotland. In this period a 
‘good deal of spadework has been done in the 
planning, engineering and architectural tasks, 
and the achievements in these spheres have 
received attention in both the popular and 
technical Press. 
The less spectacular financial spadework has 


gone comparatively unreported. It is timely, 


therefore, to focus the attention of the profession ` 
on to this great post-war social experiment. ‘The 
whole conception of new town development is 
new and, furthermore, many of the economic and 
financial questions which arise in such a vast 
project derive from widely variable local con- 
ditions. 

The situation calls constantly for a spirited 
and often unorthodox approach on all the tech- | 
nical aspects. Likewise the accountant’s point 
of view and the application of accounting prin- 
ciples, nowadays an inherent part of all forms of 
this development, must be characterized by a 
spirit of freshness equal to the increasing tempo 
and expansion of the whole project. 
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Nature of the Corporations 


The corporations are statutory bodies created 
under the Act of 1946. Their task in its simplest 
form is that of an estate developer on a very big 
scale. The development is a process extending 
over at least eight years, depending on the size 
and character of the individual projects. 


When the Minister of Housing and Local 
Government is satisfied that the purposes for 
which a corporation was established have been 
substantially achieved, and it is not expedient 
on financial grounds to defer the disposal, he is 
empowered to wind up and dissolve a corporation. 
In this event the assets and liabilities will pass, 
at an agreed valuation, to an appropriate local 
authority and thence merge into a normal local 
government unit. Thus development corpora- 


tions are not permanent bodies. 


The members of corporations are appointed by 
the Minister with official remuneration and 
expense allowances. Members are chosen with 
due regard to their qualification, experience or 
special local knowledge in the aspects of the 
development project. It is in this way that some 
accountants have been appointed to share in 
these responsibilities. 


Borrowing Powers 


The Act prescribes that corporations have no 
borrowing powers other than from the Ex- 
chequer. The Minister makes advances of cash 
to the corporations which are repayable, together 


` with interest, annually over a period of sixty 


Geff 


years. The Treasury prescribes the terms of 
borrowing and the rates of interest. These 
advances are to be used to defray only approved 
expenditure, whether it be for capital develop- 


ment purposes or day-to-day requirements. 


The Minister is required to be satisfied with 
the reasonableness of the expected financial 
return, by. way of rent or other revenue, on all 
forms of development before permitting any 
advance of money to the corporations. This 
compels the boards concerned to have proper 
regard to the full economic aspects of all develop- 
ment schemes. At this early stage the account- 
ant’s viewpoint and advice is valuable in the 
assessment of probable rents to be secured on 
the various forms of projected development like 
dwellings, factories and shops. It .is only from 
these sources that funds can become available 
for substantially the whole of the corporations 


- financial liabilities, including the repayment and 


interest on borrowed capital. 
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The size of these transactions can be gauged 
when regard is had to the figure of £49 million 
as the amount of advances made or authorized 
up to March 31st, 1953. Recent experience has 
shown that with the quickened pace of building 
in the year 1952—53 further advances from the 
Consolidated Fund of the Exchequer up to the 
£100 million previously approved by Parlia- 
ment would be insufficient. This provision was, 
therefore, increased by Parliament last July to 
£150 million. The potential Exchequer commit- 
ment which may eventually have to be met is 
estimated to be within the range of £250 million to 
£275 million. This amount must be authorized 
by new legislation. However, increasing costs of 
construction and other economic tendencies may 
make this estimate inadequate. By the time this 
ággregate expenditure has been incurred, repay- 
ment by corporations of advances may amount to 


‘upwards of £20 million. 


Development Costs and the Accountant 


From the accountancy point of view, it is import- 
ant that the costs of planning, engineering and 
architecture, including land acquisition, are 
properly apportioned between the various types 
of development. Otherwise the ultimate incidence 
of cost of the outlay involved may fall dispro- 
portionately as between house-tenants, indus- 
trialists or shopkeepers. As an example, the 
cost of certain lengths of roads and sewers, 
which will serve both housing areas and an 
industrial estate, will have to be equitably 
apportioned. The part attributable to housing 
will become a charge on the house rents, 
whilst the part allocated to industry will have to 
be recovered from the ground-rents payable by 


‘industry. If the resultant rent-charge to either 


class is considered to be too high, having regard 
to what the ‘market’ is able and willing to pay, 
then a modification of the original scheme of 
road and sewer works may have to be prepared. 

Nor is this all. Regard must also be had to the 
expected maintenance costs arising not only in 
the immediate future with which the corpora- 
tions are concerned, but also-in the years ahead 
when the corporations successors assume re- 
sponsibility. The costly sewerage systems and 
sewage disposal works now in course of con- 
struction are examples of the problems which 


‘must concern posterity. The accountant has to be 


very circumspect in answering such complex 
questions which materially affect the incidence 
of cost of these services between present and 
future generations of the new town inhabitants. 
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Financial Control 


Accountants, at the official level, have responsi- 
bilities in the field of techniques and accounting 
practice, apart from their advisory obligations 
in the formulation of policy. They are responsible 
for maintaining a system of financial control over, 
all activities. Accordingly, in all new town cor- 
porations accountants direct separate finance 
departments. These are organized into sections, 
one of which might examine and record expendi- 
ture on capital contracts and revenue services, 
salary, wage and income-tax records; another 
would be responsible for income accounting 
embracing the computation of rents and charges 
and other accruing income including housing 
subsidies. 

The ‘collection of house rents, payment of 
wages and other cash disbursements would be 
under the control of a head cashier. Co-ordinating 
these operations might be an accounting and 
internal audit section dealing with the higher 
matters affecting corporation policy, preparation 
of annual accounts, financial statements for the 
board and ministerial purposes, and the examina- 
tion and report on planning projects. These 
organizational frameworks are strengthened by 
the employment in almost all corporations of 
punched-cards or accounting machines for book- 
keeping operations. 

-The system of financial control is based on the 
annual budget submitted to the boards in 
November or December each year. After adoption 
by the corporations, they are transmitted to the 
- Minister who gives his approval with or without 
modification before the end of March. This 
enables the amounts of money available to the 
accounting heads of expenditure and income to 
be acted upon right at the commencement of a 
new financial year. A system of supplementary 
votes for excess spending or new expenditure 
completes the picture. 

The number (and value) of transactions handled 
in the finance departments is increasing as the 
speed of corporation development is moving into 
top gear. As a result, the accountants must keep 
on their toes and see to it that the accounting 
systems are flexible enough to absorb inevitable 
new demands. ! 


Accounts 


The form of the annual accounts to be used by 
all corporations has been prescribed by the 
Minister. These accounts follow the recom- 
mendations made in 1951 of a committee of 
accountants associated with the new towns under 


January 9th, 1954 


the chairmanship of Sir Reginald Wilson, c.a. 
The basis of these accounts reflect the 
fundamental capital nature of corporation 
activities. They comprise a balance sheet at 
March 31st annually, a general revenue account 
and six schedules. Three appendices containing 
statistical information are attached to the accounts 
of each corporation. 

It is interesting to note that, unlike local 
authorities, the corporations have adopted the 
depreciation system of accounting. The capital 
assets are stated in the balance sheets at cost less 
accumulated depreciation based on the expected 
‘life’ of the various assets. The maximum ‘life’ 
used is sixty years, corresponding to the funding 
period of all capital advances. These accounts 
are audited by professional auditors appointed 
by the Minister. 

The auditors also have to satisfy themselves 
that the expenditure met from advances is only 
in respect of schemes previously approved by 
the Minister through the medium of the. budget 
or by special development proposals. 

The annual reports and statements of account 
of all development corporations are published as 
one volume by H.M. Stationery Office and then 
submitted by the Minister to Parliament. This 
procedure unfortunately results in some delay, a 
disappointing feature to those interested in the 
progress of the new towns. It also detracts from 
their topicality, a desirable feature in any report 
on public stewardship. ; 


wt 


National Investment 


It is fitting to conclude an article of this kind by 
raising the interesting question whether the 
creation of the new towns, as an alternative to the 
expansion of existing towns, involves any extra 
burden on national resources. Bearing in mind 
that a variety of agencies — public, public utility 
and private — are in any case spending money on 
new development and rebuilding on.a com- 
mensurate scale, accountants might well conclude 
that the investment in the new towns ought not 
to be regarded as an addition to the aggregate of 
national expenditure on rebuilding, but as an 
alternative distribution of part of it. 

The task must be to allocate in the most 


-`p 


efficient and socially useful manner an investment 4 


which is in one way or another inevitable. If the 
profession views the question in this light, then 
it can recognize unbounded opportunities which 
beckon to its members to add a further contribu- 
tion to the enrichment of the community while 
at the same time exalting its own reputation. 
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INCOMPLETE AGREEMENTS 
CONTRACT FORMS WHICH FAIL IN THEIR PURPOSE 


by a Barrister-at-Law 


that one of the safest ways of entering into 
a contract and being absolutely certain of its 
conditions is to produce a form in duplicate and 
obtain a written acceptance of the terms from the 
other party on the duplicate. There are limitations 
to this procedure, however, which is at best one- 
sided, and many people are surprised to find 
after sending some such suitable form to others 
with whom they are dealing, and perhaps even 
also signing a form themselves from the other 
party,\that they have not achieved their object. 
Contrary to their expectations there is, in extreme 
cases, no binding contract in existence at all, and 
in other instances there are many terms which 
are unenforceable because they have not been 
properly incorporated into the agreement. 
That does not mean to say, of course, that 
many such contracts are not frequently carried 
through quite satisfactorily: much good business 
may be done without the assistance of a lawyer! 
It merely means in most cases that if there ts 
ever a legal dispute arising from the deal, the 
parties must be prepared to find that some of the 
terms which they meant to incorporate are not in 
fact valid, and that the agreement as the Courts 
see it will not necessarily be the same as they 
intended to make. 


j: is popularly and quite correctly supposed 


The Oral Agreement 

It is an elementary proposition of the law of 
contract that any agreement must consist of an 
offer and an acceptance, and any acceptance to be 
valid must be in the exact terms of the offer. 
Any supposed acceptance which contains stipula- 
tions different from those in the offer is not an 
acceptance at all, but.a counter-offer which may 
be accepted or may be allowed to lapse. 

This principle. is fairly easy to apply to the 
construction of oral negotiations, for it.is usually 
a-simple matter. to establish one. point of time 
when all the material ternis have been agreed 
between the parties. Similarly, when a bundle of 
correspondence has ro be scrutinized there will 
usually be two letters which, either summing up 
the effects ‘of previous letters or, supplying gaps 


in the agreement, may be said to constitute or 


conclude the final agreement. 
But when oral negotiations run side by side 
with correspondence, and either the interchange 


DR 


of letters is interspersed with unconfirmed 
telephone conversations or alternatively the 
substance of the agreement is made by word of 
mouth and confirmed by letter, opportunities 
arise for a misinterpretation of the position. It is 
then that sight is often lost of the essential basic 


‘features of a legally binding agreement, especially 


if the requirement of writing in accordance with 
the Sale of Goods Act is allowed to o confuse 
issue. 


The Statutory Raydicement 


It perhaps provides the clearest approach ` “to! 


the position to consider the Sale of Goods: Act 
itself. Apart from considerations of receipt of 
the goods, acceptance and part payment which 


‘dispense with the requirement of writing in 


certain circumstances, the Act requires’ writing 
for the enforcement at law of all contracts for 
the sale of goods to the value of ten pounds and 
upwards, goods comprising practically every 
form of property except land and_ buildings. 

The section of the Act which requires writing 
is reproduced from an older statute for the 
prevention of fraud, and was not concerned with 
regulating the form of a contract. It provides 
merely that a contract within the Act is not 
enforceable by action unless there is some 
memorandum of it in writing. This writing may 
be any contemporaneous or subsequent record 
of the agreement and is not confined Go a docu- 
ment which is meant to be or to express com- 


„pletely the agreement between the parties. 


The Written Confirmation 


Business convenience, however, apart altogether 
from the law, dictates that all such informal, 
contracts as are made by word of mouth between 
representatives should ‘be recorded. Company 
directors who come to some arrangement over 
lunch or over the telephone subsequently write 


. to confirm their decisions, and contracts of sale 


are exchanged by letter or printed form. These 
written records, being more formal, will incor- 
porate all the terms on which the companies, 
concerned normally contract. 

But the practical result of the Sale of Goods 
Act and the sequence of events outlined. above 
is often that the oral contract made between the 
parties in the first place is the real agreement 
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between the two businesses or the two companies 
represented, and the later exchange of forms, 
unless it involves the unconditional acceptance 
by one company of all the stipulations on the 
. form or letter of the other, and thus becomes 
to all intents and purposes a fresh agreement, 
merely serves to make the original agreement 
enforceable at law, without necessarily incor- 
porating subsequently any of the terms which 
one or other of the parties, or perhaps even both, 
think that it does.- 


Incorporating Further Terms 

It is thus only if one of the following sequences 
of events takes place that the later exchange of 
forms or letters fully represents the binding 
agreement. If it was known to: both sides from 
the start that any agreement would be subject 
to terms of which both were aware, as, for instance, 
if many dealings between the same parties had 
taken place on previous occasions, all subject 
to similar terms, these full terms will be valid, as 
will also be the case if the contract was not con- 
_cluded orally, but was deliberately left open for 
the correspondence to conclude (as is usually 
done with purchases of houses and real property). 
The later terms will also prevail if the written 
contract, on a full consideration of the circum- 
stances, constitutes a fresh agreement which 
both sides intend shall replace the oral contract. 
Again, all the further terms may be incorporated 
in law if they are added to the original agreement 
by the express acceptance of them by both sides. 

These four cases would perhaps seem at first 
sight to cover most of the possible circumstances 
in which further negotiations are carried on in 
business, so. it might be ae well to mention at 


this juncture some of the circumstances in which.. 


- business contracts have been found recently not 
to be binding because none of the four cases above 
applied. What most frequently seems to prevent 
express agreement is the fact that some firms or 
companies are in the habit of sending forms 
whenever they enter into a contract, buying or 
selling, and the position thus arises that both 
buyer and seller are sending their own forms as 
the basis of the contract, neither of them, from 
habit or from the internal rules of their business, 
prepared to sign an unconditional acceptance 
of the terms of the other, but both endeavouring 
to contract on their own terms. 


Some Recent Instances 


Suppose, for instance, as happened recently, 
there is an oral agreement for the supply of some 


material in the office of the buyer, and the 
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seller later sends a sold form in duplicate to the 
buyer as confirmation, with conditions for 
arbitration and on the liability for default in 
supply. The buyer does not wish to accept these 
conditions and consequently ignores the forms. 
If the buyer later refuses to accept the goods and 
the séller wishes to go to arbitration he cannot 
enforce the clause, even if there are other 
memoranda of the agreement, because the buyer 
has never agreed to an arbitration clause. 

Suppose again there is a telephone conversation, 
followed by a sold note in duplicate to the buyer. 
The buyer ignores the sold notes and sends his 
own bought notes in duplicate for signature by 
the seller. Some of the terms, the delivery dates, 
for instance, vary slightly. Unless the telephone 
conversations themselves constitute a binding 
oral agréement, or of course include an acceptance 
orally, unconditionally, of the terms of one or 
other of the forms, there is no binding contract 
at all, although most of the terms are agreed and 
recorded by the dispatch of the various notes. 

A third case that occurred recently was the 
result of an oral agreement for the sale of thirty 
tons of material, to be delivered in two instalments 
of fifteen tons each. It was agreed that it should be 
subject to an exchange of forms to confirm. A 
bought note for the first fifteen tons was sent in 
duplicate to the seller, and fifteen tons of the 
material was duly sent back to the buyer in 
response. The buyer was informed by post in 
advance of the delivery, however, that his 
description of the goods was wrong as agreed 
originally, and the seller sent a correction on his | 
own sold note in duplicate in exchange. The 
buyer ignored the seller’s forms, but accepted 
the goods: The buyer was probably thus bound 
by the seller’s conditions. 


Validity of the First Agreement 


Oral agreements may never be intended to be 
binding, either because the parties are not 
actually in full agreement over all the terms or 
else because the negotiations are understood to 
be subject to the preparation of a final contract 
in writing. ; 

In any other case it is most important to re- 
member that a complete agreement made by 
word of mouth is valid (apart from enforceability) 
in all respects in law and can be modified to 
include other terms and conditions only either 
by a fresh agreement which entirely replaces 
the oral agreement, because it is intended by 
both sides to do so and actually does so, or by 
the express incorporation of further terms 
unequivecably accepted by both sides: . - . 
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THE LAW OF THE LAND -II 


A STATUTORY DIVAGATION 
by P. E. SMART, LL.B. 


This series of four articles gives an elementary outline of the framework of law in 

England; it will be of use mainly to students, but other readers may find of interest 

the general picture it provides of a system, on parts of which they may have a more 

specialized knowledge. The first article dealt with Courts and Judges; later articles 
are concerned with case law and with the spirit of the legal system. 


‘As though conduct could be made right or wrong by 
the votes of some men sitting in a room in West- 


minster!’ : : 
HERBERT SPENSER, Social Statics. 


other court in the land, administer the 

law enacted by Parliament, for it is 
fundamental in the English theory of government 
that Parliament is absolutely supreme: it can, 
as has been so often said, make any law it wishes, 
even one which abolishes itself, so long as its 
procedure for the time being is properly observed. 
It is, as will be seen later, a considerable over- 
simplification to say, as English jurisprudence 
has said for centuries, that Parliament makes, 


Te judges of the High Court, as of every ` 


and the courts administer, the law; Chaucer, J.,* 


in his judgment in the case before him, may well 
add to the law in the course of administering it. 
But the predominance of Parliament is so absolute, 
and the development and extension of its activities 
in recent years so considerable, that they may 
usefully be examined in this article before case 
law and the law reports are discussed. 


The Supremacy of Parliament 
The extreme rarity in democratic communities 
of the kind of absolute supremacy enjoyed by the 


English Parliament is worth remark. We are all. 


familiar with the reports that come from other 
countries, especially the United States, and, in 
these last few years, South Africa, of the struggles 
of elected representatives to do this and that 
which the Constitution disallows; and of the 
importance of the Courts in those countries as 
the guardians of the constitutions which are 
holding the representatives in check. The 
difference in this country (and it may be regarded 
as another example of our refusal to theorize) is 
that we have no constitution in the sense in which 
the word is used above; there is no body of law 
which ranks higher than Parliament. 

The long historical development of this aspect 


t An entirely imaginary judge pictured in the first article 


hearing the equally imaginary case of Miller v. Carpenter © 


Co Ltd. 


of our way of life lies through the struggle 
between king and Parliament in the Stuart 
period, past the Act of Settlement and into the 
period in which the modern system of cabinet 
government was developed. It is a story of 
gradual evolution, in which the divine right of 
kings grew into the doctrine that the king can do 
no wrong;.and the absence of a written con- 
stitution, which is the fact that most strikingly 
differentiates us from other countries, is the 
result of our very long unbroken history. 

After revolution, or (as in the countries of the 
Commonwealth) upon the ad hoc foundation of a 
separate self-governing community, a written 
constitution is the logical development; and 
usually there is an attempt to establish at the 
same time a delicate balance of power between 
legislature, executive and judiciary. The American 
Constitution is a remarkable example of this 
endeavour. To English eyes the seeming im- 
potence of the President in face of an intransigent 
Congress, and the way in which the Supreme 
Court arbitrates between them, often seem an 
ineffective way of running a country; and where- 
ever one’s personal sympathies lie in the present 
constitutional troubles in South Africa, it is 
salutary to remember that in England there is no 
similar machinery to hamper the Government. 
Against those who think our own system danger- 
ously open to abuse can only be urged the 
curiously sound political sense of the British 
people — which is another way of saying that it 
has worked well so far. ` 


Delegated Legislation 
According to theory, then, the initiation of all 
new law lies with Parliament, and even though 
in practice there are two substantial qualifications 
to that statement, the theory is still important. 
We have already touched upon the first quali- 


fication in the first paragraph of this article — 


the law-making function of the judges. The second 
lies within the parliamentary system itself. 
As the complexity of life has increased over 


‘the past hundred years, Parliament has found 


Aë 


itself bound to delegate more and more of its 
legislative function. Parliament has neither the 
time nor in many instances the specialized 
knowledge for the immensely complicated task 
of ruling a community like ours; and in typically 
English fushion a series of compromises has been 
worked out. The most obvious, of course, was the 


Parliamentary subcommittee, to which one or ` 


other House would commit the detailed exam- 
ination of a particular measure. That was 
uncontroversial enough; the trouble came with 


the proliferation of powers given to various 


ministers under a number~of Acts. An Act 
would provide that a minister might make 


. orders to meet certain circumstances, and those 


orders of course have the force of law, as com- 
pletely as the Act itself. 

The convenience of this procedure, from the 
point of view of a minister and from that of 
the civil servants responsible for ‘running’ the 


particular Act, is obvious enough. -No less 


obvious are the inherent dangers of the system: 


. the delegation once made, Parliament (ex hypo- 


thest overworked) does not supervise more than 


‘a very small proportion of the delegated legisla- 


E: 


z 


Fa 


tion, and a minister and the civil servants under 
him may well be tempted into bureaucratic 


tyranny of a kind which the publicity of Parlia- 


/ ment goes far to prevent. No way out of the 
: dilemma has yet been found, and here it may be 


merely suggested that it does not help in the 


‘ search to argue that there is no dilemma, that the 


trouble arises only because bureaucrats are 


greedy for power. 


Administrative Tribunals 


. The controversy which has continued sporadic- 


ally for many years and shows no sign of abate- 
ment yet, is a little confused by the fact that it 
involves an attack on (or a defence of, if you are 
of the other mind) both delegated legislation and 
the administrative tribunals which have grown 
up contemporaneously with it. The two are 
distinct and require to be treated separately, 
but they seldom are — and their principal common 
factor, that they are both attempts by the ad- 
ministration to make the wheels of government 
turn more smoothly, does tend of course to lay 
them open to unified attack by the individualist 
resentful of limitations. on traditional freedoms. 

A Government department, seeking authority 
under a new Act to make administrative orders, 


‘may very probably seek at the same time to 


establish a procedure for settling disputes under 
the Act; and it has very often happened that this 
procedure has been something quite different 
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from the ‘orthodox’ legal system. There are in 
fact any number of different arrangements under 
Acts of this kind, some appointing a minister 
as arbiter, some setting up an arbitration board 
with the minister as court of final appeal; but 
all sharing the common factor of being outside 
the established Courts, and most of them having 
the characteristic that the minister becomes to 
greater or less degree the judge in his own 
cause. 
The System Criticized 

It is, of course, on this point that controversy 
has centred. The Courts have always been ready 
to arbitrate between the executive (which, by 
the nature of things, tends towards tyranny) and 
the individual who is seldom .powerful enough 
to resist by himself the executive’s encroachments. 
And any system which leaves arbitration, whether 
in whole or in part, to a minister who is himself 
an interested party is attacked as being at least 
potentially an instrument of tyranny. 

Lord Hewart, then Lord Chief Justice, 
launched the first popular attack in his remarkable 
book The New Despotism1, and there have been 


more recent, and more moderate, statements of 


the case by, for example, Dr G. W. Keeton in 
The Passing of Parliament, and Dr. C. K. 
Allen, in Law and Orders?. The case for’ the 
defence has never been stated with anything like ` 
a comparable don, and indeed, may even be 
said to have gone largely by default, although 
Dr W. A. Robson has written a.very full and 
fair study, of the tribunals, in Justice and Ad- 
ministrative Law*, and Principles of Administrative 
Law, by J. A. Griffiths and H. Street®, gives 
valuable detail both of the tribunals and of 
delegated legislation. 

The defence may be briefly stated: the com- ` 
plexity of modern government makes parlia- 
mentary consideration of every detail quite 
impossible; the- complexity of most of the 
executive’s regulations makes it equally impossible 
for all disputes under them to pass through the 
system of the Courts which, admirable though 
it is for its own purposes, was never designed 
to handle large numbers of small technical issues. 
Judges with experience of, for example, work- 


‘men’s compensation cases may be tempted to 


dispute this suggestion, but of course the sub- 
stantial point is hardly in dispute; certainly the 
great majority of ‘plaintiffs’ under, say, the 
1 Ernest Benn Ltd, London. 1929. 

2 Ernest Benn Ltd, London. 1952. R 

5 Sweet & Maxwell, Ltd, London. 1945. 

4 Stevens & Sons, Ltd, London. 1951. . 

5 Sir Isaac Pitman & Sons, Ltd, London. 1952. 
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National Insurance Acts, would prefer to abide 
by the Commissioner’s speedy and cheap de- 


` cision than embark on the deeper seas of ES 


orthodox legal system. 


Possibilities of Reform 


One may well believe that the present system is 
in principle both inevitable and even to some 
extent desirable, and yet protest against much 
of its detailed execution. In fact it seems -likely 
that reform will be piecemeal rather than radical — 
a gradual movement towards, for example, a 
general system of appeal to a body independent of 
the minister, a kind of administrative court of 
appeal, and, ideally, appeal thence on matters 


- of sufficient import to the Court of Appeal or 


Ae 


indeed to the House of Lords; towards, again, 
some system of written and recorded judgments 
which would allow a body of precedent to be 


-~ built up — at present the decisions of only a small 


minority of the tribunals are published. 

Another feature of the tribunals which has 
attracted much criticism is the fact that before 
many of them there is no right, or only a 


restricted. right, of representation by counsel. 


This, it can be argued, is in the obvious interests 
of speed and economy, but it is not so obviously 
in the interests of justice: the right of expert 


. representation is not the least important part of 


the structure of our legal freedom. 
There is a great deal of room for improvement — 


_ zabove all, of course, in the direction of publicity. 


tn nell 


The desire of civil servants to keep their delibera- 
tions and their decisions as secret as possible is, 
no doubt, no more (or no less) than human; 
no doubt the law courts might be as secretive as 
the administrators had they not so long a 
tradition of judgment in open court. As was 
suggested in the correspondence columns of a 
national newspaper quite recently, nothing could 


- do more to break down distrust of the ‘planners’ 


than a greater readiness to let the public into 
their business (which is, of course, our business 
anyhow); and equally no reform of the growing 
body of administrative law could be more 
salutary than one which would make publicity 
as integral a part of it as it is of the orthodox 
courts. Indeed, it may be said that if detailed 
changes of this nature are made, the principle 
vof the critics will have been largely conceded. 


Modes of Reference 
Brief mention may be made here of the systems 
of reference used for statutes and for statutory 
instruments. The latter is very simple: the 
instruments are ‘numbered i in each year, and 
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S.I. 1953 No. rgo1 is the ‘Hairdressing Under- 
takings Wages Council (Great Britain) Wages 
Regulation Order, 1953’. Reference to Acts 
is more complicated, and although the system 
is of some traditional interest it cannot be said 
that its complication is either helpful or strictly 
necessary: there runs parallel with it a much 
simpler scheme of reference, which is so widely 
used as to make the more formal system almost 
redundant. 

Thus we find that the Finance Act, 1953, 
which is easily identifiable by that title and year, 
has the formal reference 1 and 2 Eliz. 2, c. 34. 
This can be expanded into Chapter 34 (of the 
Statute Book) of the Acts passed in the session of 
Parliament held in the first and second years of 
the reign of Queen Elizabeth II. References in 
this manner are continuous from 1235, when. 
20 Hen. 3, c. 4, a part of the Provisions of Merton, 
made certain regulations- regarding common ` 
land which are still on the Statute Book; and to 
understand them it is necessary to identify the 
regnal years mentioned. The double year is 
usually necessary because the years of each 
monarch’s reign run from ‘his accession, and 
Parliamentary sessions overlap these years. The 
monarch’s name is Latinized, although this fact 
is apparent in the abbreviations only of the 
Stuarts: Jac. and Car. 

In the earlier years all the business of Parlia- 
ment in any one session was regarded as the Act 
of that year, and it was from this fact that 
developed the reference to subdivisions of that 
Act as chapters. And it may be added as a 
picturesque aside, that the Statute Book ignores 
the break in regnal continuity in the Common- 
wealth years: 1650 is 1. Car. 2. 

Most of us go happily enough through life 
without knowing much about regnal years, and 
in practice these references force themselves 
upon us only in the lists of cases in the text-books 
we have occasion to use. It is unfortunately the 
fact that almost every text-book of repute 
arranges its cases in order of regnal years rather 
than in alphabetical order of title, and students 
who cannot remember even the calendar year of 


‘the Act they are seeking have to struggle through 


a large part of the table to find. it. ‘The “short 
title’ by which every Act is popularly known is 
itself ‘official’ in that the Act itself provides for 
its use: 1 and 2 Eliz. 2, c. 34, Section 35 (i) provides 


that “This Act may be cited as the Finance Act, 


1953. The scholarly reference may be an 
ornament but it is seldom helpful. 


(To be continued.) 
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WEEKLY NOTES 


New Year Honours 


. We offer our congratulations to the following mem- 
bers of the profession whose names appear in the 
New Year Honours List. 


Sir Stanley Holmes, M.P., F.c.A., senior partner in 
the firm of Stanley Holmes & Co, of London, 
becomes a Baron for political and public services. He 
has been the Member of Parliament for Harwich 
since 1935, and previously, from 1918-1922, was the 
member for North-East Derbyshire. |‘ 

Mr Roland Jennings, M.P., F.C.A., senior partner 
in the firm of Roland Jennings & Co, Chartered 
Accountants, of London and Sunderland, becomes 
a Knight Bachelor. The former Member of 
Parliament for Sedgefield from 1931-1935, he is now 
the member for the Hallam division of Sheffield, 
which constituency he has represented since 1939. 
' The CBR has been awarded to Mr P. O. 
Williams, A.C.A., of The Welsh Plate & Sheet Man- 
ufacturers’ Association, and a member of the 
Development Areas Advisory Committee. 

Mr Stanley Ineson, M.B.E., F.S.A.A., F.I.M.T.A., 
Borough Treasurer of Morley, Yorkshire, ` and 


honorary secretary of Morley Savings Committee, | 


receives the O.B.E.; and the M.B.E. has been 
awarded to Mr J. Barr, F:A.c.c.A., accountant of 
MacTaggart, Scott & Co Ltd, of Loanhead, Mid- 
. lothian, and secretary of the National Association of 
Scottish Woollen Manufacturers, and to Mr L. T. 
Dawes, F.C.W.A., director, secretary and commercial 
manager of Beyer, Peacock & Co Ltd, of Manchester. 


The Institute of Chartered Accountants in 
Ireland 


At the examinations of The Institute of Chartered 


Accountants in Ireland held in November 1953 a 
‘total of 162 candidates sat; 58 (36 per cent) of whom 
were successful. 

‘There were 78 candidates for the Final, of whom 
24 (31 per cent) passed. (In the previous Final 
examination held in May 1953, 41 per cent were 
successful.) The first place was gained by Mr Douglas 

- Walter Robertson, Dublin, who was awarded the 
‘Arthur H. Muir’ Memorial Prize. Mr Noel Matthew 
MacMahon, B.A., Dublin, came second, and .Mr 
Robert Arnold Houston, Holywood, Co. Down, was 
placed third. 

In the Intermediate there were 63 candidates, of 
whom 29 (46 per cent) passed. (Passes in the May 
1953 examination were 40 per cent.) The first place 
was awarded to Mr George William Coleman, 
B.A.(MOD.), Dublin, together with the ‘John Mackie’ 
Memorial Prize; Mr Harford Montgomery Robb, B.A., 
Belfast, gained second place, and Mr Patrick Russell, 
B.A., Dublin, was third. 

In the Preliminary examination there was a total of 


21 candidates, of whom e passed. The full list of 
successful candidates is published elsewhere in this 
issue. 


‘Two Courts of Inquiry 


Sir Harold Howitt, G.B.E., D.S.0., M.C., D.L., D.C.L., 
J-P., F.C.A., is one of the two independent members of 


two courts of inquiry appointed on Thursday of last 


week, by Sir Walter Monckton, Minister of Labour, 
to examine the wages disputes in the engineering 
and shipbuilding industries. In deference to the 
Minister, the executive of the Confederation of Ship- 
building and Engineering Unions has agreed to 
postpone the ban on overtime and the limitation of 
output, which were due to take effect on January 18th. 

Each of the courts has the same members. The 
chairman is Lord Justice Morris, Lord Justice of 
Appeal. Sir Robert Sinclair, K.C.B., K.B.E., C.A., 
chairman of the Imperial Tobacco Co Ltd and a past- 
president of the Federation of British Industries, 
represents the employers’ interests and Mr C. J. 
Geddes, general secretary of the Union of Post, Office 
Workers and a member of the T.U.C. general council 


„ represents the trade union movement. The second 


independent member is Mr H. Lloyd Williams, a 
barrister and member of the Industrial Court and 
Industrial Disputes Tribunal. 

The first meeting of the courts was held in public 
yesterday and it is expected that their reports will be 
available about the end of this month. 


Engineering Industries Association 
Budget Representations 


In its pre-Budget proposals, published this week, 
the Engineering Industries’ Association recognizes 
that the extent to which relief from direct and indirect 
taxation may be available in 1954, must depend on the 
budgetary estimate of national income and expenditure 
and upon the Government’s policy in regard to its 
own expenditure of Government money. The 


_ Association again stresses the need for further 


economy in administration costs. It considers that 
the surest way to economic stability lies through the 
encouragement of genuine effort and enterprise and 
through the ability of industry to improve its 
efficiency out of retained earnings. 

The Association reiterates the representations it 


D 


made to the Royal Commission on Taxation, the . 


Millard Tucker Committee on the Taxation of 
Retirement Benefits, and to the Chancellor himself 
in connection with his own review of estate duty in 
relation to private companies. The main strictures of 
the proposals are levelled at purchase tax which is 
charged with having a disastrous effect on production 
in many industries, and not only those industries 
producing liable goods. It is pointed out that in the 
period from January to April the public curtails its 
normal purchases in anticipation of purchase tax 
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i 
reductions, particularly in view of the now generally 
_held belief that purchase tax is to be removed in 
' stages. The Association supports reductions in rates 
and puts forward a scheme of priorities as follows: 


(a) Items which enter into oyerhead expenses. 
__ (b) Goods having a high export potential. 
(c) Items of a utility nature which affect the cost of 
living. 
(d) Goods, the manufacture of which should be 
encouraged in order to preserve traditional 
skills. 


The reductions announced this week do in fact go 
some way to meet these representations. 

The Association recommends a reduction in petrol 
tax in order to reduce the cost of transport and to 
encourage production of cars which will develop 
the export market. Profits tax on distributed profit 
should be reduced from 224 per cent to 124 per cent; 

‘industrial buildings allowances should extend to all 
commercial buildings and the standard and reduced 
rates of income-tax should be cut still further. 


Purchase Tax Reductions 


Reductions in purchase tax which will cost the 
Treasury about {2 million in a full year, were 
announced on Monday. Three otders have been made 
amending the purchase tax schedules and the cuts 
which cover a fairly wide range of goods vary from 
75 down to 25 per cent. 

huis generally thought that these changes have 
been made in response to indications that the retail 
trades have been suffering from a buying recession 
since the peak of the Christmas trade passed, a 
recession which had in fact set in earlier in the 


“autumn and which was not entirely due to the mild 


weather and which was only thinly masked by the 
Christmas buying season. ` 
The cuts have been welcomed although there has 
been a good deal of disappointment expressed that 
they have not been more all-embracing. It is clear, 
however, that this is only the beginning of what it ts 
hoped to do at the Budget. Purchase tax would appear 
¢o be doomed — and there will be few to mourn its 
demise. It is a little more doubtful if the immediate 
purpose of the cuts will be achieved, however. The 
intention has beeu to stimulate purchasing by the 
public. It is open to argument, however, whether 
the effect will be to encourage shoppers or to make 
them hold back so far as other lines are concerned 
in the increased expectation that there will be further 
cuts in the tax by April. Such an outcome would be 
unfortunate for there are many important items, 
A: inc coo that is from the point of view of the health 
f the economy (motor-cars is one example) which are 
still subject to tax. 






Redemption of Land Tax 
Part V of the Finance Act, 1949, provided for the 
gradual abolition of land tax by compulsory redemp- 
tion when the land in question, broadly speaking, 
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changes hands after March, 1950. Accelerated 
redemption was provided for by Section 39, where 
land was beneficially owned, on or after April rst, 
1950, by 

‘a corporate or unincorporated body of persons or 

the sole trustee of a trust established for charitable 

or public purposes only.’ 
In such a case the date for compulsory redemption is 
January 1st, 1954. The Inland Revenue announced 
on that date that bodies affected by this provision 
included, inter alia, limited and unlimited companies, 
associations, clubs, partnerships, guilds, local authori- 
ties and public undertakings; also the trustees of a 
trust established for charitable or public purposes 
only. These bodies, if they have owned land subject 
to land tax since March, 1950, must give notice 
to the Registrar of Land Tax of their liability to 
redeem. A body which is a lessee under a lease 
which, on April rst, 1950, had not less than 50 years 
to run is an owner for this purpose. The notice has 
to be given by March 31st next. A form of notice 
(RLT.1.) can be obtained from the Registrar, whose 
address is: Land Tax Redemption Office, Inland 
Revenue, Barrington Road, Worthing, Sussex. 
Notices can also be obtained from the local collector 
of taxes. Explanatory notes prepared by the Inland 
Revenue can be obtained from the same sources. 
Failure to give notice involves a penalty of £50, and 
failure to pay the redemption moneys involves 


liability to interest at 2 per cent, from which income- 


tax is not deductible. The cost of redemption is 
25 times the land tax. 


Smaller Savings Deficit in 1953 


‘I hope that we have seen the turn in the tide’ said 
Lord Mackintosh, chairman of the National Savings 
Committee, in commenting this week on the im- 
proved savings figures for 1953. There is in fact, 
a substantial improvement on 1952, when there was a 
deficit of withdrawals over new savings of £26 
million, Last year the deficit amounted to only £5 
million. Lord Mackintosh thought that the better 
results, which owe a good deal to the experience in 
the second half of the year were due to generally 
better economic conditions in the country and to the 
tax reductions made in the last Budget. The savings 
movement hopes to make a positive contribution to 
national savings in the new year. 


Proposed Tax Changes in Italy 


If a Bill now approved by the Italian Cabinet becomes 
law, there will be a new direct tax in that country on 
companies and other enterprises which are required 
by Italian law to draw up a balance sheet. The tax, 
we learn from the Financial Times, is to be levied in 
proportion to capital and profits as revealed by the 
balance sheet; 0-75 per cent of the taxable capital, and 
15 per cent of the excess of earnings over 6 per cent 
of the taxable capital. Debentures and fixed interest 
securities bear og per cent. Other taxes are sup- 
pressed or altered. 
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FINANCE AND COMMERCE 


Stock markets have begun the new year quite firmly. 
. The uncertainties of the industrial wage situation 
“prevent any display of complete confidence. The 
approaching industrial dividend season is expected to 
provide the basis for a further general market advance 
but it may prove that higher payments have already 
been discounted to some extent. 


Building Society 
It is some time since we have had the accounts of a 
building society in this column. The reprint this 
week gives an example of this specialized form of 
accounts which we hope will be interesting especially 
to those who have no direct experience. 

The accounts are the ro6th of the Woolwich 
Equitable Building Society, established in 1847. The 
early days of the building society movement were 
interwoven with politics in that the aim was to create 
owners of real property and consequently voters. All 
that, however, was left behind as ‘one man — and 
woman — one vote’ became accepted in the evolution 
of the modern State. The Woolwich Society this year 
has retraced its steps a little by again issuing monthly 
„ Savings shares which were once the only form of 
investment opened to members. 

It has been a record year in the increase in share 
„and deposit capital; in mortgage advances; in total 
‘share and deposit capital; in balances due on mort- 
gages; -and in total assets. But while we would not 
wish to detract from a high performance, it may be 
` added -that inflation creates records in terms of 
money figures. 


Finding Finance 


` The Society now is meeting the problem of finding 
adequate finance for its extending house mortgage 
business. In the last year, 14,606 advances were 
completed for a total of just on £15? million, 96 per 
cent of which was to finance the purchase by owner- 
occupiers of private dwelling-houses. The pace of 
such business is accelerating. Mr Thomas R. 
Chandler, the vice-chairman, points out that in the 
first two months of the current year, the Society has 
already advanced over £34 million or at the rate of 
£21 million a year. But to enable it to reach any such 
annual figure - and there is every indication, that it 
could be exceeded this year if the capital were 
available, he says — much further additional capital 
will be required. 

It is a case of attracting investment moneys and 
while building societies offer an easily-made, safety- 
first form of investment with their peculiar income- 
‘tax provision, they have also to compete in the 
money market. 

Mr G. Leslie Wates, the chairman, emphasizes the 
desire of the societies to stabilize rates over long 
periods but admits that the governing factor in 
mortgage interest rates is the rate which they must 


pay to persuade the investor to invest, or leave 
undisturbed, his money with them. 

The rates of interest allowed to shareholders and on 
personal deposit accounts continue to be 24 per cent 
and 2 per cent respectively, income-tax being borne 
by the Society, and these, says Mr Wates, are ‘good 
rates’ but in his view the minima which the Society 
should pay at the present time. After payment of 
those rates, there is heavy tax to be borne, administra- 
tion charges to meet and reserves to be strengthened. 
Any general reduction in mortgage interest rates 
below 44 per cent, he says, would greatly eat into the 
really essential surplus. The full reports of the speeches 
of Mr Wates and Mr Chandler at the ro6th annual 
meeting of Woolwich Equitable, which have appeared 
in the Press, are well worth the study of those who: 
would like to see further into the working of building 
society finance, especially the ratios of liquidity and 
reserves. 

The reprint includes the heading of the schedules 
which must accompany the accounts of a building 
society. The detail of the schedules has been omitted 
as unessential for the purpose of illustration. 


‘Sea of Figures’ 


Accountants will sympathize with the directors of 
Brickwood & Co Ltd, the Portsmouth brewers, who 
admit that they have been ‘swimming in a sea of 
figures’. The sea was rough and they were “battered 
by the waves of pros and cons’ but all was well in 
the end and they ‘emerged solidly in favour of the 
merger’. Maybe, in the safe delivery of the board froma 
this tempestuous experience, something is owed to 
the presence among them of Mr Reginald A. N. 
Shutte, A.C.A., their managing director. 

The merger is with the Portsmouth and Brighton 
United Breweries Ltd. The negotiations occupied 
the directors’ attention for most of the year, which, 
they say, was only right and proper ‘as of all the 
many amalgamations — more than fifty — of which your 
company is the end-product, this one with “United” 
is by far the largest and therefore the most important’. 

“To buy a single licensed house involves a research 
into its history and a look into the crystal as to its 
future. To acquire the whole of the ordinary shares of 
a company which owns nearly 400 licensed houses 
and an operating brewery is much more complicated,’ 
states the board in its description of what they now 
feel sure is going to be a very happy event. 


Money Market 


With Treasury Bill applications at £316,625,000 
showing a fall of £22,235,000 on the previous week 
the market obtained 73 per cent of requirements at a 
maintained bid of £99 oe 4d on January (et, against 
63 per cent previously. The average rate rose nearly 
a penny to {2 ze 8-2gd per cent. At £230 million, 
this week’s offer equals maturities. 
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WOOLWICH EQUITABLE BUILDING SOCIETY 
Statement of Accounts for the Year ended September 30th, 1953 
d {Adjusted to the nearest £) k 
Dr, l. Shares Account Cr. 
£ i £ 
Withdrawals, Including Interest .. Sa SN s Si 6,513,904 Subscriptions ia ii za sve E S 13,686,853 
Due to Shareholders at end of year .. SI d -- 72,040,188 Interest Save oe {677,792 
Due to Shareholders at beginning of year j: gie 63,189,447 
£78,554,092 £78,554,092 
2. Deposits and Loans Account 
£ y - £ 
Deposits and Loans repald or withdrawn, Including Interest 2,484,317 Deposits and Loans oe ss si i gi 2,403,078 
Due on Deposits and Loans at end of year .. ts Ss 9,229,328  Incerest Siig et Sa ds H 
Provident and Superannuation Funds : ae 14,270 
Due on Deposits and Loans at beginning of year es 9,124,488 
£1t,713,645 £U0,713,645 
3. Mortgages Account 
Advanced on Mortgage: £ É 
On 13,501 Mortgages where the advance agreed to will not Repayments of Advances and Interest .. me D 10,909,897 
x exceed £2,000 . 13,021,872 Losses on realization: 
On 1,105 Mortgages where the advance ‘agreed to will Charged to Account No. 7a . 1,059 
- exceed £2,000 Ke Ms we we ew s 2,705,186 Provision at beginning of year for Rebate of Interest on 
tt Advances. . SA e ` i sa ae ‘ce 9,389 
15,727,058 
Interest SC Ei ia bo A , eg 3,158,916 
Insurance Premiums e SS SN 87,281 bc d 
Payments made on Borrowers’ Accounts... D a 8,070 
Due on Mortgages at beginning of year wie Ke .. 63,887,166 Due on Mortgages at end of year ` ea és «. T,947,626 
£82,868,49 1 £82,868,491 
4, Investments Account 
` Investments made: £ investments reallzed: £ 
British Government Securities Sg e es ee 93,564 Loans to Local Authorities repaid .. ‘2 V 636 
Colonial and Dominion Securities .. wae eo tate à 29,034 Tax Reserve Certificates +e Ss as x d 121,525 
British Municipal and Country Securities x3 Si SN $76,642 > interest received .. a es Së s% e va 284,860 
Public Boards... ER e 3 4,15 
- Deposit with Post Offi ce Savings Bank S ne ee 34,972 
Tax Reserve Certificates Se si es D : 250,000 
Interest é Si Dë Së oe zè 292,947 
Balance at beginning of year AR eg SC Se .. 10,267,203 Balance at end of year a. D SN a F oe EE £49,492. 
S £11,548,513 l £11,548,513 
Ae, 
5. Profit and Loss Account r 
Si EXPENDITURE £ - INCOME £ 
Management Expenses: 7 Interest from Borrowers .. os si ` ati oe 3,158,916 
Director. j Fees .. e ae Se Sg 15.956 interest from Investments Se eh s vg dé 92,947 
Remuneration of Staff and Auditors .. os 273,95 1 Bank interest a Se Sie ER 37,162 
Rents, Rates, Insurance, Heat, Light, Cleaning, Repairs, etc. Rents from lercting ‘of Office Premises ; Sei ; 18,146 
(Offices): gx 52,069 Survey Fees and Expenses DÉI . ee 79,409 
Printing, Stationery and Postages <a A e 27,244 Other Fees and Pass Books se $ 9,725 
Advertising, Commission and Agency Fees .. Se Ss 105,819 ` Commission (Fire, Life, etc., Insurance) i 53,638 
Travelling, Telephones and Sundry Expenses ae ee 43,706 
Total Management Expenses SCH ; Fs S 518,745 
` Survey Fees and Expenses e ew ee ae a% 63,891 
Interest on cain Ve Loans ., ss Vë DR e 171,809 
Income-tax . ai i Wee Se goe 4 773,617 
Profits Tax . as ee Ss 59,718 
Depreciation. of Premises. è . ek S 709 
Depreciation of Equipment and Furniture a aia 8 13,556 
Provident and Superannuation Funds .. Fe is ais 14,270 - 
Balance carried to Appropriation Account... Ss ad 2,033,628 
£3,649,943 £3,649,943 
é. Appropriation Account 
£ ; £ 
interest to Shareholders .. Xi Se as pa os 1,677,792 Balance brought forward from last year Kä de Ge 55,739 
Transfer to Reserve No.3 Account 73. Sa KK 4 100,000 Balance from Profit and Loss Account .. pi 2 2,033,628 
' Transfer to General Reserve Account .. Sg WS A 250,000 Transfer from War Ramas Contributions ‘and Premiums 
e carried forward .. se de 62,489 Account we eee ees 914 
£2,090,281 - £2,090,281 
7. General Reserve Account 
£ £ 
Balance at end of year .. aie és aa ate .. _ 3,603,000 Appropriation from Account No, é .. Pe Se eg 250,000 
Balance at beginning of year SÉ ea a e a 3,350,000 
R £3,600,000 £3,600,000 





42 THE ACCOUNTANT January 9th, 1954 ! 





Dr. ) 7a. Reserve No. 2 Account f WK Cr. 
e 
Transfer from Mortgages Account ae a T SN 1,059 Balance at beginning of year .. CO Vë m Gs 253,024— 
Sanca at end of year... es “a es Ka e 251,965 ~ 
l - £253,024 j £253,024 : 
y 7b. Reserve No. 3 Account 
£ ` 6 £ 
Balance at end of year... aa Sp T ee Di 200,000 Appropriation from Account No.6 .. 2 eh d 100,000 
' Balance at beginning of year es eg og D ee - 100, 000 
£200,000 £200,000 








Number of Investors holding D Preferepce and Savings Shares at end of year 93,456 
Number of Investors holding M Shares of Ss at end of year a ee .. 49,380 











142,836 
Number of Depositors and Loanholders at end of year .. Ke eg e 34,617 
Number of Mortgages at end of year SN Së ge eg ir Ji 82,582 
WOOLWICH EQUITABLE BUILDING SOCIETY 
Balance Sheet as at September 30th, 1953 
Liabilities B Ásszts 
Due to holders of various classes of Shares £ £ Balance due or outstanding on Mortgages, not including £ 
Pald-up Investment Shares .. 2% ER we 71,792,858 prospective interest 
Preference Shares ` un ee as »» 247,330 Mortgages from Members where the repayments are not up- 
' e 72,040,108 wards of twelve months in arrear and the property has not. 


been upwards of twelve months in possession of the Soclety: 
On 31,623 Mortgages where the debt does not exceed £500 .. 7,761,597 
On 22,229 Mortgages where the debt exceeds £500 and does not 
exceed £1,000 ., .. 16,688,700 
On 26,992 Mortgages Wer the debt exceeds £I 00 and does 


not exceed £3,000 


On 660 Mortgages where the debt exceeds £3, 000 and does 


41,569,931 








not exceed £5,000 .. 2,387,208 
Due to Creditors for Deposits and Loans On 216 KEEN Geiger exceeds £5, 000, 3 as ; shown 2,730 106 
Deposits and Loans repayable at: Sp CC Reeg 
One month's notice enee e ‘ae ` Total (A) (see Note on page II) © ws. 71,137,542 
Three months’ notice .. ER = " KNO NEE from Non-Members where the repayments are not 
Six months’ notice We WW Ss " B47 000 upwards of twelve months In arrear and the property has not 
Twelve months’ notice Zéi rd ith , been upwards of twelve months in possession of the Soclety: 
Special deposits repayable in accordance wit 245.438 On 328 Mortgages where the debt does not exceed £500 .. [09,944 
agreements -o E E Ve : On 368 Mortgages where the debt exceeds £500 and does not 
_ Endowment Certificates `., ae ‘à Ké 1,950 exceed £1,000 . 253,623 
Provident Fund BET SS SS r+ 253,048 9229328 On 113 Mortgages where the debt exceeds £i, 000 and does 
Peery not exceed £3,000 169,240— 
. On 9 Mortgages where the debt exceeds £3, 000 and does 
not exceed £5,000 23,591 j 
On 9 Mortgages where the debt exceeds £5, 000, as shown i 
by Part I of the Schedule .. e sa (58,543 
i Balance as shown In Parts Il and Ill of the Schedule: 
z ' On 9 Mortgages on Property of which the Society has been. 
Mee beta months in possession, as shown 2.953 
S y Part H of che Schedule .. > 32,9 
oo Liabilities 445.000 On 26 Mortgages where the repayments are upwards of , 
Profits Tax SS ES e ta SE 61 000 twelve months in arrear, and the property has not 
Su ee dn Cre di Wës EH Wo £ RJ " 64.0360 “i been upwards of twelve months In possession of the 
undry Grecitors .. Ge E SS SS : 570.030 Society, as shown by Part Ill of the Schedule , .. 57,189 
+ Smetana nannaa | 
82,582 Total Number of Mortgages. . 71,947,626 © 
Market value 
“> at date of 
balance sheet Book value 
? investments £ 
S British Government Securities ;, 6,014,455 6,370,226 
Reserves Colonial and Dominion Securities 305,350 305,504 
General Reserve r 3,600,000 British Municipal and Sounty 
Reserve No, 2, to meet Contingencies and possible a Secçuritles, . é ae ; 1,981,005 1,955,587 
Losses on Mortgages Ve 251,965 Public Boards ca Ss T 139,230 143,136 
Reserve No, 3, to meet possible future Losses on en 
Realization of Investments Së DÉI -» 200,000 EE 8,440,040 8,774,453 
Eet 3 D 
l Deposits with Post Office Savings Sane a 1,433,825 
S ` Loans to Local Authorities A S SS 74,338 
Tax. Reserve Certificates .. gës SA E e 750,000 
Interest Accrued .. äi Es Ea Se [08,876 
E 1t,141,4 
Cash at Bank, in Transit and in Hand i Ps .. 2,248,657 
Other Assets 
Balance carried forward . Sg kg is 62,489 Office Premises and Equipment .. ro RE = 465,336 
i Sundry Debtors .. e e ne 16,916 
Post-war Credit, Income-tax (Schedule Di Gs ne Gg 133,973 
- d £85,954,000 £85,954,000 
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b SCHEDULE PART ! 


Particulars to be set forth in the case of eve Mortgage where the Repayments are not upwards of Twelve Months in Arrear, and 
the Property has not been upwards of Twelve Months in the Possession of the Society, and where the present Debt exceeds £5,000. 





Whether Whether Ori 
ginal Amount Amount of Amount of 
Date of welle ta any ceed Valuation of Present Debt | Paymentsin | Payments in | Observation 
Advance adel Charan” ór eeek li of Property Advance Advance Arrear 





SCHEDULE PART li 
k Particulars to be set forth in the case of Property of which the Society has been upwards of Twalva Months in Possession. 





































Wherher Whether 
Date when Original Debt Present | Gross 
Roll | Date of | Possession | Sublect to | Freehold. | Amount | valuation | when | Amount | Income | Outgolngs | opoo P 
Numbers | Advance MOE dt E : EE? e Possession | Included | for the Y Rare servations 
or Charge | Leasehold Property | was taken | In Assets | Year 







SCHEDULE PART III 


Particulars to be set forth in the case of every Mortgage where the Repayments are upwards of Twelve Months in Arrear and the 
Property has not been upwards of Twelve Months in the Possession of the Society, 


L Whether Whether Numbar of Ort 
ginal Amount Amount of 
Date of subject to any Freehold, Months in Valuation of of Present Debt | Payments in | Observations 
Advance Prior Mortgage Copyhold, Arrear Property Advance Arrear 
or Charge or Leasehold 
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CERTIFICATE OF AUDITORS 


We, the undersigned, having examined the foregoing Annual Account and Statement, hereby certify that It is correct, duly vouched, and tn 
accordance with law. We further certify that we have at this audit actually Inspected the Martgage Deeds in respect of each of the 82,582 Properties Ip 
mortgage to the Society and the other Securities belonging to the Society, referred to in the foregoing Account and Statement, with the exception of 
II Mortgage Deeds relating to Mortgages redeemed subsequent to September 30ch, 1953, in which cases we have seen chat the Soclecy has received 
the redemption moneys, 314 Mortgage Deeds held in Land Registries for registration and 681 Mortgage Deeds held by approved Solicitors in the normal 
course of business. 


Kent House, Telegraph Street, London, EC2. 


JACKSON, PIXLEY & CO, 
November (äh, 1953. 


Chartered Accountants. 


CURRENT. LAW 


Solicitor: Negligence 


In Griffiths v. Evans (Law Times, November 27th, 
£953) a workman complained that he consulted a 
solicitor as to his rights in connection with an accident 
to his foot and leg and that the solicitor advised him 
concerning his compensation under the Workmen’s 
Compensation Acts without going into the question 
of his common law rights. 

The Court of Appeal (Somervell and Romer, L.JJ.; 
Denning, L.J., dissenting) held that the solicitor, 
being asked to advise specifically on the Workmen’s 
Compensation Acts, was not negligent in failing 
to advise on the common law position. 


pow) 


Restraint on Alienation 


A testator left his business to his wife for life with 
remainder to his four sons. He declared that if any 
of his sons should execute any assurance or mortgage 
of his interest whereby it might become ‘vested in or 
nayable to any person or persons other than a 
yother or brothers of such son’, then the share and 
L income therefrom were to be held in trust to 
pay or apply the income for the benefit of the son and 
his wife and children during his life. 
' Harman, J., held that as the restriction was to a 
limited and diminishing class, in fact only three 
persons, there was a general prohibition on alienation 
and thus the restraint was void. (Re Brown (deceased) 


District Bank Ltd Another v.. Brown and Others) 
(Law Journal, December 4th, 1953.) 


Shipping: Liability of Master Porter 


The Mersey Docks and Harbour Board regulations 
require ships to discharge to a master porter, whose 
function it should be to deliver to the consignees. A 
cargo of chestnuts in bags was consigned to three 
consignees. Some of the bags burst, with the result 
that the master porter found himself with the job 
of apportioning loose chestnuts. After the apportion- 
ment, the plaintiffs in Gill & Duffus (Liverpool) Ltd v. 
Scruttons Ltd (Solicitors’ Fournal, November 28th, 
1953), after certain delay, during which they were 
obtaining the consent of their insurers to have their 
share re-bagged and to take delivery, found that they 
were short in quantity. They then claimed damages 
from the master porter, the defendants. 

The plaintiffs contended that the defendants were 
trustees, but the defendants maintained that they 
were bailees and under duty to the owners, tenants in 
common, to deliver the whole of the goods to any 
tenant in common who demanded them. 

Glyn-Jones, J., held that the master porter was 
under obligation to distribute the goods to the 
consignees in the same way as if they had been the 
shipowners; that, therefore, it was their duty to 
apportion the mixed: chestnuts rateably. Thus there 
would be judgment for the plaintiffs. 
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CORRESPONDENCE Mert y 


Letters must be authenticated by the name and address of the writer, not necessarily for publication. 
The Editor does not necessarily agree with, or hold himself responsible for, the opinions expressed. 


Vacancies for Overseas Articled Clerks 


Str, — I should like again to draw the attention of. 


members of the Institute to the difficulties which 
confront students from the colonies and from other 
countries in the British Commonwealth who desire 
to enter into articles. It is recognized that there are 
practical difficulties, such as obtaining an introduction 
and arranging for a preliminary interview, which 
apply especially in such cases. ‘The general shortage 
of vacancies following the large number of articles of 
clerkship registered in recent years has also made the 
position more difficult and, in some offices, vacancies 
for an articled clerk are often pledged a long time in 
advance. ' 

In many cases these students from overseas are 
men who have been specially selected for professional 
training in this country and are sponsored by the 
London representatives of the countries from which 
they come. 

Membership of the Institute is, of course, open to 


- a person of any nationality and the Courcil wishes to ` 


do what it can to ensure that suitable overseas students 
are given the opportunity to qualify as members. 

I shall therefore be glad if any member with a suit- 
able practice who has, or is likely to have, a vacancy 


in the near future for an overseas student as an articled 


clerk, will kindly let me know. 
Yours faithfully, 
ALAN S. MacIVER, | Secretary. 
THE INSTITUTE OF CHARTERED ACCOUNTANTS 
_ IN ENGLAND AND WALES. 
Moorgate Place, . 
London, EC2. 


Staff Selection 

Sir, — I have read with considerable interest, in your 
issue of December sth, 1953, the lecture on ‘Staff 
selection’ by Mr H. F. Lock, Sec, of The National 
Institute of Industrial Psychology, and I trust that 
his remarks have been duly noted by those responsible 
for picking the right man for a given job. _ 

Dr H. Stafford Hatfield, in his book The Inventor 
and his World, says: 

‘Now, many business men are not good psycholo- 
gists, though not a few are convinced that in this 
respect they are remarkable. It is a lesson to see 
such a man turning over, with a complacent air, the 
answers received to an advertisement for an em- 
ployee. Almost invariably he is fully convinced that 
he is all but clairvoyant . . . he is often the victim of 

_” charlatans, who profess to tell character from hand- 
writing, physiognomy, and so on. The final choice, 
. one usually finds, is decided by an instinctive prefer- 
ence for some physical or racial type, usually his own.’ 
There are ‘many sections in Mr Lock’s lecture 
which could be developed at length, but his seventh 
point — circumstances :and family ties~is of par- 
ticular interest to me. I have always found that so far 


‘ which accepts the fact that ‘. 


- vation ‘, 


as salary is concerned an employee’s domestic circum- 
stances were of no interest to the employer who was 
prepared to pay the rate. for Oe ob Asa bachelor, I 
was surprised when I was offered a post abroad some 
time ago by a member of the Institute at a total 
remuneration of only 70 per cent of that paid to a 
married man, on the grounds that I was doing nothing 
to ‘further the race’. Apart altogether from the 
remark being in bad taste, I would ‘add that as ‘the 
increased remuneration was paid to married men who 
had no children there seems to be a lack of logic in 
the argument. I have since put the point to a number 


-of firms in London who have had branches abroad 


for many years and in each case I was.assured that no 
difference was made between married and single men 
except that, as a concession to married men, -these 
firms paid the wife’s passage out.and home. 

Can any of your readers put forward one logical 
argument for any differentiation in remuneration, 
either at home or abroad? 

I am, Ke faithfully, 
GLASWEGIAN. 


Financial Difficulty of Commencing a Practice 
SIr, — I have just read the letter headed ‘Losing a 
Client’ written over the pseudonym “Another West 
Riding’, and the editorial comment thereon, which 
appeared in the issue dated December rath, 1953. 

May I join issue with you on the editorial comment 
. for a young qualified 
man to commence his own full-time practice is A 
virtually impossible proposition if... he is without 
substantial private means’, followed, by the obser- 
. the solution to this problem lies in. the 
realm of ‘politics. . 

This is an illustration of the attitude in official 
accountancy circles and of a number of practising 
accountants themselves to, problems of the profession 
as a whole, which I have criticized before. Members 
of other bodies, such- ag dentists and pharmacists, 
can obtain assistance either frem the, professional 
body itself or organizations sponsored by them, by 


- Means of advances to purchase practices or shares 


therein. There is no reason whatsoever why the 
recognized accountancy - bodies. should ‘not: take 
similar action. 

There is no doubt in my mind that the apathy of 
the recognized. accountancy bodies in this and other 
matters is largely contributed to by the attitude of 
many established accountants themselves, which j 
most aptly expressed in a saying well-known through- 
out the Services.and which may be conveniently para- 
phrased as “You cannot expect me to exercise my 
mind ` ower your troubles, John, seeing that I. find 
EE in circumstances that call for no complaint.” 

. Yours faithfully, 


Hitchin, H erts. 5. McCOMBIE. 


“ 
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. Replacement Cost: A Studente Views 


Sir, — While not wishing to detract from the obvious 
qualities of the well-written argument ‘Replacement 
cost: a student’s views’ (issue December 19th, 1953), 
nevertheless, as a student of accountancy I have 
taken the liberty of intruding on your space to suggest 
that Mr Brian Arnold, by narrowing the present day’s 
controversial problem in accountancy theory to the 
‘replacement cost’ (I prefer to call it valuation of 
assets for the purposes of measuring income) has 
conveyed to the readers quite a wrong picture of the 
fundamentals of the controversy; the problem of 
valuation of assets is-only one aspect, though no 
doubt a considerable one. 
In order that I may state my case I would ask you 
to allow me to quote. Professor F. Sewell Bray writes: 
“There are two general economic concepts which 
are quite central and fundamental to the practice of 


>: accounting ... concepts of periodic income and the 
concept of wealth,” 
And again: 


‘the concept of profit as a money residue between 
cost inputs and revenue outputs arising from the 

_ performance of business operations is at the very 
heart of current accounting practice’.? 


A little further: 


‘accountants have directly associated capital expendi- 


ture, as they have called it, with resting outgoings - 


made for the purpose of acquiring relatively durable 
or fixed assets’.® 


Students will no doubt recognize the familiar 
accounting concepts of profit and capital, or income 
and wealth. Now let me quote other definitions of 
income and capital. 
> Mr J. R. Hicks writes: 

“The purpose of income calculation in practical 
affairs is to give people an indication of the amount 
which they can consume without impoverishing 
themselves . . — we ought to define a man’s income 
as the maximum value which hè can consume 
during a week and still expect to be as well off at the 
end of the week as he was at the beginning.’* 

And again, I quote: 

‘Economists ... use the term capital (or “real 
capital) to mean material objects and not = 
monetary values placed on them.’§ 

The fundamental controversy, as I understand it, 
relates primarily to the concepts of income and 
wealth. Present-day accounting conventions define 
these two concepts in terms of money. Money is the 

‘measuring rod’ in quantitative measurement of 


Four Essays in Accounting Theory, by F. Sewell Bray 
(Oxford University Press) 1953, (page 3). 
“The Measurement of Profit, by F. Sewell Bray. (Oxford 
niversity Press) 1949 (page 2). 
*The Measurement of Profit, by F. Sewell Bray. (Oxford 
University Press) 1949 (page 13). 
‘Value and Capital, by J. R. Hicks. (Second Edition) 1946 
(page 172). 
Some Accounting Terms and Concepts. (Cambridge Univer- 
sity Press.) The Joint Exploratory Committee of the 
Institute of Chartered Accountants and the National 
Institute of Economic and Social Research (page 26). 
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income and wealth. So long as the measuring rod. 
itself had been fairly stable (in the past when our 
accounting conventions originated) accounting con- 
cepts of income and wealth-had coincided with the 
concepts of ‘real’ income and ‘real’ wealth. But 
because of the changes in the unit of measurement 
(fluctuations in the purchasing power of the unit), 
the measuring rod obviously is a defective means of 
measuring real income and real wealth. 

Toal is why Professor W. T. Baxter writes: 

. the root of the trouble is . . . the disparity 
EE cost £s and revenue £s (arising whenever 
input date precedes sale date)’.® 

Again he writes: ` ` 
. if we provide for bad debts why not provide for 
bad money?’ 
Mr A. A. Pakenham-Walsh, in an article entitled 
‘Fixed assets: accounting to maintain the productive 
level of industry’, writes: 

.(real as opposed to money) capital is lost (or 
gained) when there is not recovered out of profits a 
provision for depreciation equal to the current price 
of quantum of asset values used up in production’.® 
And now I am ready to proceed to the main argu- 

ments of Mr Brian Arnold, which I consider to be 
three in number. Firstly he states that: 

‘two separate matters have been confused, one being 
the ascertainment of profit, the other, the provision 
of capital’. 

To my mind, ascertainment of profit (I would rather 
call it measurement of income), and the provision of 
capital (here again I would say valuation of assets), 
constitute the same problem which has two aspects; 
for basically it is only the time element that makes it 


necessary to classify expenditure into expenditure of 


a revenue nature and of a capital nature. But for the 


time element, there would be no difference between 


capital and revenue expenditure of the business unit. 
Furthermore, once one accepts the ‘principle of 
continuity’? as one of underlying accounting prin- 
ciples, and I do, one is led to the conclusion that 
valuation of assets for the purposes of a periodic 
income measurement is not the problem of the policy - 
decisions. 

Secondly, he maintains that ` 

‘the future capital outlay is quite eve to the 

ascertainment of profit’. ` 
To my mind, he allowed confusion to enter his argu- 
ment, for he is not asked to maintain the ‘future’ 
capital outlay. What he is asked for is to give effect 
(having in mind the principle-of continuity), to what 
has actually happened in ‘real’ terms, i.e. the usage 
of real capital in the course of productive activity. 


®The Accountant, June 13th, 1953, ‘Accounting principles, 
the conflict in current theory’, by W. T. Baxter (page 705). 
‘Accountants and Inflation, The Manchester Statistical 
Society (pages 17 and 18). 

8The Accountant, January 6th, 1951, ‘Fixed assets’, by A. A. 
Pakenham-Walsh (paye 9). 

So Essays in Accounting Theory, by F. Sewell Bray. 
(Oxford University Press) 1953 (page 5). 
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Lastly, he writes: 
‘that the replacement theory implies that investors 
of capital would be insulated from rising prices’. 
I cannot understand what logic leads him to this par- 
ticular conclusion, for Mr G. O, May writes: 

‘It is sometimes said that one practical effect of 
such a procedure would be to protect investors in 
plant from all the ill-effects of inflation suffered by 
investors in monetary claims. But whether this will 
or will not be so is quite uncertain and turns on 
questions such as regulatory policy, the factors that 
determine price and the final incidence of taxation. 

. For these reasons I regard the discrimination 
argument as without substance,’?° 
Yours faithfully, 
Edgbaston, Birmingham. W. J. DIXON. 


Acquiring a Subsidiary 


Sir, — With reference to the letter by ‘X.S.’ in your 
issue of January 2nd, I fail to see why a transfer 
of a fixed asset (in this case a participation in a third 
company) from one company to another within an 
associated group must necessarily create an accounting 
problem. 

When an asset is transferred at its net book value 
. (as at the date of transfer), the transaction is reflected 
in a compensating change in the composition of the 
assets of the two companies, i.e. one parts with asset 
"A (say, cash) and acquires asset ‘B’ (say, participa- 
tion) while the other company does exactly the 
opposite. There is no change at all in the consolidated 
balance sheet. 

If, on the other hand, there is a disparity between 
the net book value of the two assets, the transfer 
may give rise to either goodwill and a capital 
reserve, or to a capital loss. Under these circumstances 
both sides of the individual balance sheets may be 


WThe Accountant, September 30th, 1950. ‘Business income’, 
by G. O. May (page 322). 
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affected, but the consolidated balance sheet neverthe- 
less retains its old familiar look. f a 
The following illustrates my points: 











Stage I BALANCE Sarker or H. ` 
Capital , 300 Investment in S. 200 
Cash Së S 100 
£300 £300 
BALANCE SHEET or S. 
Capital 200 Investment in S.S. KS ,, Së 
Cash oe eg gi — go | 
£200 £200 
Barance Sueet or S.S. ` 
Capital .» £50 Sundry assets .. .. £50 
ConsoLipatep BaLance Suter or H., S. anp S,S. 
H. S. S.S, Consol, H. Gs SE 
Capital . 300 300 een 
C. 200 nS, .. 200 
C., 50 ane ee 50 
undry assets 50 50 
Cash ., .. YOO 450 25h" 
£300 200 §0 300 £300 200 50 300 
Stage Il Barance Suger or H. í 
Capital . 300 Investment in $, vė .. 200 
Investment in S.S. en .. 50 
Cash Di ds SS .. 50 
£300 £300 
BALANCE SHEET OF S, 
Capital . £200 Cash ; £200 
Barancs Sueer oF S.S. 
Capital fa Sc „> £90 Sundry Assets . £50 
CONSOLIDATED BALANCE Sueret or H, SC? AND S.S. 
H. S . Consol. . §. SS. Consol 
$ Lo £ ue £ £ £ É 
Capital , 300 300 Investment 
Ci AN 200 in ,, 200 . 
£. 50 inS.S.C, .. 50 
Sundry Assets SO So 
Cash ...- .. 50 200 252. 
£300° 200 50 300 £300 200 50 300 
Yours faithfully, 
London, SWi2. L. HARE. 


REPORTS OF PUBLIC COMPANIES 
THE ACCOUNTANT ANNUAL AWARD 


As already announced, The Accountant proposes 
to make one or more awards annually to companies 
whose shares are quoted on a recognized stock 
exchange in the United- Kingdom, in relation to 
the form and contents of the reports and accounts as 
issued to their members. 

The factors which will be considered by the panel 
of judges will include the adequacy of the information 
given and its presentation. 

Companies are requested to send, for consideration, 
copies of their reports and accounts (with any chair- 
man’s statement circulated therewith) to: 

, The Secretary, The Accountant Annual Award, 

4 Drapers’ Gardens, 


Throgmorton Avenue, 
London, EC2. 


These should be sent at the time of publication but 
for the 1954 award it is requested that they be sent 
so as to reach the secretary not later than January 


30th, 1954. 
The award in 1954 will be made in respect of the 


reports and accounts laid before the company in 
general meeting within the year ending December 
31st, 1953, and being for the financial year or other 
financial period ended last preceding that date. 


The panel of judges is composed of: 


Mr Montagu Gedge, Q.c., Chairman; Mr W. L. 
Barrows, J.P., F.c.A.; Sir Harold M. Barton, F.C.A.; 
Lord Latham, J.P., F.A.C.C.A; Mr Thomas Lister, 
M.A., C.A.; Mr Bertram Nelson, J.P., F.s.A.A.; Mr G. 
Tyser; Mr Derek du Pré, Editor, The Accountant. 
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,° ‘THE INSTITUTE’S ANNUAL SERVICE © 
FIRST OFFICIAL VISIT TO ST MARGARET'S, LOTHBURY 


Following the decision of the Council last April to 
hold an annual religious service, over eighty members 
of The Institute of Chartered Accountants in England 
and Wales attended divine service at St Margaret’s, 
Lothbury, at noon last Wednesday. 

The service was conducted by the Rev. F. H. 
Hopkins, M.a., and after. the singing of the hymn "AU 
people that on earth do dwell’ and Psalm XV: ‘Lord, 
who shall dwell in thy tabernacle: or who shall rest 
upon thy holy hill?’, the lesson, St Matthew vii, 24-29, 
was read by the President, Mr James Blakey, F.C.A. 
è The Jubilate Dea was then sung, followed by the 
Apostles’-Creed. Prayers were said for the Queen and 
Royal Family, the country and Commonwealth, and 
for the Institute, and after the hymn ‘Praise the Lord! 
ye heavens adore him’, the sermon was delivered by the 
officiating minister who took as his text ‘Founded upon 
a rock’, from St Matthew vii, verse 25. 


The Sermon 


Mr Hopkins welcomed the President, Council and 
other members of the Institute on this their ‘first official 
visit to St Margarets’ and continued: 


By the recent amalgamation of City parishes I am 
happy to say that your Institute now stands within the 
parish of St Margaret’s, Lothbury, and it is in the 
capacity of daytime parishioners that you are most 
welcome in this your parish church. For 750 years this 
building has proudly borne the name of St Margaret 
‘of Antioch who, in A.D. 306, bravely gave her life in 
Christian martyrdom at the time of the Roman perse- 
eutton, Today, and now surrounded by the towering 
walls of adjacent banks and business houses, she bears 
witness to the same Christian faith, a parable in stone 
of the truth that God loves ‘to dwell among the affairs 
of men. It was even so when Jesus Christ came and 
dwelt among us at Bethlehem. No less today is He with 
us in the busy hum of life in this great city. 

May I next say how. glad I was to hear of the decision 
of your Council to inaugurate an annual service for the 
members of your Institute. I understand that this 
decision was inspired by the dedication of our young 
and gracious Queen at her Coronation last year, and 
in response to her appeal that all her citizens should 
similarly dedicate themselves. The orb surmounted by 
the cross, familiar to us in the Coronation regalia, is a 
vivid expression of the whole of life being brought 
under ine dominion of Christ. As we feel most surely 
that she herself has done this, let us not lose the 
inspiration of her example. 

Your Council, so I understand, is equally convinced 
athat the deterioration in the state of human affairs in 
fe world today is very largely due to the decay of 
‘religion. With this I must most wholeheartedly agree 
and it is indeed some grounds for satisfaction that a 
professional body like yours is so clearly aware of this. 

One of the most surprising anomalies with which we 
are faced in our modern world is that whereas scien- 
tific progress seems swift and inevitable, moral progress 
seems to lag far behind. When we realize how devas- 
tating the indiscriminate use of the results of scientific 


progress can be in unscrupulous hands the more it 
becomes clear that without moral progress no other 
progress is possible. 


God’s Blessing and Guidance 


If I interpret the decision of your Council rightly, I 
would venture to suggest that there might also be a 
third reason for your decision, namely, that the 
deliberations of your Council may be blessed and 
guided by God. As one of the leading body of account- 
ants in Great Britain, you must be rightly proud and 
jealous of your unique reputation gained since the time 


of your incorporation by Royal Charter, and it must 


be with a profound sense of responsibility that you 
regard this reputation for professional integrity and 
ability. What better then than that you should seek the 
guidance of God in the deliberations and decisions that 
you will undertake? 

The lesson from the New Testament read to us just 
now by your President — and aptly enough his own 
suggestion — makes a fitting climax to the Sermon on 
the Mount, for there at the conclusion of this mag- 
nificent teaching of Christ we are presented with the 
responsibility of choosing whether we will accept or ` 
reject it. 

“Whosoever heareth these sayings of mine and doeth 
them,’ says Our Lord, ‘I will liken him unto a wise 
man which built his house upon a rock’ and ‘Everyone 
that heareth these sayings of mine and doeth them not 
shall be likened unto a foolish man who built his house 
upon the sand.’ 

The houses upon the rock and the sand give us in 
vivid contrast the differences between lives built upon 
the rock of Christian certainty and those built upon 
the shifting sands of unbelief. I see by the motto of 
your Institute — Recte Numerare — that a correct esti- 
mation of worldly concerns is professionally enjoined 
to you, but we are more than worldly wise if we allow 
a similar wisdom to embrace the whole of our lives — 
that as wise men we build for strength and security that 
we may stand fast against the winds and storms of 
adversity both material and spiritual. 

An amusing story is related by Dean Inge on the 
occasion of a dinner at which he was present given by 
the Worshipful Company of Spectacle Makers. He.‘ 
reminded his audience that ministers of religion are - 
also spectacle makers with just this difference — that it 
was their job to help people see the invisible, and of ` 
course, it is when we come to think of it, the invisible 
things that are the most important. 


The Gifts of the Wise Men 


By a happy coincidence we are holding this service on 
January 6th, the Feast of the Epiphany, when we com- 
memorate the coming of the Wise Men to Jesus Christ, 
andthe laying of their gifts at His feet. These gifts of 
gold, and frankincense and myrrh were, of course, 
symbols of the royalty, the divinity and the saviourhood 
of Christ. They were also prophetic of what can and 
must come to pass in God’s good time — namely, that 
the kings and rulers of this world in kneeling at the feet 
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of Christ will find in Him the King of Kings and Lord 
of Lords and thus bring on earth that true peace for 
which we all so dearly yearn. 

The gifts of the Wise Men, however, have a personal 
application for all of us, and we may see in the picture 
of the Epiphany an invitation for each one of us like 
wise men to come to the feet of Christ and lay our 
best gifts before Him. Let then the gold represent the 
whole of our lives and possessions, and especially in 
your case, if I may suggest it, your professional com- 
petence and skill as accountants. Lay that at His feet 
and in so doing offer it to the glory of God and the 
welfare of those whom you seek to serve. Then let the 
frankincense represent our love — our hearts. For all 
human affection for wives, for children, for friends is 
ennobled and beautified if it is caught up in that 
highest love of all, the love for God our Heavenly 
Father. And then the myrrh. Here we have the sorrows 
the disappointments, the frustrations and failures that 
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so often tend to darken our lives. Sometimes, too, the 
iliness or even death of those whom we hold most dear- 
Let us lay these, too, at the feet of Christ and offer 
them to Him as one who has experienced human 
suffering and triumphed over it. 

These then are our gifts. Let us like the Wise Men. 
guided by the star of divine inspiration make our way 
to the feet of Christ today and offer them humbly to 
Him. By offering them to Him they will return to us 
a thousandfold, and we shali go forth from His 
presence the. better and stronger men for life in His 
service and in the service of our profession — men whose. 
lives are founded upon a Rock. 


After the sermon and during the singing of the hymn 
‘He who would valiant be’, the collection was taken for 
the Chartered Accountants’ Benevolent Association. 

The service concluded with the Benediction and the 
first verse of the National Anthem. 


ri 


OF CHARTERED i 


ACCOUNTANTS IN IRELAND 


SPECIAL MEETING 


A special meeting of the Council of The Institute of 
Chartered Accountants in Ireland was held in Dublin 
on December 18th, 1953. The President, Mr Patrick 
Butler, F.c.A., was in the chair, and there were also 
present: 

Messrs F. Cleland, Vice-President, H. E. A. Addy, A. E. 
Dawson, W. H. Fitzsimons, G. F. Klingner, P. J. Purtill, 
J. Walker, and D McC. Watson, with the Secretary, Mr 
Wm, E. Crawford, and the Joint Secretary, Mr H. 
Stevenson, in attendance, 

Apologies for absence were received from Messrs 
J. Bailey and H. Trevor Montgomery. 


Fellowship 
Mr James Edward Price, Associate in Practice, Dublin, 
applied for and was admitted to Fellowship with effect 
from-January rst, 1954. : 


Re-admission to Membership 
Mr Frank Smith, 22 Southernhay East, Exeter, Devon, 
excluded from membership at the last meeting for non- 


payment of his fee for 1953, applied for and was 
reinstated to membership. 


OF THE COUNCIL 


Exclusion from Membership 


Mr Charles Stewart Barrett, F.c.a., William Street, 
Tullamore, Co. Offaly, was excluded from membership 
for non-payment of his fee for the year 1953, under 
Bye-law 107 (6). 


Co~-option to Vacancy on Council 


Mr Robert Patrick Feltham Olden, F.c.a., Cork, was 
co-opted to fill the vacancy on the Council created by 
the resignation of Mr E. T. McCarron. 


November 1953 Examinations 


The reports of the examiners on the examinations held 
in November 1953 were submitted showing that in the 
Final examination 24 of the 78 candidates had been 
successful, or 31 per cent, compared with 41 per cent 
at the previous examination; that in the Intermediate 
examination, 46 per cent had passed (29 out of 63 


_candidates), compared with 40 per cent in the previous 


examination: and that 5 candidates out of 21 for the 
Preliminary examination had been successful. 


RESULTS OF EXAMINATIONS HELD IN NOVEMBER 1953 


FINAL EXAMINATION 


First Place and the ‘Arthur H. Muir’ Memorial Prize 
- Robertson, Douglas Walter, (Dublin). 
Second Place 
MacMahon, Noel Matthew, (Dublin). 
` Third Place 
Houston, Robert Arnold, (Holywood, Co. Down). 


Full List of Names of Successful Candidates 
(in alphabetical order) 


Brown, William John Coulson, (Belfast); Conaghan, Edward 
Michael, (Londonderry); Connolly, Denis, (Banbridge, Co. 
Down); Coppel, Michael Leonard, (Belfast); Delargy, Neil, 
(Galway); Dowie, William Desmond, (Belfast); Doyle, 
William Brendan, (Dublin); Fallon, James Joseph, (Dublin); 
Glennon, Thomas Brendan, (Belfast); *Houston, Robert 


Arnold, (Holywood, Co. Down); Howlin, Philip Mary, 
(Dublin); Lavelle, Patrick Dermot, (Castleknock, Co, 
Dublin); McComish, John Gerard William, (Portballintrae, 
Co. Antrim); “MacMahon, Noel Matthew, (Dublin); 
McRoberts, Samuel Crawford, (Muckamore, Co. Antrim); 
Mills, Robert McNeill, (Belfast); Morrison, Nia] John, 
(Londonderry); Murphy, Patrick Thomas Gerard, (Belfast); 
O’ Byrne, James Edward, (Blackrock, Co. Dublin); O°Du 
Francis Joseph, (Broomfield, Co. Monaghan); O'Leary, 
Raymond Anthony, (Cork); Owens, Hugh Vincent, 
(Monaghan); “Robertson, Douglas Walter, (Dublin); 
Rumball, Kenneth Joseph, (Malahide, Co. Dublin). 


24 candidates passed. 


54 candidates failed, of whom 4 were deferred for re-examina- 
tion in one subject under Bye-law Sr. 


. *-See also place list-above. 
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INTERMEDIATE EXAMINATION 


` First Place and the ‘John Mackie’ Memorial Prize 
Coleman, George William, (Dublin). 


Second Place 
Robb, Harford Montgomery, (Belfast). 


Third Place 
Russell, Patrick, (Dublin). 


Full List of Names of Successful Candidates 
(in alphabetical order) 


Barrett, Joseph Patrick, (Carrigrohane, Co. Cork); Brock- 
hoven, Peter, (Glenageary, Co. Dublin); Browne, James 
Valentine, (Belfast); Cody, Denis Anthony Lorenzo, (Kil- 
liney, Co. Dublin); *Coleman, George William, (Dublin); 
Duggan, Michael Francis, (Dublin); Fox, Joseph Donall, 
(Mount Merrion, Co. Dublin); Freeman, ‘Thomas Henry 
Creed, (Dublin); Harrison, John Madden, (Belfast); 
Houlihan, Edward Gerard, (Dublin): Johnston, John Collis, 
(Raheny, Co. Dublin); Keane, Michael Mary, (Limerick); 
Lalor, Mary Agnes, (Dublin); "McCracken, William Alfred 
Bruce, (Dublin); McCrae, Norman Rudge, (Dublin); 
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McKenna, Richard John Kenna, (Blackrock, Co. Dublin); 
McNamara, Patrick Joseph, (Limerick); Macpherson, 
Thomas Angus, (Belfast); Matthews, Robert Gregg, (Glan- 
mire, Co. Cork); O’Brien, Timothy Vincent, (Dublin); 
O'Donnell, Don, (Belfast); O’Dwyer, Philip Joseph, (Dub- 
lin); O’Mahony, Robert Finbarr, (Belfast); O’ Neill, William 
Arthur, (Blackrock, Co. Dublin); Reid, James Albert 


Frederick, (Belfast); *Robb, Harford Montgomery, (Bel- 


fast); *Russell, Patrick, (Dublin); Scott, Peter C., (Sandy- 
cove, Co. Dublin); Walsh, Fabian Martin Michael, (Dublin). 


29 candidates passed. 34 candidates failed. 
*See also place list above. 


PRELIMINARY EXAMINATION 
Full List of Names of Successful Candidates 
(in alphabetical order) 
Alexander, Sydney Bertram, (Belfast); Jordan, Arthur 
Stewart, (Drogheda, Co. Louth); Kerr, James Wright, 
(Ballymena, Co. Antrim); Twinem, Geoffrey Saunders, 
(Portadown, Co. Armagh); Wray, Shelburn Giles, (Belfast). 


5 candidates passed, x6 candidates failed. 


NEW LEGISLATION 


All new Acts will be noted in this column, together with those Statutory Instruments which are 

of interest to the profession. The date given indicates when an Act received the Royal Assent 

or when a Statutory Instrument becomes effective. Copies of either may be obtained through g c 
Gee & Co (Publishers) Ltd, 27—28 Basinghall Street, London, EC2. 


STATUTES 
(2 Eliz. 2) 
Chapter 1: Regency Act, 1953 


An Act to provide that, in the event of a Regency 
coming necessary under the Regency Act, 1937, His 
Royal Highness the Duke of Edinburgh shall in certain 
circumstances be the Regent, to provide that the heir 
apparent or heir presumptive to the Throne shall be 
deemed for the purposes of that Act to be of full age 
if he or she has attained the age of eighteen years, to 
add Her Majesty Queen Elizabeth the Queen Mother 
to the persons to whom royal functions may be dele- 
gated as Counsellors of State, and for purposes 
connected with the matters aforesaid. 


Price 3d net. November roth, 7953. 


Chapter 2: Consolidated Fund (No. 3) 
Act, 1953 


An Act to apply a sum out of the Consolidated Fund 
to the service of the year ending on the thirty-first day 
of March, one thousand nine hundred and fifty-four. 


Price 2d net. December 18th, 1953. 


Chapter 3: Armed Forces (Housing Loans) 
Act, 1953 


An Act to extend the Armed Forces (Housing Loans) 

Act, 1949. 

Price 2d net. December r8th, 1953. 

Chapter 4: Post Office and Telegraph 
(Money) Act, 1953 


An Act to provide for raising further money for the 
development of the postal, telegraphic and telephonic 
systems and of any other business of the Post Office; 
and for purposes connected with that matter. 


Price 2d net. December r8th, 1953. 


Chapter 5: Statute Law Revision Act, 1953 


An Act for further promoting the Revision of the 
Statute Law by repealing Enactments which have 
ceased to be in force or have become unnecessary and 
by correcting certain errors in the First Schedule to 
the Statute Law Revision Act, 1950, and for facilitating 


- the publication of Revised Editions of the Statutes. 


Price 2s net. December 18th, 1953. 


Chapter 6: Public Works Loans Act, 1953 


An Act to grant money for the purpose of certain local 
loans out of the Local Loans Fund. 


Price 2d net. December 18th, 1953. 


Chapter 7: Air Corporations Act, 1953 


An Act to increase the borrowing powers of the British 
Overseas Airways Corporation and the British Euro- 
pean Airways Corporation; to make provision for the 
payment of pension benefits in respect of the service 
of members of those corporations; and to amend the 
law with respect to the limitation of actions and other 
proceedings against those EES or their servants 
or agents. 


Price 2d net. December 18th, 1953. 


Chapter 8: Electoral Registers Act, 1953 


An Act to alter the date for the publication, in the year 
nineteen hundred and fifty-five and subsequent years, 
of registers of parliamentary and local government 
electors, and consequentially on that alteration to alter 
the elections for which those registers are to be used, 
and the qualifying date for those elections, and make 
further provision in place of Section 4 of the Electoral’ 
Registers Act, 1949. 


Price 3d net. December 18th, 19 53. 
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Chapter 9: Expiring Laws Continuance 
Act, 1953 
An Act to continue certain expiring laws. 


Price 3d net. December 18th, 1953. 


" STATUTORY INSTRUMENTS 


The Public Trustee (Fees) Order, 1953 
(S.I. 1953 No. 1875) 
This Order increases the rate of the fee taken on with- 
drawals from trust property administered by the 
Public Trustee. 


Price 2d net. January Ist, 1954. 


January 9th, 1954 


The Purchase Tax (No. 1) Order, 1954 
(S.I. 1954 No. 1) 1 


The Purchase Tax (No. 2) Order, 1954. 
(S.I. 1954 No. 2) 


The Purchase Tax (No. 3) Order, 1954 
(S.I. 1954 No. 3) 


These three Orders have been made under Section 21 
of the Finance Act, 1948, and effect changes in the 
rates of purchase tax on certain goods. 


Price 2d net each. January 6th, 1954. 


NOTES AND NOTICES 


Personal 


Messrs WHEAWILL & SUDWORTH, Chartered Account- 
ants, of 35 Westgate, Huddersfield, and of Leeds and 
London, announce that as from January Ist, 1954, 
they have admitted into partnership Mr PETER 
WILLIAMS, A.C.A., who has been associated with the 
firm for a number of years. The style of the firm will 
remain unchanged. 

Messrs Epmunp D. Wuite & Sons, Chartered 
Accountants, of London and Lancashire Chambers, 
ASA Dale Street, Liverpool, 2, and 378-380 Salisbury 
House, London Wall, EC2, announce that as from 
January ist, 1954, they have taken into partnership 
Mr SIDNEY ARTHUR WOOLVEN, A.C.A and Mr 
Puitip Fercus ROGERS, A.C.A, who have been 
associated with the firm for over fourteen years and, 
as partners, will practice in the Liverpool area. The 
style and addresses of the firm remain unchanged. 

The partners of Turquanp, Youncs & Co 
announce the admission to partnership in London 
on January ist, 1954, of Mr A. D. Knox, Ca, who 
has been a partner in the Argentine firm of TURQUAND, 
Younes & Co for many years. 

Messrs P. D. Leake & Co, Chartered Accountants, 
of x Cornhill, London, EC3, announce that as from 
January ist, 1954, they have admitted into partner- 
ship Mr J. L. E. DALY, a.c.a., who served his 
articles with the firm. The name of the firm remains 
unchanged. | 

Messrs T. C. Saquance & Sons, Chartered 
Accountants (Incorporating JOHN PARKER & Sons), 
of 26 John Street, Sunderland, and at Darlington, 
announce that their senior partner, Mr F. C. 
JOHNSON, F.C.A., who has been a member of the firm 
since April ist, 1921, has retired from the partner- 
ship as from December 31st, 1953. The practice 
will be carried on by the remaining partners and the 
style of the firm will remain unchanged. 

Messrs Lucian J. Brown & Nor ey, Incorporated 
Accountants, of Friars Chambers, Dock Street, 
Newport, Mon., announce that Mr J. A. PEARSON, 
A.S.A.A., who has been associated with the firm for 
some fifteen years, has been admitted to the partner- 
ship as from January rst, 1954. The name of the 
firm will remain unchanged. 


Messrs H. P. Goutp & Son, of 8 Upper King 
Street, Norwich, announce that as from November 
6th, 1953, they have taken into partnership Lieut.- 
Comdr. STANLEY Patrick MCGUIRE, R.N. (Retd.), 
A.C.A., who served his articles with the firm and who 
has continued with it since qualifying. At the same 
time Mr R. Pearce GouLp has retired from the 
partnership, but will in future give his services in a 
consultative capacity as required. The style of the 
firm will be H. P. Gour & Son, Chartered Account- 
ants. It is also announced that Mr D A. PEARCE 
GouLp has entered into a partnership with Mr 
FREDERICK WALTER WRIGHT, A.S.A.A., who has been 
associated with the firm for many years. This partner- 
ship, under the style of Goutp & Co, will work in 
association with H. P. Goutp & Son. 


Mr E. C. LOVEGROVE, CA, announces that he has 
commenced to practice at 56 Buckingham Gate, 
London, SW: (Telephone: Tate 3312), and at 3 Dt: 
George’s Place, Brighton, 1 (Telephone: Brighton 
26653). 

Messrs STURGES, FRASER, Cave & Co, Chartered 
Accountants, of 1 Guildhall Chambers, 31—34 Basing- 
hall Street, London, EC2, and Godalming, Surrey, 
announce that, as from January rst, 1954, Mr 
MIcHAEL D Carr, A.c.A., who has been a member 
of their staff for a number of years, has been admitted 
into partnership. The style of the firm remains 
unchanged. 

Messrs A. C. PALMER & Co, Chartered Account- 
ants, of Regent House, 45 Sheep Street, Northamp- 
ton, and London, Leicester, Rushden and Bedford, 
announce the retirement of Mr W. H. SHAW, F.c.a., 
from the partnership as from December 31st, 1953. 
At a complimentary dinner given by the partners, 
Mr SuHaw was the recipient of a handsome presenta- 
tion to commemorate an association of over fifty years 
with their Northampton branch. Arrangements hav 
been made for the retention of Mr Suaw’s services. 
in a consultative capacity. 

Messrs Bryce Hanmer & Co, Chartered Account- 
ants, of 1 & 3 Stanley Street, Liverpool, 1, announce 
that Mr ArTHUR GREEN, A.C.A., who has been on 
their staff for a number of years, has been admitted 
into partnership as from January Ist, 1954. 
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` Messrs Harvey Preen & Co, Chartered Account- 
ants, of 17 Basinghall Street, London, ECz, announce 
that as from January rst, 1954, they have admitted 
into partnership Mr ARTHUR DENNIS SAWARD, F.C.A., 
who has been in practice for some years under the 
style of ARTHUR D. Sawarp & Co, at 147~149 Cannon 
Street, EC4. The London practices will be combined 
and carried on from 17 Basinghall Street, EC2. 

Messrs MAXTONE GRAHAM & Sime, Chartered 
Accountants, of 34 Charlotte Square, Edinburgh, 
announce with regret the death, on December 25th, 
1953, of their senior partner, Mr S. W. MURPHY, C.A. 
The practice will be continued by the remaining 
partners. 

Messrs SHARP, Parsons & Co, Chartered Account- 
ants, of 120 Colmore Row, Birmingham, and Suffolk 
"House, Laurence Pountney Hill, Cannon Street, 
London, EC., announce with regret the retirement 
‘from the partnership as from December 31st, 1953, 
of Mr Epwarp Bos try, F.c.A., who had been senior 
partner for many years. They also announce that 
Mr Epwarp D. Cox, a.c.a., son of Mr Wm. E. Cox, 
F.C.A., a partner in the firm, who has served both 
under articles and subsequently with the firm, has 
been taken into partnership as from January Ist, 1954. 

Messrs WINKLEY & CLARKE, Chartered Account- 
ants, of Russell Chambers, King Street, Nottingham, 
announce that as from January rst, 1954, they have 
taken into partnership Mr A. F. G. BLISSETT, A.C.A., 
who has been managing clerk for a number of years. 
The style of the firm remains unchanged. 

Messrs A. J. WHITINGTON, Wootton & Co, of 
17 St Peter Street, Winchester, and of Alton, 
announce that they have admitted Mr J. PATTINSON, 
gri into partnership, as from January Ist, 1954. 

he style of the firm remains unchanged. 

- Messrs FIsHer & Finlay, Chartered Accountants, 
formerly of 14 Gloucester Place, London, Wr, 
announce that they have removed to 43 Upper 
Berkeley Street, London, Wx. (Tel: Ambassador 
140-7.) 

Messrs WALTER & W. B. GALBRAITH, Chartered 
Accovxtants, of 87 St Vincent Street, Glasgow, Ca, 
announce that they have admitted into partnership, 
as rom January Ist, 1954, Mr LAWRENCE EDWARD 
LuscomBE, CA. The name of the firm remains 
unchanged. | 


Professional Notes 
Mr K. J. W. Bamford, A.c.a., has been appointed a 
director of W. G. Northcott & Co Ltd, Exeter, as 
from January tist, 1954. He will continue to act as 
chief accountant to the Northcott Group of companies. 
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Mr N. J. Horn, c.a., has been appointed secretary 
of Dickins & Jones Ltd, as from January Ist, 1954. 

Mr R. W. Foad, F.c.a., retired. from the firm of 
Messrs McClelland Ker & Co on December 31st, 
1953, to take an appointment with the Iron and Steel 
Board. 

Mr Campbell L. Nelson, F.c.a., has been appointed 
a director of Apex (Trinidad) Oilfields Limited. 
Mr Nelson is also a director of British Borneo 
Petroleum Syndicate Limited and Ultramar Co Ltd. 

Mr J. V. Cooper, a.c.a., formerly accountant of 
Liebig’s Extract of Meat Company, has been 
appointed secretary of the company. 


National Council for Domestic Food 
Production 


Mr A. S. H. Dicker, M.B.E., F.C.A., a partner in the 
firm of Lovewell, Blake & Co, Chartered Accountants, 
Norwich, and a member of the Council of the 
Institute, has been invited by the Minister of 
Agriculture and Fisheries to serve for a further three 
years on the National Council for Domestic Food 
Production. Mr Dicker first joined the National 
Council in January, 1951, and is chairman of its 
finance committee. ' 


Taxing Master of the Supreme Court 


The Lord Chancellor has appointed Mr Charles 
Edgar Cullis, solicitor, to be a Taxing Master of the 
Supreme Court with effect from January 4th. 


Retirement of 
Manchester Accountants’ Clerk 


After nearly fifty-eight years’ service with the firm of 
Appleby & Wood, Chartered Accountants, of Man- 
chester, Mr Samuel Scholes has retired at the age 
of 87. 

Me Scholes, who refused to contemplate retirement 
until he began to suffer from failing eyesight, was the 
oldest accountants’ clerk in Manchester. He has 
always been associated with that city, and was born 
at nearby Middleton, where he lives and where he 
started his career at the age of 14. He joined the firm 
of Appleby & Wood in 1896 and worked chiefly on 
the firm’s inside staff; he is well known, however, to 
clients in the Manchester area. 


London and District Society of Chartered 
Accountants 
LUNCHEON MEETING 
In the absence from the country of Sir Hartley 
Shawcross, P.C., Q.C., M.P, who would otherwise 
have been present at the London and District 
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Society’s luncheon meeting last Tuesday at the 
Connaught Rooms, the meeting was addressed by 
Sir Frank Newton Tribe, K.C.B., K.B.E., Comptroller 
and Auditor-General. We hope to reproduce his 
talk in another issue. 


Furniture Industry Productivity Review 


The eleventh of the series of productivity reviews of 
the British Productivity Council has just been issued 
and concerns the furniture industry.} 

The review briefly covers the developments which 
have influenced the industry since the war, most of 
which are in line with the recommendations of the 
productivity team representing the furniture industry 
which visited the United States in 1951. 

It is interesting to note that the introduction of the 
‘D’ scheme of assessing purchase tax, with its price 
limit for avoidance of tax, has been intrumental in 
causing manufacturers to give close attention to 
costing, and the Furniture Development Council 
has appointed a costing adviser to visit firms and give 
advice on suitable costing methods. 


Audit Programme of Christmas Luncheon 
Readers will no doubt be amused by the following 
‘audit programme’ of a Christmas luncheon given 
to their staff by the firm of Messrs Westcott, Maskall 
& Company, Chartered Accountants, at Zhe Hotel 
Rubens, London, on December 23rd, 1953. 


TIMETABLE 
Junior Course 


Assorted Hors d’Oeuvre (as per Analysis) 
or 
Cream of Tomato Soup a la Gable 


Semi-Senior Course 
Fried Fillet of Sole and Tartare Sauce 
(Cast and reconciled with Dogger Bank) 


Senior Course 
Roast Wing of Surrey Chicken and Bacon 
(No Direct Labour in this Work in Progress — we hape) 


Parisian Potatoes 


Button Brussels Sprouts pearnered by well-known Harvester 


Overhead Course 
Iced Bombe with Orange Baskets (including Frozen Assets) 
Coffee 
Liquidation 


Liqueur Brandy Port (including Report of Proceedings) 


The whole examined by the Certified Auditors, Messrs 
Glossit Over & Hope and confirmed as consumable Stores. 


1A review of productivity in the furniture industry, British 
Productivity Council, 21 Tothill Street, London, SWr. 
2s net. 
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The Chartered Accountant Students’ Society 
of London S 

The following meetings of the London Students’ 

Society will be held during next week: 

Monday, 5.30 p.m.: Lecture, ‘Is it right to avoid taxation?’ 
by Mr L. C. Graham-Dixon, Q.C. 

Thursday, 5.30 p.m.: Lecture, ‘The valuation of fixed 
assets’, by Mr David Solomons, B.COM., A.C.A. (Reader 
in Accounting, University of London). 

Friday, I p.m.: Lunch-time discussion of study problems 
brought by students. 5 p.m.: New members’ meeting and 
address by the President, Sir Harold Gillett, M.C., F.C.A. 


Accountants’ Crossword: Solution 
The solution of the crossword problem compiled by 
Mr KENNETH TRICKETT, A.S.A.A., published in the 
issue of December 26th, 1953, is as follows: 

Across: 1. Mercantile Agent; 8. Returns; 9. Assurer; 
10. None; rr. Thereto; 12, India; 13. Again; 14. Chart; 
16. Curve; 17. Large; 19. Merge; 21. Nominee; 22. Plea; 
24. Utility; 25. Earmark; 26. Executors Assent. va 

Down: 1. Marine Adventurer; 2. Rotunda; 3. Acre; 
4. Tested; 5. Answerable; 6. Earnest; 7. Turn of the Market; 
9. Attach; 12. In Transitu, 15. Remedy; 16. Combine; 
18, Release; 20. Refers; 23. Arts. 


SEVENTY-FIVE YEARS AGO 
From Whe Accountant oF JANUARY 11TH, 1879 


From ‘Notes in Passing’ 
INCORPORATION OF ACCOUNTANTS 

The Manchester Institute of Accountants have, as 
will be seen by the report of the quarterly meeting 
of that body published elsewhere, appointed a depu- 
tation to meet the Council of the Institute of Account- 
ants on the subject of the proposed Bill, and the 
conference is fixed for the 14th inst. We learn from 
the report that the opinion “‘was generally expressed 
that the incorporation of accountants and their, 
recognition by the State under proper tests and- 
examinations would conduce greatly to the protec- 
tion of commercial interests, and those of public 
companies and other public bodies.” 


ANNOTATED TAX CASES 


Edited by Roy BORNEMAN, Q.C. 


Published on the first Saturday after the 20th 
of each month. Reports of Income-tax, Sur-tax, 
Profits Tax, ERT, Death Duties and Stamp Duty 
Cases decided in the Courts of England and Scotland. 
The reports contain a lucid summary of the cases and 
a full report of the judgments, together with explana- 
tory notes on the decisions. 


SUBSCRIPTION 30/ m PER ANNUM 
( post free) 


GEE & CO (PUBLISHERS) LTD 


27-28 BASINGHALL STREET, LONDON, EC2 
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QUO VADIS? 


N May 1952 the Council of The Institute of Chartered 

Accountants in England and Wales issued its Recommendation 

XV on ‘Accounting i in relation to changes in the purchasing 
power of money’. In accordance with the intention then announced, 
the Council latet invited other accountancy bodies to join with it 
in further study of the subject. The bodies invited were The 
Institute of Chartered Accountants of Scotland, The Society of 
Incorporated Accountants and Auditors, The Institute of Char- 
tered Accountants in Ireland, and The Association of Certified 
and Corporate Accountants. 

Elsewhere in this issue we publish a short statement by the 
Council, recording that the discussions were concluded in 
December 1953 without agreement being reached between the 
various bodies represented (that is to say, all those just mentioned, 
except the Irish Institute, whose representative was not able to be 
present at either of the two meetings). ‘The position in which the 
Council now stands is made clear in the new statement: 


‘During these two meetings nothing has emerged which makes it 
necessary for the time being for the Council to amend or add to the 
comprehensive review of the subject which is contained in Recom- 
mendation XV.’ : 


Meanwhile, statements by the Councils of the Society and the 
Association had already been issued after the termination of the 
joint discussions. These are reproduced elsewhere iri this issue. 
Hitherto the members of these two bodies have not, so far as we 
know, had an expression of view from their Councils on this 
much-discussed subject, although they have of course been well 
aware of their Presidents’ views. (At the time of writing no state- 
ment has been published by the Scottish Council.) 

Most of the Society’s statement consists of a brief sketch of 
some suggested book-keeping and other: procedures designed to 
give effect to a concept of profit which lies somewhere between a 
‘replacement’ concept and a ‘current value’ concept, with a good 
many questions left unanswered. These suggestions traverse, in 
the main, lines which are familiar enough and call for no special 
comment. The material part of the statement, however, reads thus: 


‘The Council therefore suggests to its members that encourage- 
ment should be given, in appropriate cases, to the wider use of new 
conventions in calculating the profit shown in financial accounts. 
When accounts are clearly stated to be prepared on this basis, they 
should be considered an acceptable alternative to those prepared on 
the basis of “historical cost”? 


A great many accountants will regard this statement as an 
unfortunate threat to the forward and remarkable progress made 
by -the profession in recent years. Under the leadership of the 
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Institute’s Council, whose recommendations (all 
addressed to members of the Institute) exhibit 
a high degree of independence and objectivity, 
the profession has made great forward strides 
towards better accounting. The adoption now of 
an ‘as you like it’ attitude towards accounting 
would quickly run the profession to a low ebb in 
public life. The formal profit and loss account is 
not, we suggest, the place for officially sponsored 
experiments in new concepts of profit which 
remain unproved and raise issues of the widest 
social importance. 


When we commented on Recommendation XV ` 


in our issue of May 31st, 1952, we said that it 
was in our opinion the most profound and 
meticulously thought out recommendation that 
the Council had so far issued. We also said that 
before any alternative conception of profit could 
be accepted it would be essential to clear all the 
legal, accounting, economic and social issues 
involved. None of these issues has been cleared; 
indeed the Society’s statement does not attempt 
to consider them. This is particularly surprising, 
because early in the statement it is said that the 
Society’s Council 

‘has noted the concern felt in many SE about 

the harmful effects on the economy of profit 

measurements which disregard the implications of 
changing money values’. 
If this is a consideration which has moved the 
Society’s Council it is not evident why the Council 
has avoided all the economic and social issues 
involved. 

The statement issued by the Council of the 
Association is entitled ‘Observations on Recom- 
mendation XV... ?. It is not a self-contained 
statement addressed by the Council to the mem- 
bers of the Association; as its title implies it is 
issued as a direct criticism of a recommendation 
addressed by the Institute’s Council to the 
members of the Institute. For the council of an 
accountancy body to publish such a criticism, as 
distinct from issuing to members a self-contained 
statement of its views, is a unique situation’ and 
we hope it will so remain. In pursuing its critical 
course the Association runs on different lines 
from the Society. In so far as it makes suggestions 
they are based on a ‘current value’ concept, 
applied by an index system; the ‘replacement’ 
conception is shunned. 

Much of the Association’s statement is in- 
tended to show why ‘the principal defect -of 
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Recommendation XV is that it sets the scope of 
discussion too widely for the immediate purpose 
in mind’ and why the ‘reasoning of Recommenda- * 
tion XV is defective’. Readers of the statement 
will be able to judge these comments for them- 
selves. For our part we do not subscribe to the 
view that serious problems can be disposed of 
by limiting “the immediate purpose’ when the 
whole subject is fundamentally a mere part of a 
monetary disease affecting every man, woman and 
child. Quod differtur non aufertur. On the con- 
trary, the great merit of Recommendation XV 
was its comprehensive, yet concise, nature. It 
set the accounting problem in its proper per- 
spective and reviewed it objectively. 


We do not wish to suggest that the Institute’s. 
Council holds the position which Pope called the 
Right Divine of kings to govern wrong. It 1s, 
however, public knowledge that the Council uses 
great care in preparing its recommendations and 
it has available to it a very wide field of experience 
of members in all parts of the country, including 
those in industry and commerce. Moreover, the 
Council does not issue a recommendation.unless 
its substance has the approval of an overwhelming 
majority of the Council. It can therefore safely 
be assumed that Recommendation XV was a 
document which the Council had reason to believe 
would have general support. Events have certainly 
shown this to be so. S 


The Council was at pains to emphasize the 
desirability of showing in the directors’ report or 
otherwise the effects of changes in purchasing 
power upon the affairs of the business and of 
experimenting with methods of measuring those 
effects on profits and on financial requirements. 
The Council also suggested that if the results of 
those experiments are published in the documents 
accompanying the annual accounts the basis used 
for the calculations and the significance of the 
figures in relation to the business should be stated 
clearly. If the statements now issued by the 
Society and the Association result in further 
encouragement of such experiments they will 
have served a useful purpose; but if the formal 
profit and loss account is used as the test-tubeff 
we feel that the status and prestige of the profes- 
sion will not be enhanced. In medical practice 
it is generally regarded as essential, before loosing 
a new remedy, to make quite sure that the remedy 
is not worse than the disease. ee 
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VALUATION OF INTER VIVOS GIFTS 


IP our issue of August Ist, 1953, we referred 


to an announcement by the Inland Revenue 

of an important change of practice in relation 
to the valuation of tnter vivos gifts for estate duty 
purposes. As we observed at that time, the 
announcement still left the matter in a most 
unsatisfactory state and it is not surprising that 
the Inland Revenue have found it advisable to 
approve a supplemental statement with the object 


of “clearing up certain points. These points were - 


_raised by members of the Law Society and the 
supplemental statement appears in the Law 
Society Gazette for January 1954. 
` The matter “in question is the problem of 
valuation where the donee of property has 
disposed of it before the donor’s death takes 
place. As we pointed out in our previous leading 
article, the decision in Strathcona v. CIR ([1929] 
8 A.T.C. 410; S.C. 800) is authority for saying 
that if the subject of the gift exists at the donor’s 
death, it is to be valued as on the date of his 
death and the donee is to bear duty accordingly. 
In that case one of the donees had disposed of 
some gifts before the death but no distinction 
-was made in his case, notwithstanding the pro- 

isions of the Finance Act, 1894, Section 22 (1) 

(Ff) which were quoted verbatim by some of the 
judges and are as follows: 

‘22 (1) (f) The expression “property” includes 
real property and personal property and the 
proceeds of sale thereof respectively and any 
money or investment for the time being represent- 
ing the proceeds of sale.’ 

In view of the obvious hardships of the rule, 
it has long been the practice to allow equitable 
relief, for example, where the donee of a house 
improves it before the donor’s death. 

The Inland Revenue announced last July that 
they had been advised, in view of Section 22 (1) 
(f) quoted above, that where the subject matter 
of a gift had been sold the charge to duty switched 
to the proceeds of sale and left the donated 
property. If these proceeds were reinvested and 
the donee could show that that was the case, the 
charge was to switch to the new investment, the 
value of which at the donor’s death would 
determine the amount op which duty was 
chargeable. Commenting on this change, we 
asked what would be the position of a donee 


who had sold the property for a sum which 
exceeded its market value at the date of the death. 
We said that presumably he could still invoke 
Strathcona and pay on the smaller amount. 

= The Inland Revenue now say: 

“The donee does not have an option to pay duty 
either on the property or on the proceeds of sale.’ 
The supplemental statement goes on to add that 

‘where a sale has taken place after the gift and 
during the donor’s lifetime the claim will prima 
facie attach to the proceeds of sale, but if it can 
be shown that at the donor’s death such proceeds 
were represented by identifiable property or 
investments, the claim will be on the identifiable 
property or investments to the exclusion, not only 
of the property originally given, but also of the 
proceeds of sale.’ 

We need hardly say that this new practice, 
which involves ignoring part of the Strathcona 
decision, is not binding on the taxpayer and if 
he finds it imposing a greater burden on him than 
is warranted by that case he can challenge it. 
By no means the last word has yet been said of 
the mysterious Section 22 (1) (f). By throwing 
doubt on one part of the Strathcona decision 
the Inland Revenue may invite taxpayers to 
challenge other parts. , 

A person who is incautious enough to lend 
money on a mortgage of an inter, vivos gift, 
instead of buying it outright, may find himself 
chargeable to the estate duty on it. Paragraph 3 
of the supplemental statement is as follows: 

"a. The Board of Inland Revenue’s ruling does 
not afford protection to a mortgagee. If the donor 
dies within the five-year period, the mortgagee 
can be held accountable for estate duty just as a 
purchaser of the property would have been until 
the recent change of practice.. The Board look 
primarily to the donee and treat the right to 
recover the duty from the mortgagee as a last 
resort; they do not feel able, however, to give an 
assurance that they would never call upon a 
mortgagee for payment.’ 

We understand that the Council of the Law 
Society are pressing for the extension of the 
protection to cover mortgagees and that this is 
one of the matters which the Council submitted 
to the Chancellor of the Exchequer in November 
last on the question of estate duty anomalies. 

It would be a pity if the -abolition of old 
anomalies could not keep ce with the creation of 


new ones. raat vt 
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MAKING THE MOST OF WORKS VISITS 


PRACTICAL EXPERIENCE OF THE WORKSHOP IS ESSENTIAL 
by ROBERT W. WISHART, A.C.W.A. 


HE young man who intends making a 
career of industrial accounting frequently 
' attains a high degree of proficiency in 
financial accounting before gravitating towards 
the industrial aspect of the work. Consequently, 
he is up against a very real problem when he is 
ready to learn about the workshop. The first 
difficulty is how to make a start. 

His daily work may not permit him to complete 
his training by familiarizing himself with the in- 
tricacies of machines, the flow of work and the 
numerous processes that are involved in the 
manufacture of goods. He may be employed in a 
professional office or in the head office of a 
concern whose factory operates on an industrial 
estate several miles away. 


Essential for a Career of Industrial _ 
Accounting 


But practical éxperience of the workshop he must 

have; articles in professional journals and lectures 
assure him of this. They tell him what he must 
do, then leave him to find his own answer to the 
all important aspect of how. to overcome this 
apparent gap in his training. 

T'o the young man in this dilemma I would say 
make the most of works visits. If you are fortunate 
enough to live in an industrial area, so much the 
better; the scope of your activities will be 
limited only by. the time you can spare and your 
enthusiasm for research of this kind. 

An attractive feature of such a survey is that 
you can please yourself what industries you 
select. But make them as varied as time and 
opportunity will permit. 

You may be interested in the industrial revo- 
lution that was made possible by the discovery 
and use of iron and steel. Well then, make it 
your business to follow. the process from the 
winning of iron ore from the ground. Go and 
see a coke oven, a.blast furnace and a rolling mill. 
Watch a steam hammer at work. Find your way 
into a foundry and learn something of core- 
making and the pouring of molten metal for the 
forming of castings. 

Investigate the making of all sorts of articles 
from plastic, wood, leather and rubber. Go down 
a coal mine and see for youre the work at the 
coal face. 


There are hundreds of industries and they are 
all interesting. The only danger is that you may 
be so carried away by the wonders you see that 
you forget the purpose of your visit — to become a 
competent industrial accountant. 


Learn the Fundamentals of Workshop 
Practice 


Without becoming too technical, set yourself the 
task of learning the fundamentals of workshop 
practice. Your job, in the future, will bring yous 
into touch with foremen. Therefore you must 
learn to talk their language. You must show them 
that you have an intelligent interest in their work ` 
and that you know what is being discussed. 
Above all, show them that you are willing to co- 
operate-in the production of the right type of 
goods, in the most efficient manner and at an 
economic cost. 

At first the work in the factory may appear to 
you'as a great hotch-potch of unrelated activities. 
Each department or section seems to be engaged 
in furthering its own ends irrespective of all 
others under the same roof. But as you_advance 
you become aware of the guiding hand, the work 
of the planner, that gives every task a purpose» 
You find that he has allotted tasks to both men 
and machines and that he has arranged for the 
right quantities of materials to be available when 
required. Each step has been planned before- 
hand right up to the point where the products 
leave the factory. 

It is advisable, therefore, if you are to gain 
the benefit of your survey, to plan your own 
programme. Your investigation may be arranged 
under a few general headings that may be applied 
in turn to each factory. you visit. The headings 
may be as follows. 7 


Raw Materials 


Most works visits start at the stores—a very 
important department you will agree when you 
consider that on the average about half the totad 
cost of a product is sunk in materials. 

Here you should note the variety of raw 


‘materials in stock and the different methods 


employed in their storage. Some materials may 
be stacked in the yard where they are exposed to 
wind and weather. Others may be kept inside in 
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bins or in æ cool, dry place to avoid deterioration. 
! Inflammables, on the other hand, will be found 
in a separate building, and so on. 


Transport and Handling 


Look out too for up-to-date methods of material 
handling, methods of saving time and energy 
in moving the work from one machine or 
department to another. But in your enthusiasm 
for fork-lift trucks, overhead cranes and con- 
veyor. belts, do not ignore the simple though 
effective meth pds that come as second nature 
to tae man orf the job. 

"ror instance, in a well-known firm of lorry 
builders, rear axle assemblies were to be con- 
veyed to the point on the assembly line where 
dese were fitted into the chassis. Two metal 
trestles were placed parallel to each other and 
about a yard apart. It took two workmen to lift 


the axles on to the trestles but from there one. 


man could, without difficulty, spin the axles on 
these elevated rails and so transport the axles to 
their destination, 


Lighting, Heating and Ventilation 


As you follow your guide around do not overlook 
the various methods of lighting employed under 
different conditions. Observe also any outstanding 
system of heating and ventilation. (These two 
services are generally incorporated today.) Some- 
‘times you. will find extraction fans being used, 


*notably where the Factories Act requires the. 


removal of dust from a grinding machine or 
sawdust from a wood-working machine, or the 
removal of fumes from a paint spraying booth. 


Machines and Layout 
You will see machines, grouped in logical 
sequence of operations, performing many fas- 
_cinating tasks. The automatic machines are 
particularly attractive to the visitor. Set before- 
hand by. skilled toolsetters, these machines will 
go on and on doing the same group of movements 
just so long as the machine minders feed bar 
into them. 
‘Very soon you will learn to recognize the 
different types of machines. But, please remember 


that when an engineer talks about a machine tool 


be is referring to the machine itself and not to 
the cutting tool. Gradually you will become 
familiar with lathes, drills, boring and milling 
machines. Get to know the working of each type 
and what their function is. 

If the machines are belt driven from a line-shaft 
distinguish between open belts and crossed belts 


wv 
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and note the difference between fast and loose 
pulleys. An absence of line-shafting suggests 
an individual motor which is usually built into 
the machine. 


a= 


Power and Transmission. 


At this point you could with advantage study 
the question of power. What is the motive force 
that drives the machines? In the older type of 
factory — that is where belts and pulleys are 
used -the power is obtained from a ‘steam 
engine. 

In the more modern factory, electricity SE 
the power. Now electricity may be obtained from 
the grid in the form of alternating current 
(A.C.) or it may be generated on the premises in 
the form of direct current (D.C.). 

I do not propose going into the question of the 
respective merits of the two methods, e.g. why it 
is necessary to maintain a high power factor in 


_ A.C. to reduce the amount of wattless current 


passing through the meters, or why you must 
use D.C. if you propose recharging electric 
batteries. 


Economy in Power 


Economy in power is an ever present problem. 
Therefore, to take advantage of the cheaper rate 
in off-peak periods, many firms have see 
automatic devices in their ovens. 

In the case of certain forms of heat treatment 
it is possible to load the ovens before closing 
down the works for the night. At a prearranged 
time during the night the ovens heat automatically 
and when the process is completed the regulated 
power is shut off. As a result, the finished 
products are ready for the next operation in the 


` morning. Not only has there been a saving in 


power cost, but there has been a saving in time 


and labour. 


” Another fuel economy point is the preheating a 
process material. This creates a saving in the 
quantity of heat needed to do the job especially 
when waste heat (exhausted heat which otherwise 
would be wasted) is used. 

This brief survey has not been exhaustive. But 


‘you should have gained a few pointers. Your 


guide who took you round the factory was there 
for your benefit. Did you listen carefully to his 
explanations? Did you ask questions when you 
were in doubt? Did you make notes, even if they 
were only mental notes to be recorded in more 
permanent form later? 

If you have done all these things you are well 
on the road to gaining the practical experience 
your advisers have talked and written about. 
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THE LAW OF THE LAND- mm 


THE LAW OF THE CASES 
by P. E. SMART, LL.B. 


This series of four articles gives an elementary outline of the framework of law in 

England; it will perhaps be of use mainly to students, but other readers may find of 

interest the general picture it provides of a system, on parts of which they may 

have a more specialized knowledge. Previous articles have dealt with Courts and 

judges, and with statutory law; and the final article will be concerned with the 
spirit of the legal system. 


. as Lord Mildew said in Doggett v. The Port 
of London Authority, ‘There 1s. no precedent for 
anything until it is done for the first time’. 

SIR ALAN HERBERT, More Misleading Cases. 


HEN Miller and Carpenter & Co Ltd? 
\ \ j first consulted their respective solicitors 
` about the dispute between them, they 
will have been referred to whatever Act or Acts of 
Parliament, or statutory instruments, may have 
relevance tc. the issue between them. It might 
have been that the case between them was a 
fairly clear one; it might even have been that 
Miller was pursuing the matter only out of a 
wrong-headed determination to fight a hopeless 
cause to the end. His solicitor, and in due course 
his counsel, would certainly have impressed 
upon him the apparent hopelessness of his case, 
but if he persisted, it would be the duty of 
Chaucer, J., to say that the Act or instrument 
forbade him the remedy he was seeking. 
` Such circumstances are comparatively rare. 
Parliamentary draftsmen- do their best, but the 
variety of human actions is greater than can be 
caught in the net of any statute, and in practice 
the dispute is likely to be one in which both 
parties have some show of right under the 
statute. Chaucer, J., must then decide the issue, 
and in deciding it he is plainly enough extending, 
by little or by much, the settled effect of the 
Act; until his judgment is delivered none can say 
with certainty whether such or such is the law; 
after his judgment the matter is (usually) clear. 
He will be guided in his interpretation by 
certain canons which have been evolved by the 
Courts through the centuries. The intention of 


Parliament must be sought first in the words 


used in the Act: each word must be given its 
literal meaning, though this must be modified 
where necessary by the context of the section 
in which it appears, and in turn by the context 


L Previous reference has been made to an entirely imaginary 
case bétween these two parties, which is being heard in 
the Chancery Division by an equally imaginary , judge, 
Chaucer, J. 


of the whole Act. When difficulty remains, even 
after such general.reading of the Act, attention 
may be given to the preamble, in which the 
general intention of the Act is expressed. The 
Courts may also consider the state of the law 
before the Act, and the mischief it was designed 
to remedy; but the Parliamentary debates before 
the Act was passed can be looked at only to help 
ascertain that mischief. Any obvious gap can be 
filled by inference. 

All this process obviously recognizes the 
supremacy of Parliament; the judge’s work here 
can be said to do no more than supplement that 
of Parliament, his duty, to look at a dispute and 
attempt to settle it as Parliament would seem to 
have wished it to be settled. But in doing this 
he creates a precedent which is in effect an 
addition to the law; and as the precedents 
accumulate, to a bulk sometimes much greater 
than the original Act, it is hard to deny the 
judges the function of legislators. 


The Law Reports 
The whole vast bulk of the law reports is the 
product of private enterprise. Since 1865 the 
Incorporated Council of Law Reporting has 
published our nearest approach to an official 
series: Appeal Cases (A.C.) covering House of 
Lords. and Privy Council appeals; Queen’s 
Bench (Q.B.), which include also the Court of 
Appeal; Chancery (Ch.); and Probate, Admiralty 
and Divorce (P.). There have been changes in 
the heads since 1865, especially in the earlier 
years; and as recently as the beginning of this 
year the Weekly Law Reports (W.L.R.) were 
developed from the older Weekly Notes (W.N.) 
and in effect took over the work of The Times 
Law Reports (T.L.R.), which then ceased publica 
tion. But the Council is far from having a 
monopoly: the All England Reports (All E.R.) 
take in all the Courts; the Law Journal publishes 
reports in divisions rather like those of the 
Council (L.J.Q.B., L.J.Ch., etc.), the Solicitor’s 
Journal has a series woh Jo. ) and the Law Times 
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another (L.T.); and there are other, specialized, 
series: well known to readers of this journal are 


the Tax Cases (T.C.) and the Annotated Tax 


Cases (A.T.C.), the former being in a manner an 
exception. to the earlier statement that all the 


reports are unofficial; for while Tax Cases are. 


indeed not sponsored by any branch of the legal 
system, they are ‘official’ inasmuch as they are 
‘reported under the direction of the Board of 
Inland Revenue’. 

Until 1947 there was no comprehensive cover 
of all these various reports, but since then 
Current Law has very successfully attempted 
to summarize them all, as well as indicating 
changes in statute law, and referring to adminis- 


, trative decisions and the decisions in many 


+A minor point of interest in case references is the . 


inferior Courts where they are of general interest, 
and to important articles in a wide range of 
periodicals. 

Before 1865 the range was wider still, and the 
reports of earlier years, named usually after the 
individual reporter, lend a certain picturesqueness 
to tables of cases which they would otherwise 
lack: Howe v. the Earl of Dartmouth ((1802) 7 Ves. 
147) takes us to the series compiled by one 
Vesey (there was a Vesey senior and a Vesey 
junior); and the occasional sight of Moo. P.C.C. 
(Moore’s Privy Council Cases) has momentarily 
refreshed the work of more than one weary 
straggler. 


Round and Square Brackets... 


. difference between round and square brackets 


around the date. Round brackets indicate that 
the date is not an essential part of the reference; 
square brackets, that it is. Thus, in all the series 


' in which the volumes are numbered consecutively 


V 


(and in the earlier years the Law Reports them- 
selves were so numbered), the inquirer obviously 
need know only the volume number; although 
if he is not going to the actual report he will 
probably find it useful to know the year as well: 
in Hadley v. Baxendale ((1845) 9 Exch. 341) the 
"o sends you to the right volume of the Ex- 
chequer Reports, and the date is given you, as it 
were, gratuitously. But if the volumes are not 
numbered you-need to know the year before 


you can find the report:-in The City Equitable 
RK Insurance Co Ltd ([1925] Ch. 407) you are 


irected to the volume of the Chancery series 
covering 1925: it has no other identification. 

In many instances the reports for a single year 
fill more than one volume — this is invariably 
true of the very exhaustive All England Reports — 
and then you have square brackets as well as a 
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volume number: Pentecost v. London ‘District 


Auditor ({1951].2 All E.R. 759). 


It is a theoretical weakness of the private 
enterprise of the reports that the decision as to 
what deserves to be reported (for cases are not 
reported unless they are of legal significance) 
rests with the editors. There must obviously be 
considerable overlapping, while there can con- 
ceivably be omissions. Indeed, it has been known, 
albeit rarely, for a case of real importance to be 
reported only in a trade or professional publica- 
tion. But this danger of omission is obviously 
much less with a number of competing reports 
than it would be with one ‘official’ series, unless, 
indeed, that series undertook the well-nigh 
impossible task of reporting every pases regard- 
less of its interest. l 


Precedents and their Application 
When Chaucer, J., has been referred to such 


‘cases as counsel for Miller and for the Carpenter 


Cempany consider will help their respective 
cases, he must decide how far any of them are 
relevant. In giving his judgment on the case 
before him he is, of course, entirely his own 
master; he may be reversed on appeal, but he 
must decide the case for himself, He has certain 
rules to guide him, however, in deciding how 
much weight he should give to this and that 
decision. A decision of another judge of the High 
Court is, strictly, binding on Chaucer, J., but 
in fact the High Court is at times a little erratic 
in this matter of precedents Gier se, and our 
judge may feel himself free to differ from other 
judges of equal standing. Judgments of the Court 
of Appeal are of course binding on the High Court 
(and usually, though not invariably, on the Court 
of Appeal itself); judgments of the House of Lords 
are absolutely binding on all Courts, itself included. 

Of course it is seldom so simple a matter as 
saying: ‘Franklin v. Clerk! decided such and such; 
therefore the present case must be decided so 
and so.’ here are rules of interpretation of 
precedent decisions, as there are for the inter- 
pretation of statutes, and they are even more 
difficult, sometimes, to apply. The most im- 
portant point is that only the ratio decidendt — 
the reason for the decision, the principle in- 
volved — need be sought. ‘The facts are most 
unlikely to be an exact parallel of the facts in the 
present case, but the principle applied in the 
decision may well be directly applicable. Now ` 
every judge must give the reasons for his decison 
and in this ‘judgment’ is to be sought the 


2 Again entirely fictitious! Es T 
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principle of the decision. The judge may have 
said things in his judgment which, though 
relevant, were not essential to the decision; 
and these obiter dicta, although often interesting 
and enlightening, are not precedents and are 
therefore not a part of the case law to be applied 
by the present judge. 


Certainty and Flexibility 


The system of precedent is one which must tend 
towards certainty, which is one thing that every 
legal system must seek. Complete certainty is 
an obvious impossibility, if only because facts 
never exactly repeat themselves; but at least it is 
to be desired that there should be no arbitrary 
changes. On the other hand, certainty can quite 
easily develop into rigid inflexibility; and flexi- 
bility is also a most desirable thing. English law, 
empirical as always, seizing on the fact that no 
two cases are exactly alike, has evolved the prac- 
tice of (where necessary) ‘distinguishing’. Frank- 
lin v. Clerk appears to be relevant, but as Mr 
Justice Chaucer wishes to decide Mailler v. 
Carpenter & Co Ltd otherwise, he distingutshes 
the earlier case, on the grounds that the facts 
there were different, or that the decision in that 
case was restricted to its particular facts, or that 
the principle of that case is not wide enough to 
include the present issue. 

Put thus baldly it might appear that the judges 
can, in practice, do what they like with the law. 


` Of course nothing of the kind can be said: the 


legal profession is naturally conservative, and 
the importance of certainty is rated very high 
indeed. There have been many cases in which the 
judge has said that while he dislikes the rule 
by which he is bound, he would not wish to 
disturb law which has been accepted as settled 
for perhaps a century. But even so, distinguishing, 


‘and where it is possible, straightforward over- 


ruling, can be used to cut away dead wood. In 
every generation the spirit of reform can be 
seen in conflict with the spirit of conservatism, 
sometimes the one being in the ascendant, 
sometimes the other; the one striving to mould 
the law to the changing environment in which it 
has to work, the other seeking to preserve 
continuity above all else and insisting that 
reform is the prerogative of Parliament. Certainly 
Parliament, slow as its processes sometimes seem, 
can effect reform much more expeditiously than 
the Courts, which must wait until a case is 
brought before them, and must even then at 
times move at the pace of their slowest members. 
But Parliament never has been able to do every- 
thing, and today less than ever is it in practice 
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omnipotent; and the work of the more liberal 
minded judges, gradually removing the more 
archaic excrescences of certainty, must be ' 
applauded. E 


For (Imaginary) Example... 


Space here does not permit the examination in 
any detail of Miller v. Carpenter & Co Ltd. It 
may be said, however, that this imaginary case 
concerns the payment of dividend by the defend- 
ant company when its assets had fallen below the 
nominal value of its paid-up shares, a point not 
covered by the Companies Acts. The cases cited 
to Chaucer, J., will almost certainly have included 
Re Exchange Banking Co ((1882) 21 Ch.D. 519), 
which took one view of the matter, and Lee v. 
Neuchatel Asphalte Co ((1889) 41 Ch.D. 1), in 
which Lindley, L.J. (as he then was), took quite 
another. (The Accountant of the time considered 
the opinions of the Court of Appeal ‘indeed 
fearful and wonderful!) Mention will also have 
been made of the fact that this latter decision, 
and others following it, were considered by the 
House of Lords in Dovey v. Cory ([1go1] A.C. 
477). The comments of the Lords were obiter, 
but no discussion of the problem could ignore 
them — even though Scrutton, L.J., in the 
Ammonia Soda Co case ((1918] 1 Ch. 266), refused 
to accept them as overruling the Court of Appeal’s 
earlier decisions. 

Anyone, who cares to follow through the 
reports the developing law on this rather unusual 
dividend fund question will syrnpathize with Mr“ 
Justice Chaucer’s difficulties in coming to a 
decision which may (after going to appeal) 
establish a new rule in the matter. Principles are 
to be sought, but in all these cases the particular 
facts are ‘important, and the issue is not at all 
clear. 

But there is another point which is borne in 
on all students of the law, sooner or later, and 
that certainly the moral of this article and a fitting 
note on which to end it. Most students, and most 
practitioners, have usually to be content with 
summaries of the decisions which affect their 
business. They have many admirable sources for 
such summaries, not least the pages of the journal 
wherein this article appears. But whenever they 
can contrive to make the opportunity, they should 
turn to the reports themselves and read they 
ipsissima verba of the judges. In no other way can 
anyone come to a true understanding of the ways 
of the Courts; and by way of incidental bonus it 
may well be that a new interest, a new hobby (if 
it be not contempt of court so to regard the law) 
will be acquired in the reading. 
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Statute References 


d The writer regrets that in the last paragraph of the 
second article in this series, which appeared in 
The- Accountant last week, the word ‘cases’ was 
twice used where ‘statutes’ was intended. The 
passage should have read: 
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. In practice these references force themselves 
upon us only in the lists of statutes in the text- 
books we have occasion to use. It is unfortunately 
the fact that almost every text-book of repute 

. arranges its statutes in order of regnal years rather 
than in alphabetical order of title . . 
(To be concluded.) 


THE VALUATION OF MINORITY HOLDINGS 
IN PRIVATE COMPANIES 


FOR ESTATE DUTY PURPOSES 
by L. ©. GRAHAM-DIXON, Q.C. 


HAVE not had very long to decide what I 

should say to you about this fascinating mystery 

-the valuation of minority holdings in private 
companies for purposes of estate duty. 

I say ‘a mystery’ because my accountant friends 
“always seem to treat it as such. I prefer to think that 
although the purchaser is a notional fellow, at least 
` he is imbued with common sense, and when he is 
told he might have to pay £5 for a {1 share in a 
‘company which has not paid a dividend because it 
has asset? worth more than five times the amount of 
the issued capital, he will think carefully about it. 
It J one thing to theorize but another to put your 
hand in your pocket and pay the price. 


Section 55, Finance Act, 1940 


Parliament has laid down two ways for the valuation 


, of minority holdings, one, of course, is Section 55 of 


` the Finance Act, 1940. Some of you may be surprised 


4 at that observation ‘and say that I have got it all wrong 
already because Section 55 only applies where a 
person has control. 

What the statute actually says is not, of course, 
that he had control at the date of his death, but that 
he had control at some time in the five years ending 
with his death, which is not the same thing. So you 
may well have the case of the man who has been in 
control but now has sufficient holding to bring him 
below 50 per cent and he may end up with a minority 
holding which has to be valued under Section 55. 
I am not going to talk about that section but as you 
will remember, that is a valuation arrived at by refer- 
ence to the net assets of the company. 


Section 7, Subsection (5), 
Finance Act, 1894 


'T'he-other method is what we might call the con- 
‘ventional method laid down by Section 7, subsec- 
tion (5) of the Finance Act, 1894, and that is the 
price which in the opinion of the Commissioners 


A lecture delivered on December 8th, 1953, to the London 
and District Society of Chartered Accountants. Mr W. G. 
Densem, F.C.A., Chairman of the Society, presided. 
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the property would fetch if sold in the open market 
at the date of the death. 

One sometimes thinks in practice that the Estate 
Duty Office gets the two mixed up together, namely, 


the Section 55 basis with its reference to assets, and 


this basis with no expressed reference to assets at all. 

So far as this definition is concerned there are one 
or two points worth noticing. The first one is that 
the words ‘in the opinion of the Commissioners’ do 
not mean that the subject — by which I mean the 
taxpayer — is at the mercy of the Commissioners’ 
opinion although the statute puts on them the burden 
of forming an opinion. There is Section 10 which 
gives the subject the right to appeal against the deter- 
mination — very seldom used. The second point 
worth noticing is the word ‘if? — ‘the property would 
fetch df sold in the open market’, and that emphasizes 
that the whole affair is hypothetical. 

_ The judge in the recent case of In re Holt said there 
can be no certain answer to this question of what the 
price would be that the notional purchaser would 
pay. In fact, in describing the notional and hypo- 
thetical arena that he was in, he spoke of himself as 
entering “a dim world peopled by the indeterminate 
spirits of fictitious or unborn sales’. 

It is quite true that ‘if sold in the open market’ 
involves a difficult hypothesis and it is quite true one 
has to make a guess, but when one is making the stat- 
utory guess one is entitled to make full use of the actual 
facts that existed and also to bear in mind the 
actual considerations that a buyer of shares in the real 
world bears in mind when he is being asked to pay 
for shares which are being offered to him. 

I would say that although it is notional one has 
at least to try to put oneself in the position of the 
hypothetical purchaser with the money and to ask 
what questions he would ask to find out whether he 
can do better with his money elsewhere. Thus, com- 
parison with other securities and comparable yields 
is necessarily involved. 

That is why I say there is not really anything 
mysterious or abstruse about it, and it seems to me 
that really hard, practical business common sense has 
a good deal to say in this connection. 


1See The Accountant, December sth and 26th, 1953. 
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‘Open Market’ 


The next words worth noting are the words ‘open 
market’ and, as we all know, these words do not mean 
a sale by auction ~ they mean simply a sale from 
which no potential buyer is excluded. Sometimes you 
get a buyer with a special interest in the property 
and then it may be that the market value price is a 
bit higher because that buyer would pay more than 
the other competing buyers. That is all the expres- 
sion means: no particular form of sale, simply a 
sale from which no buyer is excluded. Shares in 
private companies are not sold by auction in any case, 
and what you are considering is a privately negotiated 
sale and the questions and answers which may be 
asked and given. 


‘At the time of Death’ 


The last point that one might. ‘remark on in this 
definition is the last five words — ‘at the time of death’, 
something which is very often forgotten. One always 
likes to be wise after the event, especially if a piece 
of evidence turns up which is helpful to the view one 
is urging at the time, but the statute means what it 
says and it fixes the time as being the day of the death 
by reference to which the facts must be tested. I will 
say a little about that later on. 

A valuation has to be made and the law has laid 
down a number of principles in quite a number of 
decided cases. I think the most interesting. principle 
and the most important one is that laid down by the 
majority of the House of Lords in CIR v. Crossman 
([1937] A.C. 26; 15 A.T.C. 94). There the question 
was debated whether the fact that the articles of the 
company would restrict the right to transfer one’s 
shares to a buyer has to be taken into account in 
arriving at the open market value in this way. 
` Could the taxpayer say, ‘Well, really, this buyer 
might never get on the register at all’. It is pomted 
out that the share, which is of course only a bundle 
of rights, includes among those rights the right to be 
put on the register and as the entire share is being 
valued for estate duty, it must be assumed that the 
buyer säll be put on the register and to that extent, 
say the House of Lords by a majority of three to two, 
that factor must be left out of account and it must be 
assumed that the buyer will get on the register. 

The buyer of the shares, however, would bear in 
mind that having got on the register, if he should 
wish to realize his shares later on, his buyer may. not 
be put on the register, so in the restriction of trans- 
fer, seen from that point of view, you have a material 
element affecting the price that the notional buyer 
would pay to be put in that position because he would 
know that he might not be able to dispose of his shares 
if some emergency should arise. I think that is-the 
most interesting of the principles of law that govern 
this matter. 

- The second principle of law is the one I touched on 
#moment ago when discussing the definition, namely, 
that knowledge that is acquired after the death’ is 
inadmissible in considering the question of value. 
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There was a case illustrating that principle called 
Marr’s Trustees (Inland Revenue v. Marr’s Trustees 
[1906] 44 Sc.L.R. 647), where a herd of cattle was 
professionally valued at the date of death at about 
£9,000. A few months afterwards it was sold for 
£14,000 and it was held that the value for estate duty 
was £9,000, not £14,000, special circumstances having 
arisen since the death which made the cattle very much 
more valuable than they had been at the date of death. 

The third principle is that this notional buyer is not 
a lunatic or even a thoughtless optimist: he is a 
prudent fellow who will have informed himself of 
all the material facts. He is not Simple Simon. He is 
a sensible investor. 

The only other principle which I think is worth 
mentioning here is that if it is found that there was 
a likelihood of a higher price being obtained by 
breaking up the property and selling it in pieces to 
several purchasers than by selling it all to one buyer, . 
the former is the open market value, not the latter. 


In re Holt! 

I could have mentioned many cases in support of 
these principles because there are several in ‘the 
books, but it is most unusual to find an actual dispute 
going to the Courts on the question of value as such. 

I have never come across an actual case being 
fought in the Courts until the recent case of In re 
Holt, and there are one or two interesting things which 
can be learned from that case, apart from the virtue of 
courage, which is worth mentioning. I propose, 
therefore, to devote the rest of my observations to it. 

The shares which had to be valued in that case 


-were ordinary shares amounting to 6 per cent of the 


issued capital. 

For some years before the death, which occurred 
in March 1948, a dividend of 5 per cent had been 
paid on them. There were the usual restrictions on 
transfers in the articles, profits were running at a 
very high rate at the date of the death, largely the 
effect of inflation, and there was evidence that the 
directors had not the slightest intention of increasing 
the dividend because they took the view that the 
needs of the company came first. 

There were two ships which had to be replaced 
and there were a lot of buildings which needed re- 
newing — the company traded in West Africa — and 
there was also a very -large overdraft at the date of 
the death of £1 million. In other words, there were 
many needs. 

I am not pretending that this is an exhaustive 
résumé, but I am giving you the salient features. 

Theré was so much that the company had to 
provide for that the directors had come to the con- 
clusion that they could not increase the dividend 1 
the foreseeable future. This notional buyer would 
have got that answer if he had asked the question. 
It was part of the petitioners’ case that he.would have 


` A feading article on this case was published in our issue 
of. December’ 5th, 1953, a Weekly Note in our issue of 


‘December 26th, 1953, and it is reported in “T'axation Cases’ 


in this issue. 
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asked the question and would have got that answer, 
but who is to decide — and how are you to decide — 
how much information this notional buyer would 
have got which would have been the basis of the 
negotiations between the parties? 

In this particular case the way it was put Sé the 
petitioners was this: that the chairman of the com- 
pany would have had no objection to answering proper 
questions put by a buyer, provided that those ques- 
tions had been put by someone like an accountant 
who was treating the matter in confidence and would 
not pass on the answers to the buyer. The accountant 
would be able to form his own judgment as to 
whether he had had satisfactory answers to the ques- 
tions put to him and be able to advise his client 
accordingly. 

The judge seemed to attach a great deal of import- 
ance to that. He referred to it in his judgment and 
pointed out that that was why the petitioners suggested 


‘that the information as to the company’s position- 


and probable dividend might have been supplied. 
, The judgment contains no criticism upon that mode 
of procedure at all, and that is worth bearing in mind. 

Before this case got to the actual dispute in Court 


the Estate Duty Office had taken a look at it on a ` 


number of occasions. The first time they looked at 
it they said that the shares could not be worth less 
than zos.. The petitioners took the view that they 
were not worth as much as that. Time went on - 
“You know how it goes on in these estate duty cases. 
The deceased died half-way through an accounting 
period and the profits for the accounting period 
which finished six months after his death, were very 
high. The office next opened their mouth very much 
wider. ‘We now think these shares are worth £3’, 


they said ~ you will recollect this is a minority holding 


with a § per cent dividend in a company carrying 
on a rather speculative trade. The Estate Duty Office 
was asked to request the Commissioners of Inland 
Revenue to make their formal determination of value 
and the matter would be taken on appeal to the judge 
under Section ro. 

When, at long last, the formal determination was 
made it was 345, this being the figure of an independ- 
ent accountant’s valuation that the office had obtained. 

A petition was lodged and four weeks after that 
notice was given to the petitioners that on counsel’s 
advice the Commissioners were going to contend for 
a figure of 25s at the hearing. One pauses to wonder 

“what would have happened if that taxpayer had not 
gone to the lengths of lodging a petition. Would it 
have been 60s if he had not made clear the determina- 


tion to lodge the petition, would it have been 34s if 


he had not actually served it? 

The learned judge, after hearing all the evidence 
and arguments of both sides, put the value at 19s. 

Just a word or two about what I think was of 
interest in the course of this case. The petitioners’ 
case was supported by evidence from people whose 
business it.is to place shares: by a stockbroker; by a 
representative from a banking house; and by a 
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chartered accountant, and all these witnesses pre- 
sented their evidence in a consistent manner. 

The basis of their valuations was this: that the first 
and dominant thing to ascertain was the likely divi- 
dend for the foreseeable future and that, of course, 
involved the notional buyer in asking the questions 
which one would expect him to ask and considering 
the answers which would be given. The chairman of 
the company was called as a witness to say what 
answers he would have given if he had been asked 
the questions and that formed the basis on which the 
valuers had come to the conclusion as to what the 
dividend was likely to be which the notional buyer 
would count on or hope to receive. 

You will observe that the dividend is being put 
in the foreground as being the main consideration 
governing the price. You may think that that concurs 
with ordinary common sense. 

The second thing to ascertain was the appropriate 
yield for the shares and for that purpose to consider 
quoted shares in other companies, not treating those 
shares too rigidly, remembering that comparisons in 
such matters can never be exact. 

Having ascertained what the likely dividend is 
going to be, which is a question of fact, and then 
having decided what you think is the appropriate 
yield you then have to take into account. that there 
are disadvantages in that this is a private company — 
the shares are unmarketable and there are restrictions 
on transfer which I may take into account when con- 
sidering my difficulties if I want to re-sell, and some 
adjustment is made in the yield to take cognisance 
of these disadvantages. The petitioners’ evidence was 
that that accounted for another 1$ per cent in the 
yield, so that if the appropriate basic yield was 6 per: 
cent you say, ‘I will take it as 74 per cent to take into 
account these disadvantages’. 

The reason I am putting this basis to you is because 
it was supported with extremely close reasoning and 
because there is nothing in the judgment which 
appeared to show that the learned judge had any 
criticism of it. It was suggested, indeed, that that 
was a well-travelled road for arriving at the answer 
to this question. The reason I am mentioning it now 
is because when one considers for a moment what the 
evidence called for the Crown was in this important 
case, one found that their witnesses each approached 
the matter in a different way. . 

I think it is important, when we are dealing with 
a matter which must crop up thousands of times every 
year, to realize that there is a logical way of approach- 
ing this matter: because, after all, shares on the Stock 
Exchange are sold in the open market and it is really 
the considerations which govern a buyer of shares on 
the Stock Exchange which is the test‘or consideration 
which goes to the making of an open market price 
and what one has to try to do is to adjust that view to 
the circumstances being dealt with — an unquoted 
share in a private company. It is on that basis and 
approach that the dividend yield is put in the fore- 
front of the matter. 
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When the Crown put forward their views on this 
matter, the first thing to notice is that the distin- 
guished accountant who gave evidence in support of 
his valuation of 34s also put dividend yield and the 
prospective dividend yield in the forefront of his 
observations as constituting the dominant con- 
sideration. 

In arriving at that figure, however, which brought 
out a 3 per cent yield, he made no comparison with 
other quoted shares. (Having heard the petitioners’ 
evidence, however, he raised his yield to 4 per cent and 
reduced his value to 25s.) That seems strange to me, 
because one would have thought that the very con- 
ception of yield involves comparing one security 
with another. One would also have thought that if 
one was being asked to put one’s hand in one’s 
pocket and pay £30,000 or £40,000 for an investment, 
it would be reasonable for the notional buyer to say, 
“What can I get elsewhere for the same money?’ 
and one would have thought that it was an essential 
act of prudence to compare the price being asked for 
this piece of property with some other comparable 
pieces of property to see whether it is a fair bargain 
‘or not. 

This particular witness made a ‘broad approach’ to 
the problem of value, but with respect I do not think it 
is possible to make a broad approach in these matters; 
you must go into all the history, the past history, 
the present and the future prospects of the company, 
and you must weigh up all the facts just as if you 
were being asked to put your hand in your pocket 
and pay for the actual shares. There is not room for 
too much theory in the matter at all. The problem 
requires close and detailed consideration of all rele- 
vant facts. j 

Two more accountants of ability and experience 
gave evidence for the Crown, but both adopted novel 
and unorthodox methods of valuation, each being 
quite different from the other. 

The last witness for the Crown was a successful 
stockbroker who, in the main, followed his intuition, 
which led him to place a value of 28s on the shares. 
He was sure buyers could have been found at 25s 
for all the shares and, like the other witnesses for 
the Crown, he said he would have bought these 
shares at 25s or would have got friends or clients to 
buy them. i 

It was, indeed, submitted by the Crown that if 
the judge accepted the evidence as honest, as of 
course it certainly was, there was an end of the matter, 
and in the Crown’s favour. But the learned judge 
would have none of it. Why would he have none of 
it? I think because of the principle that I have men- 
tioned, namely, that the buyer is presumed to be a 
prudent buyer. It is no good, therefore, saying ‘I 
would have bought these shares at 25s’, or any other 
figure, if that state of mind is induced by a fallible 
valuation. And although every one of the Crown’s 
witnesses said, ‘I would have found a market for 
these shares at 25s’, because of the method of valua- 
tion or something else in their evidence, it did not 
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commend itself to the learned judge. He disregarded 
that evidence and found his own independent figure, 
namely 19s. 

The point which I thought was very interesting, 
I am keeping till the end. It was that this business 
about the importance of the assets of the company 
was, I think, put in its proper place. It so happened 
that the Crown asked two of their own witnesses: 
‘What importance would you attach to the assets of 
the company in valuing a minority holding of this 
kind?’ I do not know whether the answer was ex- 
pected or not but in both cases the answer came: 
‘No importance at all, or very little importance.’ 
‘Of course’, said one of the witnesses, ‘if you are 
valuing the whole concern as a going concern, then 
naturally you pay great attention to the assets’ — 
that I would have thought was fairly plain because 
that is what you are buying; but it seems to me in 
these estate duty cases we all of us have found from 
time to time that there is a tendency — I will put’ 
it no higher than that — on the part of the Estate Duty 
Office to over-emphasize the importance of the assets. 
Just as children looking through a  plate-glass 
window at toys in a shop are rather mesmerized 
by the glitter of the things inside, oblivious of the 
plate-glass window in between. So, as it seems to me, 
they tend to forget the structure of the company, and 
that the purchaser of a minority holding is not buying 
the assets of the company at all and, indeed, cer- 
tainly is not putting himself in a position where he 
can lay his hands upon. them. The learned judge 
pointed out that when a man is buying a holding of 
6 per cent he is not in a position to control either 
the company or the policy of the directors. 

After all, if a man is buying a minority holding, 
assuming, of course, there is no particular evidence- 
that the company is going to wind-up or anything of 
that sort, what position is he really in, especially in 
the case of a family business where this notional 
buyer would be, hypothetically, a stranger? He 
certainly cannot expect to coax directors who have 
had a settled dividend policy for years to vary that 
policy just to suit him. l 

It seems to me that he must take things as he 
finds them, and, being a prudent man, has to ask 
himself what are his chances of dividend, and 
certainly not to attach very much importance to the 
fact that the company has got very valuable assets. 
He should remind himself that they belong to the 
company and not to him. The child who looks into 
the shop window and tries to grab only gets a cut 
nose from the broken glass! 

That is all I propose to say on this case. Not only 
does it show what courageous taxpayers aided by 
very thorough evidence can do, but it also does give | 
us practical guidance as to how to go about this 
difficult question. 

After answering questions from the audience, a 
hearty vote of thanks was accorded to Mr Graham- 
Dixon for giving such an interesting lecture at short 
notice. 
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WEEKLY NOTES 


The Chancellor of the Exchequer 
Honoured 


Mr R. A. Butler, Chancellor of the Exchequer, who 
is at present leading the United Kingdom delegation 
at the Commonwealth Finance Ministers’ conference 
in Sydney, has been appointed a member of the 
Order of the Companions of Honour. The honour, 
which is limited to a membership of sixty-five, has 
been awarded on the recommendation of the Prime 
Minister. 


` 


More New Year Honours 


In our last issue it was our privilege to congratulate 
certain members of the profession whose names 
, appeared in the New Year Honours List. 

We should now like to congratulate also Mr W. 
Harris-Burland, ong, T.D., F.C.A., lately British 
Chairman, , Combined Steel ‘Group, Control Com- 
mission, Germany, who has been awarded the 
C.B.E.; Mr C. C. Fleetwood, a.s.a.a.. Deputy 
Regional Controller, Ministry of Pensions, Newcastle 
upon Tyne, and Mr G. W. Killick, a.c.a., Director 
of Finance, The Cotton Board, Manchester, who 
both receive the O.B.E.; and Mr J. A. Dawson, 
A.C.A., Secretary, The West. Cumberland Industrial 
Development Co Ltd, Whitehaven, who receives 
the M.B.E. 


The Expansion of Industry 


Certain information in a summarized form is now 
available from the Censuses of Production for 1950 
and 1951. Tables have been published by the 
Stationery Office and have been issued in a summary 
by the Board of Trade Fournal. 

_ These statistics serve the very useful purpose of 
helping to find the answer to two questions which 
have been much discussed over the last few years. 
They-are: first, in which direction was the labour 
force in this country moving between 1935 and 1949; 
second, which industries have enjoyed the largest rate 
of increase of capital investment since the war? The 
census figures are particularly interesting on the first 
question. The industries to benefit most from higher 
recruitment have been building and contracting, gas, 
water and electricity as a group, and, thirdly, manu- 
facturing industry. Mining actually lost labour over 
this period and so did consumer goods trades. 
Within the manufacturing group there was a notice- 
able swing towards engineering, shipbuilding and 
electrical goods. 

Some of this changeover owed a good deal to the 
war, when armaments and essential industries gained 
at the expense of consumer goods. It is noticeable, 
however, that by 1949 there was no great move back 
into this last group of industries. Building attracted 
more recruits, thanks to the housing drive, and of 
recent years the engineering industries have made 


further calls on the labour force as rearmament has 


~ accelerated. 


So far as capital investment is concerned, gas, 
electricity and water (notably electricity) have had 
the lion’s share of new capital. At £160 million they 
far outstrip the industry in second place. This was 
chemicals at £53 million. In the £40 million group 
come food, drink and tobacco, textiles and engineer- 
ing. This last category includes shipbuilding and 
electrical goods. These fit the general impression of 
the priorities which have been given for new capital, 
but they also emphasize the remarkably high priority 
given to new power plant, a priority which is becom- 
ing increasingly difficult to justify. 


Record Industrial Production 


Provisional figures for the official index of industrial 
production put it at 130-131 for November, and if 
this level 1s verified, that month will have established 
a new record for industrial activity. Both October 
and September before it were record months, so the 
index has now broken through into a new sustained 
high level of activity. It would appear that output 
was running in November at about 5-5 per cent 
above that of a year ago. 

It now looks certain that 1953 will have made 
good the depression of 1952 and gone slightly ahead 
of 1951. Perhaps the most satisfactory feature of the 
recent figures of industrial output has been the 
evenness of the spread of prosperity over industry 


as a whole. The fuel and power industries, building 


and motor vehicles have played an important part 
earlier in the year in boosting production and their 
activity has been maintained. In the last month or 
two, however, other industries, notably textiles and 
general engineering, have come back strongly while 
steel has made further progress. 

So far as production is concerned there is obviously 
every cause for satisfaction about its volume. There 
is rather more room for misgiving about whether we 
are making the right things. The trend of exports 
and capital investment suggests that buoyant indus- 
trial output is no certain guide to the likelihood of 
maintained prosperity. 


Exports in 1953 


Exports last year staged a recovery as the year went 
on. After being well below the performance in the 
corresponding opening months of 1952 they gradually 
improved and in the end they were equal, according 
to provisional estimates, to the total for the previous 
year at £2,582 million. Since export prices declined 
by about 4 per cent through the year, this amounts 
to a small gain in volume. 

Imports were reduced over the year from £3,479 
million to £3,347 million, but it is noticeable that 
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the recovery in exports as time went on was accom- 
panied by an increase in imports. This is not surpris- 
ing, since industrial stocks in this country were low 
at the turn of 1952-53 and since then there has been 
a substantial recovery in industrial output to be fed 
with raw materials. 

The unchanged export figure conceals an important 
change in the composition of this country’s visible 
trade. There was a valuable expansion in exports 
to North America, something of the order of 14 per 
cent -most of it being to Canada. The corollary 
to this must have been a falling off in exports else- 
where and it was probably to non-sterling countries 
outside the Organization for European Co-operation. 

Of recent years it has been ill-advised to look to 
the monthly visible trade figures to give a useful 
hint as to the trend of this country’s balance of 
payments, but in general terms it looks as though 
1953 was a good year, judged from the past rather 
than from the size of the task to be fulfilled, for 
Britain’s visible trade. It remains to be seen in the 
spring, when the complete national income and 
balance of payments figures for 1953 will be avail- 
able, whether we have been prudent to some extent 
with the resources which have been available or 
whether, as many think, we have lived right up to 
our income and consumed resources which should 
have been used for capital development. 


Fewer Orders for Ships 


From figures now available for 1953, it is clear that 
there was a further steep decline in the merchant 
shipping ordered from British yards compared with 
the year before. There were about 4 million tons 
of new orders in 1951 but these fell away substan- 
tially in the following year to about 1°5 million tons. 
In 1953, however, they slid further to a level of 
only o-5 million tons. 

Many companies are now seeking business to take 
the place of tonnage nearing completion. The inci- 
dence of the decline is not even, for those companies 
with tanker orders are likely to remain busy for a 
year or two yet but those dependent for their liveli- 
hood on building general merchant tonnage are in a 
less secure position. 

This country’s shipbuilding industry goes into 
1954 with the prospect of a general decline in the 
world demand for new ships and intensified com- 
petition from foreign yards. On the side of produc- 
tion it faces the prospect of easier steel supplies but 
a demand for higher wages. These are not circum- 
stances which will make it easy for the industry to 
maintain its stability. It is beginning to look as though 
the time is not far distant when it will have to make 
its terms with the need to get costs down if it is to 
survive and prosper. 


Consumer Spending 


The impression given by retailers has been that in 
spite of the Coronation celebrations, spending by the 
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public in 1953 was only a little better than in 1952. 
At first sight this might appear to be rather remark- 
able for there has been a good deal of comment in 
recent months about the flow of goods on to the home 
market and their mopping up of additional purchasing 
power, so avoiding a recurrence of inflationary 
pressure. 

It would appear that for the first three-quarters of 
this year, according to official tentative estimates, 
total consumption was {8,089 million compared with 
£7,665 million in the same period of 1952. If prices 
are revalued on to a 1946 basis to find the expansion 
in real terms, the first nine months of 1953 comes 
out at £6,500 million against £6,276 million for the 
first three-quarters of 1952. 

Thus, in money terms, the increase for the first 
three quarters cf last year compared with the corres- 
ponding months of 1952 comes out at £424 million. 
In real terms the increase was only £224 million. , 
These correspond to an annual increase of just over’ 
§ and just under 3 per cent respectively. So far as the 
first figure is concerned, this is about the same rate of 
increase as the one achieved over 1952, although in 
that year there was an actual decline in purchases in 
real terms — that is to say the public paid slightly 
more for slightly fewer goods. 


ËM 


Taxation of Provisions for Retirement Benefits: 
Committee’s Report Completed 


We are informed by the Treasury that the report 
of the committee appointed by the Chancellor of 
the Exchequer in 1950, under the chairmanship of 
Mr J. Millard Tucker, Q.C., to review the income-tax 
treatment of superannuation and pension schemes, 
and of contributions made under such schemes, has , 
now been completed and has, in fact, been lodged in 
the Chancellor’s office. In view, however, of Mr 
Butler’s absence in Australia at the present time, it 
is not expected that the report will be published for 
some weeks. 

Readers will recall that Mr W. S. Carrington, 
E.C.A., a member of the Council of The Institute of 
Chartered Accountants in England and Wales, was 
one of the members of the Tucker (No. 2) Committee, 
as it came to be known, the appointment and full 
terms of reférence of which were noted in our 
issue of August 19th, 1950, at page 172. 


Two Courts of Inquiry : 
A CORRECTION 


In the leading article on ‘Wages and incentives’ in 
our last issue we said that ‘two eminent chartered 
accountants’ are among the members of the two 
courts of inquiry recently appointed by the Minister 
of Labour to examine certain industrial wages dis- 
putes; and in a Weekly Note in the same issue we 
referred to the members by name, adding the letters 
‘cA? after the name of Sir Robert Sinclair, K.C.B., 
K.B.E. This was incorrect; Sir Robert is not a chartered 
accountant. s 
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FINANCE AND COMMERCE 


The difficulty of making any firm assessment of the 
stock-market course in the near future is reflected in 
irregular price movements and a lower level of 
activity. Uncertainty created by- the industrial 
wage discussions is emphasized by persistent talk of 
United States trade recession and growing competi- 
tion for British goods overseas. Against this, how- 
ever, the undertone of markets remains firm, mainly 
op bopes of good industrial dividends for 1953. 


Crompton Parkinson 


This week’s reprint gives the consolidated accounts 
of Crompton Parkinson Ltd,-whose production covers 
a wide range in the field of electrical generation and 
aA Our inability to reproduce the comparative 
figures in the green colour used in the original may be 
‘a little disappointing to the company’s chief account- 
ant.. The executives of this company take a certain 
amount of pride in the fact that they pioneered the 
use of green ink for this purpose. We remember 
those days now vanishing into the past. It was hard 
enough then to persuade directors to give comparative 
figures, let alone figures in colour. There were times 
when one could not be quite sure that the figures of 
two consecutive years were on a comparable basis. 
This company broke new ground back in the 
1930s by the adoption of the single column form 
substantially the same as that now presented. As will 
be seen from the reprint, it provides a summary of 
the position on the left of a double quarto opening 
and gives the detail on the right. 


Small World 


In the days when consolidated accounts became 
legally necessary, the presentation of these figures was 
delayed, it was sometimes said, because of the time 
taken for the accounts of overseas subsidiaries -to 
arrive in this country. It seemed to us at the time 
that too much was made of this difficulty; the post-war 
world had been made so very much smaller by air 
transport. i 

Our feelings then were revived recently by a very 
fine piece of work by an Australian company, Felt & 
Textiles of Australia Ltd. This company, by air mail, 
placed its accounts for the year to June 30th, 1953, in 
the hands of shareholders here on the seventh day 
after their date of issue. British shareholders were thus 
made active members of the company because there 
‘was ample time, using the same means, to get any 
comments and their proxy forms back to the com- 
pany’s office in Sydney in time for the annual meet- 
ing. Apart from the company-shareholder relation- 
ship, moreover, this sort of thing, we feel, helps to 
strengthen the ties between the sister nations of the 
British Commonwealth. l 

The company itself is a very big concern with {54 
million of capital, £3} million of reserves, and a 


balance sheet total of {16} million. In the year under 
review, it turned from the consolidated net loss of 


. £473,577 in 1952, which resulted from the catas- 


trophic slump in wool values, to a net profit: of 
£506,054. Better trading conditions helped but the 
directors also had the wisdom to call in a leading firm 
of management consultants to advise on an internal 
reorganization which, it was felt, might well be 
undertaken after a rapid development in the business 
over a comparatively short period. 

Four production divisions have been set up: for ` 
wool, for felt and carpets, for textiles, and for foot- 
wear, with a substantial degree of responsibility to 
the divisional managers. The new form of organ- 
ization, says Mr R. J. Webster, the chairman, is a 
pronounced success. l 


Repulsing Attacks 


Mr Henry Rupert Hood Barrs, chairman of The 
Steel Barrel, Scammells and Associated Engineers 
Ltd, draws attention to the size of the company’s 
reserve position, now £219,972. The subscribed 
capital is £125,000 in preference and {£137,500 in 
ordinary. The position, he says, does not take 
account of increased property values. Where the 
capital employed in a business has been increased by 
retained profits and increases in values of properties, 
as in this company’s case, it is always desirable to 
point this out, says Mr Hood Barrs, to stifle any 
attempt to attack the rate of dividend which may 
appear high in relation to a lower capital value. 

Onething Mr Hood Barrsshould do isto geta present- 
day asset valuation. Fixed assets are based on a 1936 
valuation with additions at cost less sales in a total of 
£392,270, provision for“depreciation (£59,242) being 
shown on the liabilities side. Even if the valuation ts 
not adopted, it can be shown. Further worth-while 
evidence of dividend moderation, is a calculation of 
the amount distributed in terms of return on capital 
employed in the business, This had a vogue a few 
years ago but the fashion seems to have died-out as 
capitalizations of reserves have given a more realistic 
view to dividend percentages. This balance sheet does 
not give a capital-employed figure. 

A good public relations effort could put the 25 per 
cent which is being maintained on the ordinary 
capital in quite a different perspective. 


Money Market 


Treasury bill applications on January 8th totalled 
£319,340,000 and the market obtained full allot- 
ment of the ninety-day ‘Good Friday’ bills at a bid 
of £99 gs 6d. Only 58 per cent of requirements in 
ninety-one-days bills was obtained at a maintained 
bid of £99 9s 4d. The average was little changed at 
£2 2s good per cent. This week’s offer is {220 
million against maturities of £230 million. 
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CROMPTON PARKINSON LIMITED AND SUBSIDIARY COMPANIES 


Consolidated Balance Sheet as at June 30th, 1953, with Comparative Figures as at June 30th, 1952 


Authorized Capital of Crompton Parkinson Limited su =a De a 
tssued Capital of Crompton Parkinson Limited and Reserves 
8 per cent Cumulative First Preference Stock Se Së oe SS SS 
6 per cent Cumulative Second Preference Stock .. wie aa es 
Ordinary Stock .. D SN eg Se Sc en ge 
Total Capital.. i i se E d SA ke Ka e 
Revenue Reserves: General ` ges Sg KS ZS Sé T 3 
Unallocated D a e Së ds e š 
Specific T e? Ké Wes 
Future United Kingdom Income-tax .. ‘<a D i 


Minority Interest in Share i Capial ane Pront ts of SUOSIAIATY Companies 


Preference Shares e e Sé 
Ordinary Shares .. ci SS Se Ss Wie as e SS D 
Revenue Reserves zg e as ae ee eg os LR? 2s et 


Represented by 


Fixed Assets d Ss Se Si EN ae d 
Trade Investments Sage à aa 

Current Assets (net) less Fixed ‘Loan .. Gs o T ae å 
Goodwill . as Vie Sei Se ei aa Së S 


ALBERT PARKINSON 
CHARLES BRUCE-GARDNER 


Signed on behalf of the Board, 


Composed as under: 


Fixed Assets 
Freehold and Leasehold Land and Premises: 
At Net Book Amount on July Ist, 1948, less Sales EN D <a së 
At Cost since July Ist, 1948 .. sie e ek Ss és Ze 


Deduct Depreciation d a Ss ee ae ve oe 
Plant, Tools, Furniture, Fixtures, etc.: 


t Net Book Amount on July Ist, 1948, fess Sales MK ia Wa Sé 
At Cost since July Ist, 1948 Ke gë oa > eg fe Ke e 


Deduct Depreciation 5a D Sa Si ss we Ke ad 


Trade Investments 
Shares at Cost .. J$ ee T ite ee a are 
Loans és Wi Se Se SA Se Ss DI r 


Current Assets (net) less Fixed Loan 
Current Assets 


Cash at Bankers on Current Account and In Hand =... Se ges SS 
Debtors and Prepayments .. en SE eg 
Stock-in-trade and Work in Progress at Cost or Under ‘a i Gë 
General Investments: ; 
Quoted (Market value £198) .. e T Se SA Se 
Unquoted, at Cost... eg SS SS Se od Es 
Less Current Liabilities e 
Creditors and Accrued Expenses .. Gs Wë as ek Gë 
Provisions ` ei oe : ‘<a 2 
Bank Overdrafts and Acceptance Credits Ss Si Se SN Ti 
Taxation S Ze ea 
Preference Dividends for the Half-year ended June 30th SR 


Dividend and Special Cash Bonus Recommended by Directors 
Central Benevolent Fund — Appropriation Recommended by Directors 


Less Fixed Loan (secured) wë SCH Si Wi vi Kä i 


A 


Goodwill 


Directors. 


Excess Cost of Shares in Subsidiary Companies over the book value of their net assets at date 
of acquisition, less surpluses and share Bremen which arose deele on sales of part 


holdings and the exchange of shares Kä . T we 











1953 
£4,200,000 
170,725 
500,000 
— 670,725 
3,096,547 
3,767,272 
60,994 
2,834,302 
2N 2,895,296 
6,662,568 
1,322,447 
777,394 
—— T 2,099,841 
8,762,409 
208,907 
117,000 
28,878 
— = 354,785 
£9,117,194 
£ 
2,410,087 
688,283 
5,854,931 
163,893 
£9,117,194 
£ 
1,271,772 
93,084 
1,864,856 
427,69 | 
——— 1,437,165 
534,612 
1,375,199 
1,909,811 
936,889 
————- 972,922 
£2,410,087 
£ 
647,239 
41,044 
£688,283 
£ 
262,123 
4,247,199 
5,960,595 
l 
858 
10,470,776 
1,926,354 
158,524 
594,803 
1,260,287 
12,006 
255,465 
10,000 
4,217,439 
6,253,337 
398,406 
£5,854,931 
£163, 893 
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1952 S 
£4,200,000 
170,725 
$00,000 
Sg 670,725 
3,096,547 
, 3,767,272 
49,394 
2,440,420 
Gm 2,489,814 
6,257 ,086 
1,197,399 
677,654 
meng 1,875,053 
8,132,139 
209,416 
106,275 
25,260 
me 240,95! 
£8,473,090 , 
£ 
2,515,820 
E 77,578 
5,115,669 
£8,473,090 
£ 
1,279,757 
545,534 
1,825,291 
341,788 
zones f 493,503 
539,226 
' 1,244,848 
1,784,074 
$1,757 
f 032,317 
£2,515,820 
£ 
647,239 
30,339 
£677.578 
92,919 
4,323,914 
7,218,486 
200 
29,706 ' 
meamna F 665,225 
1,968,075 
122,250 
2,786,200 
1,131,238 
11,460 
#21 ,927 
10,000 
6,151,150 
5,514,075 
398,406 
£5,115,669 
£164,023 
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Consolidated Profit and Loss Account 
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Year ended Year ended 
June 30th, 1953 June 30th, 1952 
Surplus from Trading, after charging Depreciation, Special Bonus to Employees, Directors’ £ £ £ £ 
- Emoluments, Interest on Fixed Loan and Provisions as detailed in the Schedule attached. . ; 1,884,509 1,660,040 
Income from Investments: Trade .. E T "o A Sa Si Ss dg Ee 37,885 30,611 
General .. z3 wë Se P ad oe et tae ea 782 286 
38,667 30,897 
1,923,176 * 1,690,937 
Deduct Taxation: Profits Tax.. o at Ke Sa 181,693 235,795 
" Income-tax D ae 953,722 Kë 846,325 
1,635,455 1,082,120 
787,76) 608,817 
Deduct Transfer to Specific Reserves ei eu si we es 125,048 210,883 
Consolidated net Income .. Ss SS Sé dy gc Ss Sa 662,713 397,934 
Deduct Subsidiary Companies: 
Proportion attributable to Minority Shareholders” interest .. và 19,645 19,439 
Transfer to General Reserve de = E? ey äi s 11,600 9,712 
Increase In balance of profits retained ... i a SS Gg Fa 33,057 47,127 
64,303 76,278 
- Net Income taken to Account by Crompton Parkinson Kimieg Me 598,410 321,656 
Deduct Dividends on Preference Stocks (net) ai ` 23,466 22,920 `- 
Interim Dividend Pald (nec) . 85,155 i 60,594 
, Appropriations Recommended by the Directors: 
b Final Dividend and Special Cash Bonus (Nes). EN es be és si 255,465 121,927 
Trustees of Central Benevolent Fund .. Ei ee Vë eg 25 10,009 0,000 
374,086 215,441 
224,324 ? 106,215 
Add Taxation Provision no longer required .. es a4 ‘x = SN AH è 57,100 150,000 
Profits relating to previous perlods.. Se ee gé eg ` 79,401 2,000 
: : 136,50! 152,000 
i Surplus — Unallocated ~ Transferred (See Note 3).. ee Ke e a £360,825 £258,215 
Schedule to the Consolidated Profit and Loss Account 
Year ended Year ended 
z June SE 1953 June SE 1952 
Depreciation of Fixed Assets: Freehold and Léasehold Land and Premises 86,718 89,333 
Plant, Tools, Furniture, Fixtures, etc. ,, 194,023 206,766 
280,74 | 296,099 
Special Bonus to Employees ee ee Ei as .. £135,695 — 
G ESAE 
` £ 
Directors’ Emoluments! Fees .. Ge E 4,400 3,959 
Management Services ` T e 56,662 51,571. 
£61,062 £55,530 
Interest on Fixed Loan e e ë £16,932 £16,932 
Provisions .. wh e £40,922 £16,600 
R Notes on and Forming Part of the Accounts 
June 30th, [953 June 30th, 1952 
Crampton Crompton 
Parkinson Consoll- Parkinson Consoli- 
Limited dated Limited dated 
1, Contracts entered into for Capital Expenditure are estimated at .. Gë Se £49,171 £404,974 £28,152 £367,028 
2. Uncalled Capital in respect of EENEG 7 
Trade Investments  .. De £4,236 £4,236 £4,290 £4,290 
Subsidiary Companies es ja re ne Ss is — — £6,500 seen 
3. Revenue Reserve — Unallocated: £ £ £ É 
Brought forward ia ia 2,258,612 2,440,420 2,019,447 2,153,828 
Add Surplus transferred from Consolidated Profit and Loss Account iid ca Së i 60,825 ~ 258,218 8,215 
Increase in Profits retained in Subsidiary Companies .. Ss ge EN — 33,057 — 47,127 
2,619,437 2,834,302 2,277,362 2,459,170 
Deduct Capitalized in connectlon with Free Issue .. eh ge ea — — 18,750 18,750 
` £2,619;437 £2,834,302 £2,258,612 £2,440,420 
\ 4, Guarantee of the Preference Dividend of The British Electric Transformer Company Limited .. £9,531 — £9,531 D 
S, Foreign Currencies have been converted into Sterling on the following basis: 
` Fixed Assets at the rate ruling at the date of acquisition; Current Assets at the rate ruling at the date of the Balance Sheer. 
Year ended Year ended 
June 30th, 1953 June 30th, 1952 
6, Subsidiary Companies — Profits retained: £ £ 
Balance of Profit retained at end of year... ai eh Së t% Së wë š ae ‘a .. 214,865 181,808 
Balance of Profit retained at beginning of year or = we ae a oe ep aie ‘ -. {81,808 434,681 
Increase In balance retained ais Si os Së E de e? Gei E SS gé -» £33,057 £47,127 


70 THE ACCOUNTANT 


January 16th, 1954 


CORRESPONDENCE 


Letters must be authenticated by the name and address of the writer, not necessarily for publication. 
The Editor does not necessarily agree with, or hold himself responsible for, the opinions expressed. 


Financial Difficulty of Commencing 
a Practice 

Sir, — I observe from the letter under the above 
heading published in your issue of January gth, 1954, 
that ‘dentists and pharmacists can obtain assistance 
either from the professional body itself or organiza- 
tions sponsored by them, by means of advances to 
purchase practices or shares therein’. 

I am engaged in the dental trade but have never 
before heard that such assistance ts available. 

Yours faithfully, 

London, Wr. L. B. WEBSTER. 
[The British Dental Association states that, while 
there are various ways of financing the purchase of a 
partnership or established practice, almost all consist 
of loans secured on life insurance policies or the like, 
and there is no dental professional body making 
advances for this purpose. — Editor.] i 


Acquiring a Subsidiary 

Sir, — In your issue of January 2nd, ‘X. S>? quoted 
a case where H. Ltd owns the capital of S. Ltd 
(value £200,000) and S. Ltd, in turn, owns the 
shares of S.S. Ltd (value £50,000). If H. wants to 
own S.S. Ltd direct they pay S. £50,000 and their 
investment in subsidiaries then appears as £250,000. 

‘X.S? says this is wrong and concocts a most 
artificial transaction to get round the difficulty. 
I suggest that the figure £250,000 is quite correct. 
When H. bought the shares of S. they did not acquire 
every individual asset of S., but only the shares, 
representing the excess of assets over liabilities. 
Suppose S. owned a car which H. coveted. H. would 
have to pay cash for it, and in the H. balance sheet 
‘cash’ would go down and ‘cars’ up. In the case 
under consideration, ‘cash’ goes down and ‘invest- 
ments in subsidiaries’ goes up, and although at first 


sight the result looks peculiar I suggest it is perfectly 
correct. 

Perhaps if we set out the balance sheets before and 
after the transaction it will make things clearer. I 
assume there are no liabilities and the only assets 
are cash: 

Stage I {before H. buys S.S. shares Ce? S.) 



































Capital ». 250,000 Investment in S. .. o 
Cash S g 590,000 
D, 
Capital .. 200,000 Investment in S.S. re 
Cash Kë 150,000 
; S.S. 
Capital . £50,000 Cash £50,000 
; CONSOLIDATED 
Capital .. £250,000 Cash £250,000 
Stage II {after H. has bought S.S. shares from S.) 
H. 
R A i £ 
Capital . 250,000 Investmentin S. .. ~.. 200,000 
Investment in S.S. 50,000 
S. ) 
Capital .. £200,000 Cash . . £200,000 
, GES, 
Capital .. £50,000 Cash . £50,000 
; CONSOLIDATED 
Capital .. £250,000 Cash .. £250,000 








It will be seen that in Stage I the investments of 
H. amount to £200,000 represented by cash in the 
subsidiaries, and after the purchase the investments 
amount to £250,000, again represented by cash in the 
subsidiaries. Yours faithfully, 


C.A.(S). 


TAXATION CASES ` 


A full report of the cases summarized in this column will be published, with Notes on the Judgments, 
~ in the Annotated Tax Cases. 


A. & J. Mucklow Limited v. CIR. 

In the High Court of Justice (Chancery Division) 
November 17th, 1953 
(Before Mr Justice HARMAN) 

Sur-tax — Undistributed profits of controlled company — 
Broken period down to date of liquidation — Whether 
profit necessarily available for distribution — Finance 
Act, 1922, Section 2x — Finance Act, 1927, Section 
31 (4) — Finance Act, 1937, Section T4 (2) (b). 

This case was reported, when in the High Court 
(Chancery Division) previously, at page 69, The 
Accountant, January 17th, 1953. 

The appellant company was incorporated, as a 
builder and contractor, in 1939, and it went into 


e 
kad 


voluntary liquidation on December ob, 1943. The 
company never paid a dividend. The purpose of the 
liquidation was to transfer the business to a new 
company of the same name, but a large sum was. 
excluded from the sale and passed to the only two 
shareholders, who used it to finance the new com- 
pany. The Special Commissioners found that it was 
not part of the purpose of the transaction to avoid 4 
sur-tax, and they discharged a direction under 
Section 21 of the Finance Act, 1922, in respect of 
the appellant’s last complete accounting period. 
ended April 30th, 1943, holding that the company 
had not acted unreasonably in not declaring a 
dividend for that period. The Special Commissioners 
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nevertheless confirmed a direction in respect of the 
period from May rst, 1943, to December gth, 1943, 
and did so-because they considered that this course 
was imperative by virtue of Section 31 (4) of the 
Finance Act, 1927. 

At the hearing in the High Court of Justice 
(Chancery Division on November 26th, 1952, 
Mr Justice Harman held that Section 31 (4) of the 
Finance Act, 1927, did not require that the profit for 
the broken period down to the commencement of 
the liquidation should be necessarily treated as 
available for distribution, and that ‘the question 
whether the profit was so available was a question of 
fact in each case. At.a further hearing of the case the 
Special Commissioners expressed. themselves as 
unable to find any circumstances making it reasonable 


. for the company to refrain from making a distribution 


for the period in question, and they decided that the 
company did not distribute a reasonable part of its 
actual income for that period. 

Held, that the Special Commissioners’ decision 
was correct. l 


C.LR. v. Elcock 


- Inthe High Court of Justice (Queen’s Bench Division) 


+ 
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October 29th, 1953 
(Before Mr Justice SELLERS) 
Sur-tax — Penalty — Failure to make returns — Returns 
eventually rendered — Amount of penalty — Finance 
Act, 1922, Section 22 — Finance Act, 1927, Section 


' 42 (ZO). : 


The defendant had not made returns for the years 
from 1942-43 to 1948-49. Forms for income-tax 
returns, as well as those for sur-tax returns, were 
sent to the defendant, and the returns were made in 
1952-53. The Inland Revenue began proceedings 
for a penalty of {50 for each of the years in question. 
The defendant admitted liability, but contended that 
the full penalty should not be imposed. 

Held, (1) that the Court had the right to assess the 
amount of the penalty; (2) that having regard to all 
the circumstances, and to the absence of any evidence 
of reasonable excuse, the full penalty should be 
imposed. 


.In re Holt ! 


In the High Court of Justice (Chancery Division) 
November 25th, 1953 
(Before Mr Justice DANCKWERTS) 
Estate duty ~ Valuation — Shares in private company — 
Minority holding — Restrictions on transfer — Finance 
Act, 1894, Sections 2 (T) (c), 7-(5), ro. 

On January 7th, 1947, the deceased made a settle- 
ment of 43,698 ordinary shares of fx each in a 
private company, and he died on March rh, 1948. 
Besides the ordinary shares, 11,643 6% per cent 
preference shares at {1 each were also settled, and 
the value of these shares for estate duty purposes 
was agreed at 21s a share. At the date of the settlement, 


1A leading article on this case was published in our issue 
of December sth, 1953, and a Weekly Note in our issue of 


‘December 26th, 1953. 
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and at the date of the deceased’s death, the issued 
share capital of the company consisted of 139,140 
preference shares and 697,680 ordinary shares. The 
company’s articles of association prohibited the 
transfer of shares to non-members, if there was a 
member, or a person approved by the directors, 
willing to purchase the shares at their fair value, 
which in the case of disagreement, was to be certified 


_ by the company’s auditor. The directors had a general 


power of refusing to register transfers. There was no 
stock exchange quotation for any of the company’s 
shares, and all the shares were held by members of 
the Holt family, or by trustees of family trusts; there 
was a strong desire in the family to retain the ordinary 
shares and the control of the company. On September 
15th, 1950, however, 650,000 5 per cent cumulative 
redeemable preference shares of £1 were issued to 
the public. | 

The company was incorporated on ‘March 25th, 
1897, to acquire a.business of trading in West Africa 
which had been set up in 1867. The company owned 
a number of trading stores in West Africa, and the 
business consisted of selling goods in West Africa 
and purchasing and re-selling West African products. 
The company owned ships, and had done so since 
1869, and goods were carried in both directions in 
the company’s vessels. In the years from 1912 to 
1947 there were considerable fluctuations in the 
profits. In 1914 there was a loss of £132,993, but 
between 1915 and 1919 very large profits-were made. 
In the years from 1920 to 1923 there were severe 
losses, which were tided over by recourse to reserves 
that had been accumulated during the war years. 
In 1931 there was a loss of £134,593, but otherwise 


the company.made an average profit.of £45,000 a 


year during the inter-war years. During the Second 
World War large profits were made, but only small 
sums could be placed to reserve because of the very” 
high taxation prevailing. In 1946 the profit was 
£681,745, and in the following year it was £1,011,928, 
but it was common ground that these large profits 
were the result of inflation, and in 1947 the company’s 
overdraft was about {£1 million. Since rg21 the 


practice of the company had been to limit dividends ` 


on the ordinary shares to 5 per, cent less tax, and to 


-accumulate the surplus profits. In February 1948, how- 


ever, a capital bonus of 14 per cent was paid from 
a sum received by the realization of an investment. 

The Inland Revenue claimed estate duty on the 
footing that the deceased’s 43,698 ordinary shares 
were worth £3 a share. Later the value formally 
determined by them was 34s a share. The company 
gave notice of appeal against this determination, but 
in April 1953 the Inland Revenue intimated that they 
would contend for 25s a share. The value suggested - 
by the executors was 11s 3d a share, but in the 
pétition 17s 2d a share was contended for. On the 
occasion of a death in 1943, 17s 6d a share was agreed - 
upon, and in 1945 aud 1946, on the occasion of other 
deaths in the family, the value per share was agreed 
at 20s. Evidence was given on both sides by account- 


12 


ants and stockbrokers as to the value of the deceased’s 
holding. 

Held, that having regard to the nature of the 
business, and to the possibility of the company being 
forced to issue further ordinary shares to the public, 
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and having regard to the control of the company by 
other members of the family and to the restrictions 
on transfer, the price which the 43,698 shares would 
have fecched on a sale in the open market on March 
rith, 1948, was tor a share. 


THE INSTITUTE OF CHARTERED 
ACCOUNTANTS IN ENGLAND AND WALES 
MEETING OF THE COUNCIL 


At a meeting of the Council held on Wednesday, 
January 6th, 1954, at the Hall of the Institute, Moor- 
gate Place, London, EC2, there were present: 

Mr J. Blakey, President, in the chair; Mr D. V. House, 
Vice-president; Mr W. L. Barrows, Sir Harold Barton, 
Mr T. A. Hamilton Baynes, Sir Bernhard Binder, Messrs 
C. W. Boyce, c.p.k., W. G. Campbell, P. F. Carpenter, 
D. A. Clarke, J. Clayton, S. W. Cornwell, E. C. Corton, 
A. DG H. Dicker, M.B.E., G. R. Freeman, Sir Harold Gillett, 
M.C., Mr P. F. Granger, Sir Harold Howitt, ong, D.S.O., 
M.C., Sir Russell Kettle, Messrs W. H. Lawson, C.B.E., 
R. B. Leech, M.B.E., T.D., R. McNeil, S. J. Pears, C. U. Peat, 
M.C., P. M. Rees, M.C., P. V. Roberts, L. W. Robson, 
T. B. Robson, M.B.E., G, F. Saunders, Gilbert D. Shepherd, 
M.B.E., K. G. Shuttleworth, B. Smallpeice, C. M. Strachan, 
opp, E. D. Taylor, G. L. C. Touche, E. Gordon Turner, 
M.C., A. D. Walker, Sir Nicholas Waterhouse, K.B.E., 
Messrs M. Wheatley Jones, E. F. G. Whinney, R. P. 
Winter, M.C., T.D., with the Secretary and Assistant 
Secretaries. 


Re-admission to Membership 


One application for re-admission to membership was 
acceded to. 


Exemption from the Preliminary Examination 


One application under bye-law 79 for exemption from 
the Preliminary examination was acceded to. 


Reduction in Period of Service under Articles 


One application under bye-law 61 for a reduction in 
the period of service under articles was acceded to. 


Exemption from the Intermediate Examination 


One application under bye-law 85 (b) for exemption 
from the Intermediate examination was acceded to. 


Articled Clerks engaging in Other Business 


The Council acceded to two applications under bye- 
law 57 from articled clerks to engage during their 
service under articles in other business for the sole 
purpose and to the limited extent specified in the 
applications. 

Final Examination 


One application under bye-law 86 for permission to 
sit an earlier Final examination was acceded to. 


First Annual Religious Service 


Shortly before noon, the Council adjourned until 
2 p.m. and the members of the Council attended a 
Service held at St Margaret’s, Lothbury, which was 
also attended by a number of other members of the 
Institute. 


Constitution of the 
Taxation and Research Committee 
The Council decided to make the following changes in 
the constitution of the Taxation and Research Com- 
mittee: 


(i) An increase from six to ten in the number of ' 


members appointed by the Council and the 
removal of all stipulations attaching to the 
Council appointments (that is to say removing 
the requirement to appoint a certain number of 
members who are members of the Council and 
the requirement to appoint a certain number of 
members who are not in practice), 

(ii) A reduction from twelve to eight in the number 
of members co-opted by the Taxation and Re- 
‘search Committee, in order to provide the four 
additional seats to be at the disposal of the Council 
without increasing the size of the committee. 


Recommendation XV: Accounting in relation to 
changes in the purchasing power of money 


The headnote to the Councils Recommendation XV, 


issued on May joth, 1952, stated that the whole ` 


subject of accounting in relation to changes in the 
purchasing power of money was of such importance 
that the Council proposed, after the International 
Congress on Accounting in June 1952, to invite other 
professional bodies to join with it in further study of 
the subject. Accordingly, in July 1952, the Council 
issued invitations to The Institute of Chartered Ac- 
countants of Scotland, The Society of Incorporated 
Accountants and Auditors, The Institute of Chartered 
Accountants in Ireland and The Association of Certified 
and Corporate Accountants. All these bodies appointed 
representatives to meet with representatives of the 
Council with the object of considering whether there 
is a practicable and generally acceptable alternative to 
the existing conception of profit computed on the 
basis of historical cost. A first meeting was held in 
November 1952, when Recommendation XV was 
discussed and the representatives of the Scottish 
Institute, the Society and the Association undertook 
to obtain for consideration at a further meeting the 
views of their respective Councils (the representative 
of the Irish Institute was unable to be present). 


Memoranda submitted on behalf of the Councils of 


each of the three bodies were considered at a second 
meeting in December 1953. At the end of this meeting 
the representatives of the Council stated that they were 
willing to arrange a further meeting or meetings if the 
representatives of the other bodies so desired, but as 
none felt there was any likelihood of general agreement 
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being reached between the various bodies it was 
decided that the discussions should be regarded as 
closed. 

During these two meetings nothing has emerged 
which makes it necessary for the time being for the 
Council to amend or add to the comprehensive review 
of the subject which is contained in Recommenda- 
tion XV. 

Summer Course 1954 
‘The Council authorized the distribution to all members 
of the Institute of a notice inviting applications to 
attend the summer course to be held from September 
oth to r4th, 1954. (It is expected that the notices will 
be distributed at the end of January 1954.) 


Certificates of Practice etc. 
It was resolved: 
(1) That certificates of practice be issued to the 
following forty-five associates who have commenced 
to practise: 


‘Aldrich, Philip Aubrey; 1948, A.C.A.; 153 Chaldon Way, 


Coulsdon, Surrey. 
Antoine, Bernard Nigel; 1953, A CA: (*Stephenson, Smart 
A G2» Swinton House, 324 Gray’s Inn Road, London, 
I. 
Balden, Robert Shaw, "np: 1952, A.C.A.; (W. H. Shaw & 
Sons), Market Place, Dewsbury. 
Barrett, Horace; 1953, A.C.A.; 50 Norreys Road, Cumnor, 
Oxford. ` - 
Beckman, Murray Michael; 1950, A.C.A.; (Simon L. Lewis 
& Co), 92 Portland Place, London, Wr. 
Braff, Arthur, B.COM., B.SC.(ECON.); 1950, A.C.A.; (Warner, 
oan & Co), City Gate House, Finsbury Square, London, 
2 


Butterworth, Peter John; 1951, A.C.A.; (*Butterworth, 
Jones & Ca), 7 Castle Street, Bridgwater, Somerset, and 
at Burnham-on-Sea, Highbridge, Portland, Weston- 
super~Mare and Weymouth. 

Chadwick, Edgar Gray; 1953, A.C.A.; (Fawley Judge & 
Easton), 1 Parliament Street, Hul 

Cleere, Edward George: 1953, A.C.A.; (W. E Ratnett & 
Co), 31A Winchester Street, Basingstoke. 

Cowan, Stanley Samuel; 1952, A.C.A.; 2 Montpelier Vale; 
Blackheath Village, London, SE3. 

Dawson, William Raymond; 1951, A.C.A.; (Milburn & 
Dawson), Lloyds Bank Chambers, King Street, Penrith. 


Easdale, Hamish Tait, M.A.; 1953, A.C.A.; (Whitmarsh, . 


“Turner & Co), 46 Brook Street, London, W1. 


Ellacott, Geoffrey John Stuart; 1953, A.C.A.; 5a High 


Street, Banbury, Oxon. 

Freedman, Benjamin Israel, B.A.: 1953, A.C.A.; 22 Dumfries 
Place, Cardiff. 

George, Peter Stanley; 1951, A.C.A.; (Edwards, George & 
Co), 22 The Norton, Tenby, Pembrokeshire. 

Gibbons, Frederick William; 1934, A.C.A.; 4 Kings Road, 
Monkseaton, Whitley Bay, Northumberland. 

Haydock, Bryan Milnes, M.A.; 1950, A.C.A.; (Waterworth, 
Rudd & Hare), Central Buildings, Richmond Terrace, 
Blackburn. f 

Hemmings, Stanley John; 1952, A.C.A; 3 Throgmorton 
Avenue, London, EC2. 


Hennell, Bernard MacDonald, M.A.; 1952, A.C.A.; (*Wool- 


ger, Hennell, Scott-Mitchell & Co), Moorfields Chambers, 
165-167 Moorgate, London, EC2. 

Horsfield, Charles; 1950, A.C.A.; 25 Glenesk Road, Eltham, 
London, SEo. 

Kell, Arthur Edward James; 1950, A.C.A.; (E. J. Fawn & 
Co), 96 Micklegate, York. - 

Lever, Stuart Mordecai, MA: 1953, A CA: (Lever Bros. 
& Co), 1 Devonshire Square, Bishopsgate, London, EC2: 


* placed against a Firm Name signifies that the Firm is not 
exclusively composed of members of the Institute. 
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Long, Brian; 1950, A.C.A.; (Brian Long & Son), 2 The 
Broadway, Brighton Road, Worthing. S 

Long, William Casson; 1951, A.C.A.; (Clifford Long & 
Son), The Manor House, Manor Street, Bradford. 

MacKenzie, Angus MacLeod; 1950, A.C.A.; 96 Sandy Lane, 
Manchester, 21. l 

Marks, Lawrence; 1953, A.C.A.; (Lawrence Marks & Co), 
g2 New Cavendish Street, Portland Place, London, Wr. 

Milne, Henry Millar; 1949, A.C.A.; 11 Lytham Avenue, 
Chorlton-cum-Hardy, Manchester, 21. 

Noakes, Sydney George; 1950, A.C.A.; 129 Priests Lane, 
Shenfield, Essex. 

Ogden, William Robert Campbell; 1952, A.C.A.; (Ogden, 
Hibberd Bull & Langton), Audrey House, Ely Place, 
London, ECr. 

Potter, John Alistair; 1949, A.C.A.; (Ogden, Hibberd Bull & 
Langton), Audrey House, Ely Place, London, EC, 

Quinn, Alfred; 1953, A.C.A.; (K. H. Wrigley & Co), 32 
Hamilton Street, Birkenhead, and at Mold. 

Radstone, John; 1953, A CA: r4 Satanita Road, Westcliff- 
on-Sea, Essex. 

Roberts, Raymond Arthur; 1951, A.C.A.; (Bristow, Sturge 
& Roberts), Swan Chambers, Great Swan Alley, Moor- 
gate, London, EC2. . 

Rowlinson, George Henry Bennett; 1933, A.C.A.; (Slater, 
Dominy & Swann), Sussex House, Hobson Street, Cam- 
bridge, and at Ely and Newmarket. 

Sandiford, James; 1953, A.C.A,; 
Manchester, 2. 

Seal, Alan John; r951, A.C.A; ‘Allandale’, Wellesley 
Avenue, Iver, Bucks. 

Sellers, Roger Burdett; 1947, A.C.A.; (Whitehead & 
Aldrich), 4 Chapel Street, Preston. ` `. 

Sergeant, Herbert George; 1943, A.C.A.; (Carlill, Burkin- 
shaw & Ferguson), 2 Parliament Street, Hull. 

Stewart, Gordon; 1953, A.C.A.; (Chipchase, Wood & Co), 
125 Albert Road, Middlesbrough, and at Barnard Castle, 
Bishop Auckland, Darlington, Durham and Spennymoor. 

Straughan, Jonathan Nicholson; 1952, A.C.A.; (Robert 
Miller, Straughan & Co), Central Buildings, Front Street, 
Chester-le-Street, Co. Durham. i 

Warner, Norman Charles; 1948, A.C.A.; 34 Kendor Avenue, 
Epsom, Surrey. 

Williams-Ashman, Edmund Arnold; 1950, AC A: (Bristow, 
Sturge & Roberts), Swan Chambers, Great Swan Alley, 
Moorgate, London, EC2. e 

Witcher, William Henry Victor; 1953, A.C.A.; (W. E. 
Ratnett & Co), Commerce House, 6-8 Blagrave Street, 
‘Reading. 

Yeo, Henry Dovell; 1953, A.C.A.; (Thorne, Widgery & 
Yeo), 6 Pierpoint Street, Worcester. 

Young, Frank Sidney; 1949, A.C.A.; (Moodie & Young) 

_and (*Moodie, Epstein & Partners), 35 North Audley 
Street, London, W1, and 203 Regent Street, London, Wr. 


31 Princess Street, 


" (2) That two associates be elected to fellowship 
under clauses 6 and 31 of the supplemental Charter 
(bye-law 37). 

(3) That twenty-eight associates be elected to fellow- 
ship under clause 6 of the supplemental Charter (bye-. 
law 31). i . 

(4) That one applicant be admitted as an associate 
under clause o of the supplemental Charter (bye- 
law 36). 

A list of those who complete their fellowship or 
membership before January rọth will appear in The 
Accountant of January 23rd. 


S Registration of Articles 


The Secretary reported that 106 articles of clerkship 
were registered during the month of December, 
making a total of 1,361 for the year 1953, as compared 
with 99 in December 1952 and a total of 1,388 for 
that year. 
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Resignations 


The Secretary reported the resignations of: 
Mr Francis Sealy Allen, B.A., A.C.A., Rotherham. 
» F EES Ashworth, A.C.A., Chapel-en-le- 
ritn. ` 
» Frank Clemons, F.c.A., Penarth. 
» Talbot William Holland, F.c.a., London. 
» Douglas Vernon James, A.C.A., London. 
» Henry Marginson, F.c.A., Stockport. 


Deaths of Members 


The Council received with regret the Secretary’s 
report of the deaths of the following members: 
Mr Clifford Atkins, F.c.a., Oldham. 
» Charles Robert Blissett, F.c.a., Bournemouth. 
» Charles Frank Cogswell, a.c.a., London. 
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Mr Harry Cohen, F.c.a., London. ; 
3» Ralph John Comben, A.C.A., London. 
» Charles Stanley Dawson, F.c.a., Bournemouth. 
„ Robert Holland, M.A., F.c.a., Oldham. 
„ John Edge Karfoot, A.C.A., Chester. 
„ Gerald Harry Lambert, A.C.A., Stanmore. 
» Jobn Gordon Leach Lewis, A.C.A., Peterborough. 
» William James Malsch, A.C.A., London. 
„ Arthur Boughton Mason, A.C.A., Cobham. 
» John Heinrich Wulff Pawlyn, A.C.A., Ipswich, 
» Ralph Southcombe, opp. F.c.A., London. 
» Joseph Benjamin Stanley, A.C.A., Deddington. 
», Wilfrid Joseph Temple, A.C.A., London. - 
» Henry Shuker Watson, A.C.A., Stoke-on-Trent. 
» Ernest Randolf White, F.c.a., Oxford. 
» John William Whybrow, A.C.A., London. 
» Percy Wickenden, F.c.a., Tunbridge Wells. 


- THE SOCIETY OF INCORPORATED 
ACCOUNTANTS AND AUDITORS 


THE ACCOUNTING IMPLICATIONS OF 
CHANGING MONEY VALUES 


We reproduce below the full text of a statement on the accounting implications of 
changing money values which has been issued by the Council of The Society of 
Incorporated Accountants and Auditors for the guidance of members of the Society. 


Meetings of representatives of the accountancy bodies 
have been held to consider the acknowledged limita- 
tions on the significance of profits computed on the 
basis of ‘historical cost’ in periods of material changes 
in the purchasing power of money; but agreement has 
not been reached upon the manner in which these 
limitations can be overcome. 

The Council of the Society of Incorporated Account- 
ants and Auditors has given anxious consideration to this 
problem over the past few years and has come to the 
conclusion that these limitations are mainly concerned 
with the ‘historical cost’ basis as applied to the 
depreciation of fixed assets and the valuation of stock 
and work in progress. 

The Council has noted. the concern felt in many 
quarters about the harmful effects on the economy 
of profit measurements which disregard the implica- 
tions of changing money values. Due note has also 
been taken of the demand which arises in many cases 
for the adoption of new conventions designed to 
promote a more realistic measurement of profit. 

The Council, therefore, suggests to its members that 
encouragement should be given, in appropriate cases, 
to the wider use of new conventions in calculating the 
profit shown in financial accounts. When accounts are 
clearly stated to be prepared on this basis, they should 
be considered an acceptable alternative to those 
prepared on the basis of ‘historical cost’. 

The following suggestions are designed to assist 
members in giving effect to the new conventions as 
and when required: 


(1) Depreciation of fixed assets . 

(a) Where, for any reason, the fixed assets of a 
continuing business have been revalued, and the 
new values have been adopted as the book values, 
‘the charge for depreciation in the accounts 

issued subsequently should be based on the ‘new 


values, and the effect of the change disclosed in 
the profit and loss account. The date, source 
and/or method of valuation should be disclosed 
in the balance sheet, as well as the amount 
allocated to each class of fixed asset. 


(b) Where it is practicable to arrive at the replacement 
values of the fixed assets in use by a continuing 
business at the terminal date of accounts, the 
charge for depreciation in the accounts should be 
based on those values, and the method of valua- 
tion disclosed. The resulting adjustment to the 
depreciation charge based on the historical costs 
of the fixed assets in use should be disclosed in 
the profit and loss account and passed to a 
separate price change reserve for depreciation in 
the balance sheet. If the price change reserve 
for depreciation discloses a deficiency, tt should 
be written off by means of a special appropriation 
of profit in the year in which it arises. 


(c) Where it is not practicable to arrive at the 
replacement values of the fixed assets in use by a 
continuing business at the terminal date of 
accounts, then the profit shown in the accounts 
might be accompanied by an indication that the 
charge for depreciation is confined to an allocation 
of historical costs. 


(d) Any provision for deficiencies in past depreciation 
charges brought about by subsequent rises in 
price levels should only be met by appropriations 
out of profits already determined, the principle 
being that each year’s revenue should be charged 
with depreciation at the price level relating to the 
year of account and no more. 


(2) Stock and work in progress 


D 4 a 
The valuation of stock and work'in progress depends 
upon commercial practice’ and ‘usage, and no one 
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particular method of valuation is necessarily appropri- 
ate-to all businesses. The method of valuation used 
should be subject to the following conditions: 


(a) it should be used consistently; 

(b) it should be appropriate to the business; and 

(c) it should result in disclosing realistic profits in 
relation to the objectives of the business. 


There are various methods of valuation, but these can 
be summarized shortly as: 

‘Cost or market’ method or variations of it (this 
method is so well known that there is no need for 
further comment); 

‘Base stock’ method or variations of it: Where base, 
standard or normal quantities of raw materials, partly 
finished and finished goods are essential to the con- 
tinuation of a business, they should be regarded in the 
light of fixed commitments of capital if they are 
considerable and satisfy the following conditions: 


(1) the normal quantities of raw materials and partly 
finished goods are reasonably uniform and 
constant in relation to prescribed levels of output; 


(2) the raw material prices are only subject to 
fluctuations beyond the control of the manage- 
ment; 


(3) the normal quantities of finished goods are 
reasonably uniform and constant having regard 
to customers’ usual and regular requirements. 

Accordingly: 

(i) Where it is practicable to arrive at the replace- 
ment values of such base stocks of raw materials, 
partly finished and finished goods at the terminal 
date of accounts, those values should be adopted 
and disclosed in the accounts, unless, in fact, 
the originating costs of the base stocks have 
been dealt with by debits to a separate fixed 
asset account for base stocks so disclosed in the 
balance sheet. Where the opening and closing 
values of the base stocks are brought to account 


in the profit and loss account the difference | 


between them should be debited or credited to 
that account, as the case may require, and 
passed to a separate price change reserve for 
base stocks in the balance sheet. 

If the price change reserve for base stocks 
discloses a deficiency, it should be written off 
by means of a special appropriation of profit in 
the year in which it arises. 


(ii) Stocks of raw materials, partly finished and 


finished goods in excess of base quantities should - 


normally be valued at cost or lower market value 

. or such other basis of valuation as may be deemed 
appropriate in special cases. Both the amount of 
the excess and the basis of valuation adopted 
should be disclosed in the accounts. The effect 
on profits of any change in the basis of this 
valuation should be separately discloned in the 
profit and loss account. 


Gii) Where it is not practicable to arrive at the 
replacement values of base stocks of raw 
materials, partly finished and finished goods, 
. the basis of valuation of total stocks, as adopted 
in the accounts, should be disclosed. The effect 
on profits of any change in the basis of this 
_valuation should be separately disclosed in the 
profit and loss account. 

It is recognized that the base ‘stock method 
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will not be appropriate in all cases because of 
the conditions imposed at 2 (1), (2) and (3). It 
is suggested, however, that the LIFO method, 
‘which is related to the base stock method, 
should be regarded as one of the general methods 
for the calculation of inventory costs open to 
choice in this country. 

Gei In so far as price gains on base stocks have been 
taken into profits in past accounts, they should 
only be nullified in present accounts, if at all, 
by appropriations out of profits. 


(3) Some suggested means of arriving at replacement values 


Fixed assets 
(a) Where plant and equipment registers have been 
kept, it should be possible to ascertain the date of 
purchase, the cost, the name of the manufacturer 
or supplier and such like details for each type 
of asset. 

-(i) If an indication of the replacement cost of 
each type of asset were ascertainable from 
manufacturers or suppliers, it could be used, 
though it might be necessary to discount the 
replacement cost of some improved types of 
plant and equipment by an estimate of the 
value of the improvement. 

(ii) The change in replacement values could be 
measured — and this is likely to be the basis 
most commonly adopted — by applying to the 
historical cost of each type or group of assets 
an internal or external price index appropriate 
to the change in values between the year of 
purchase and the year of account. The 
development of external price indices for 
general application needs further attention. 

(b) Where plant and equipment registers have not 
been kept, they should be brought into use as 
soon as possible so that eventually the procedure 
in (a) can be followed. As a compromise for the 
time being a price index might be applied to 
book values or an actual valuation might be 
compared with book values, on the basis of an 
estimated average life for each group of assets. 

(c) Where, owing to the progress of invention and 
design, new plant capable of giving an output 
equivalent to that of the existing plant can be 
purchased for a sum materially less than the 
present-day ‘like-for-like’ replacement cost of 
the existing plant, it would seem appropriate to 
provide only the smaller sum, on the footing 
that the underlying motive is to maintain 
earning power by maintaining productive 


capacity. 


Base stocks 

An indication of the replacement cost of base stocks of 
raw materials should be ascertainable either by 
reference to the most recent prices paid for the 
materials or to current quotations. A valuation of base 
stocks of partly finished and finished goods should be 
ascertainable by reference to the raw material prices 
as above, and the conversion costs of manufacture at 
the terminal date of accounts. Selling expenses should 
be excluded from the conversion costs, Where there 
are no manufacturing processes the replacement cost 
of base stocks of goods held for resale should be 
ascertainable either by reference to the most recent, 
prices paid for the goods or to current quotations. 
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| THE ASSOCIATION OF 
CERTIFIED AND CORPORATE ACCOUNTANTS 


Observations on Recommendation XV of The Institute 

of Chartered Accountants in England and Wales on 

Accounting in Relation to Changes in the Purchasing 
Power of Money 


In May 1952, the Council of The Institute of Chartered 
Accountants in England and Wales issued Recom- 
mendation XV entitled ‘Accountancy in relation to 
changes in the purchasing power of money’. This was 
in amplification of its earlier Recommendation XII. 
Recommendation XV was reproduced in The Account- 
ant of May 31st, 1952, at page 577. 

The Association published in June 1952 a compre- 
hensive study of the problem entitled ‘Accounting for 
inflation’, which has had a wide circulation. From time 
to time the President of the Association, Lord Latham, 
has made statements emphasizing the need for a re- 
orientation towards replacement cost in place of 
historical cost as the basis of depreciation provisions. 
Subsequent discussions have taken place between 
` representatives of the accountancy bodies, but no 
general agreement has been reached as to the basis for 
the depreciation of fixed assets or the valuation of stock. 
Below we print the text of a memorandum submitted 
by the Association, which, with memoranda from the 
other participating bodies, formed the basis of those 
discussions. 


Introduction 


The principal defect of Recommendation XV is that 
it sets the scope of discussion too widely for the 
immediate purpose in mind. It may be useful in other 
general connections to discuss present accounting 
conventions in relation to the complicated and highly 
controversial social and economic problems which a 
decade of monetary inflation has engendered. But it 
is not necessary to resolve these problems so far as 
accounting conventions are concerned before adjusting 
accepted procedures as regards the two immediate 
questions of depreciation and stock valuation. Past 
experience in this country and still more in the U.S.A. 
has shown that investigation of these general problems, 
even by a selected body of economists and accountants, 
takes a long time and does not necessarily yield concrete 
results. At the same time the profession is expected to 
give positive guidance to business on the solution of 
two practical accounting problems of great urgency. 
It is submitted that Recommendation XV fails to do 
this. By extending the discussion over a wide field of 
questions which, using even the most comprehensive 
interpretation of the social responsibilities of the 
accountancy profession, cannot be said to fall within 
the scope of accounting, Recommendation XV has 
made the approach towards the solution of the two 
immediate problems more difficult. But even if it were 
necessary for accountants to resolve the general social 
and economic problems which issue from a prolonged 
depreciation in the value of money —'which for our 
present purpose it is not-— the reasoning of Recom~ 


mendation XV is defective. It may be of value, 
therefore, to put the practical problem in a more 
realistic perspective. 


I 


The origin of the weakness in the reasoning of Recom- 
mendation XV can be traced to the fact that the - 
implications of the three strictly distinct functions of 
money are not sufficiently appreciated. 

One of the principal functions of money is to serve 
as a medium of exchange, in which the overwhelming 
majority of all commercial transactions are contracted 
and settled. Where contracts stipulate payment in 
money any change in the purchasing power of the 
monetary unit is contractually irrelevant. ‘There have 
been, of course, instdnces where monetary inflation 
went so far as to destroy even the medium of exchange 
function of money; where the public refused to accept 
money in exchange for goods and preferred to resort 
to crude forms of barter or to an artifictal or extraneous 
substitute for money. But this certainly is not the case 
in Britain, where the medium of exchange function of 
sterling is unquestioned. To the question raised by 
the Recommendation whether ‘there should be a legal 
recognition of changes in the purchasing power of 
money so as to. adjust legal rights which have been 
expressed in terms of money’ the answer clearly must 
be in the negative. It is, perhaps, unfortunate that it 
should have been asked. It would be a grave responsi- 
bility to cast, even by implication, doubt on the | 
inviolability of contracts and on the efficacy with which 
sterling fulfils the function of a medium of exchange. 
Where money stands in the accounts as representing 
obligations contracted to be paid or received in money, 
in general where money represents money claims, there 
can be no question of tampering with it, either directly 
or by implication, e.g. recalculating the ‘cost’ of 
interest in terms of changes in its purchasing power. 
We must be quite clear in our minds that we are not 
advocating monetary reform and we should carefully 
avoid the impression, even by implication, that we do. 
‘The second important. function of money in a 
modern society is to serve as a store of value. Now, it 
is obvious that in Britain (and elsewhere also) due to 
over ten years of inflation money has lost much of its 
reliability as a store of value. It must, however, be 
emphasized that this is not a problem which can be 
solved by accounting methods. 

The third is where money is used as a ‘standard of 
values’, where it is merely ‘money of account’, a 
symbol representing and measuring in terms of value 
given quantities of real things. Here its use in accounts 
is a matter which can be adjusted by accounting 
principles and conventions. But even in the function 
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of a ‘standard of values’ money is by no means useless. 


It is a perfectly useful and satisfactory yard-stick for 
measuring and comparing the values of different things 
at the same time, or at different times if its purchasing 
power remains constant. Where, however, it fails to 
perform its measuring function is when similar things 
have to be measured at different times on variable 
standards of value. It is here that accounting practices 
must find some proper means of correcting this in 
those elements of accounts where it is necessary. It is 
submitted that only in the provision of depreciation on 
fixed assets and in the valuation of stock is this the case. 


Il 


Now the provisions for depreciation of fixed assets and 
the valuation of stock-in-trade are also the only items 
in accounts where the principle of historical cost is, in 
fact, not strictly applied. Accounting is essentially a 
statistical technique necessarily based on recorded 
facts. Nevertheless, in the case of depreciation and of 


` stock valuation the accounting conventions have long 


accepted a departure from historical cost and have 
allowed the introduction of figures based ~ within 
limits set. by convention —on individual judgment. 


With these items the accepted practice cannot be held , 


to represent the strict application of the historical 
cost principle, but rather a departure from this 
principle — a concession to the postulates of prudence 
and conservatism against the rigid application of 
historical records. 

Stock-in-trade must be valued at ‘recorded cost’ 
only if this is lower than ‘market’. The determination 
of cost itself is flexible and also allows an adjustment 
of, anda departure from, historical records. Similarly, 
the provision of depreciation of fixed assets is based 
upon an individual estimate of the useful life of the 
asset and also of its scrap, value. We therefore find that 
the two items in the accounts where the fluctuations in 
the value of money require and justify, the introduction 
of a perfected device for the measurement of value of 
similar things at different times are precisely those 
items which lend themselves to these changes, without 
impairing the principles on which. the whole historical 
record structure of the accounts rests. In neither case 
is there involved any contractual obligation to other 
parties, and in both cases they are already subject to 
ascertainment by individual judgment. 

The practical solution of the problem is further 
simplified by the fact that no convincing reason has 
been put forward for the periodic revaluation of fixed 
assets in the balance sheet of a going concern (except, 
perhaps, where a complete change in ownership occurs). 
The “going concern’ concept rests upon the assumption 
of intended continuity of operations and the absence of 
an intention to liquidate, i.e. to sell fixed assets 
separately from the entity as a whole. Therefore, prices 
which fixed assets would fetch if offered for sale at 
the date of the balance sheet are immaterial for a 
‘going concern’, 

There are businesses where the going concern 
concept does not apply; where operations are not 
regarded as a continuous business, but where each 


. transaction is treated as a separate ‘venture’. For these 


businesses — which are relatively few — the accounting 
principles are different; but for the great majority of 
businesses, which are run as going concerns, the 


realizable values of fixed assets are not significant 
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for balance sheet purposes. There is no apparent 
reason why the present conventional presentation of 
fixed assets at recorded cost, less accumulated deprecia- 
tion, should be fundamentally altered in balance sheets 
of going concerns. The notional reassessment of fixed 
assets by reference to current prices for the purpose of 
calculating adequate depreciation, is a subsidiary. 
operation which need not be expressed in the values 
shown in the balance sheet. 
The adjustments required in the accounting 


conventions and practices cover therefore a much 


narrower field and do not impair the fundamental 

‘recorded fact’ basis of accounts. Only two adjustments 
are required and neither implies a change in the 
fundamental concepts of accounting: one deals with the 
valuation of stock. and the other with the provision for 
depreciation of fixed assets. 


iil 


The accounting principles governing the valuation of 
stock-in-trade, as set out by The Institute of Chartered 
Accountants in England and Wales are that unrealized 
(‘anticipated’) losses should not, but unrealized 
(‘anticipated’) profits should be carried forward. That 
is the effect of the traditional principle: ‘cost or market, 
whichever is lower’. ‘Cost’ is in principle defined as 
‘recorded fact’, but in practical application ‘a great 
latitude is allowed in interpreting recorded fact. In 
principle there is no difference whether ‘cost’ is 
interpreted by the ‘unit’, ‘first in first out’, or by the 
‘base stock’ or ‘last in first out’ methods, and there is 
no valid reason why these latter should not be included 
among the recommended methods of stock valuation. 
In particular the LiFo method would go a long way in 
taking out of ‘profits’ amounts. due merely to the 
appreciation of stocks in terms of money. The LIFO 
method of stock valuation has been tried out in the 
United States for a quarter of a century; its technique 


has been widely applied and its shortcomings compre- 


hensively tested by experience. If it were adopted as a 
general practice in this country, we would benefit from 
the American experience and would be able to apply it 
in a more flexible and adjustable form. 

It is submitted that the L1ro method of stock valua- 
tion should in principle be included among the 
acknowledged and recommended methods of stock 
valuation ~ subject always to the overriding principle 
of ‘cost or market — whichever is lower’. LIFO would 


therefore serve only as one of the methods Tor 
interpreting tost Kee 


IV 


In dealing with depreciation we must for the sake of 
clarity and simplicity define the nature and purpose of 
depreciation. 

For our purpose we take depreciation in the narrower 
sense as the diminution in value which a physical asset 
suffers through use and the effect of time and which 
cannot be made good by maintenance. We leave out of 
account the wider interpretation of depreciation which 
includes the loss of value of assets due also to changes 
in economic conditions, such as changes in consuming 
habits or methods and techniques of production, which 
is compendiously termed obsolescence. For present 
purposes we define depreciation in the narrower sense 
as the consumption of utility value spread over the 
life of the asset, which cannot be recovered by mainten~- ` 
ance. The essence of this definition is that it is not 
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dependent on replacement, although the measure of 
value that has been consumed can only be correctly 
ascertained by reference to the current cost of replace- 
ment. The physical deterioration of an asset is an 
expense incurred now, during the current accounting 
period, whether this asset will or will not be replaced 
at a later date. The purpose of the depreciation charge 
is not to provide for a fund for replacing the asset 
(although that may be its incidental and useful result) 
but for accounting as an expense the cost of using it 
up. Depreciation is first and foremost the recovery, 
spread over the life of the asset, of the prepaid cost 
incurred by its acquisition. 


An annual charge which will do this is the minimum ` 


that must be charged against current operations during 
the useful life of the asset. But if- owing to the 
inflationary rise in prices — this charge is lower than 
it would be if it were calculated on the same cost basis 
as other items of expenditure, e.g. maintenance and 
repair, then expenses are understated and profits 
overstated. To remedy this the depreciation charge 
can be divided in two parts: 

(a) the basic charge, calculated on recorded cost and 
designed to cover it over the useful life of the 
asset; and 

(ia supplementary charge for the difference by 
which the basic charge falls short of the amount 
which would appear as an expense if it were 
calculated on a basis homogeneous with mainten- 
ance, repair and other current expenses. 

The practical application of this convention would 
not create great technical difficulties, nor would it cause 
a breach in the structure of accounting principles. In 
fact, the whole system of accounts would remain 
unchanged, up to and including the trading or manu- 
facturing account, where the basic depreciation would 
be accounted for. The balance — the trading profit — 
could be brought to a depreciation adjustment account 
where the supplementary depreciation could be charged. 
The balance would be carried to the profit and loss 
account. The basic depreciation would continue to 
be deducted from the book value of the assets in the 
balance sheet and the supplementary depreciation 
brought to a special replacement provision account. 
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V 


It must be admitted that the choice of the coefficient 
to be used for measuring the trend in the purchasing 
power of money as regards its application to the current 
value of fixed assets presents some difficulty, for there 
does not appear to be available an. index of prices 
which is closely suitable. The cost-of-living index has 
the advantage that it is official and is perhaps the 
nearest approach towards measuring the general trend 
of the purchasing power of money, but it is doubtful 
whether it is satisfactory for the purpose of fixed assets. 
Here it seems a more specialized index, more heavily 
weighted for fluctuations of wholesale prices of raw 
materials and for movements in wages, would be more 
satisfactory. No such comprehensive or official index 
appears to exist. 


VI 


The suggestions and recommendations in this memor- 
andum are put forward-in the hope that, as they do not 
involve any. basic change in general accounting 
principles, nor any departure from the traditional 
framework of accounts, they may be acceptable as a 
contribution towards the solution of the two urgent 
problems with which the accountancy profession and, 
even more, the business community are immediately 
concerned. i 

It is suggested that a special committee of the 
accountancy bodies should be set up to select the most 
suitable index and to prepare recommendations as to 
the application of the new conventions’ hereinbefore 
recommended. As regards the selection or formulation 
of an appropriate index, no doubt it would be advisable 
to call in expert advice. 

If proposals generally on the lines herein set out are 
found to be acceptable, it might be thought advisable 
to consult with the representatives of the Stock 
Exchange, London, the Federation of British Industries, 
the Association of British Chambers of Commerce, and 
the National Institute of Economic Research, as was 
done in March 1952. As a part of this consultation, the 
question of the selection or formulation of a suitable 
index could be considered. 

December, 1953. 


REPORTS OF PUBLIC COMPANIES 
THE ACCOUNTANT ANNUAL AWARD 


As already announced, The Accountant proposes 
to make one or more awards annually to companies 
whose shares are quoted on a recognized stock 
exchange in the United Kingdom, in relation to 
the form and contents of the reports and accounts as 
issued to their members. 

The factors which will be considered by the panel 
of judges will include the adequacy of the information 
given and its presentation. 

Companies are requested to send, for consideration, 
copies of their reports and accounts (with any chair- 
man’s statement circulated therewith) to: 

The Secretary, The Accountant Annual Award, 

4 Drapers’ Gardens, ` 
Throgmorton Avenue, 
London, EC2. 


These should be sent at the time of publication but 
for the 1954 award it is requested that they be sent 
so as to reach the secretary not later than January 
30th, 1954. 

The award in 1954 will be made in respect of the 
reports and accounts laid before the company in 
general meeting within the year ending December 
31st, 1953, and being for the financial year or other 
financial period ended last preceding that date. 


The panel of judges is composed of: ` 
- Mr Montagu Gedge, Q.C., Chairman; Mr W. L. 
Barrows, J.P., F.C.A.; Sir Harold M. Barton, F.C.A.; 
Lord Latham, J.P., F.A.c.c.A.; Mr Thomas Lister, 
M.A., C.A; Mr Bertram Nelson, J-P.. F.S.A.A.; Mr G. 
Tyser; Mr Derek du Pré, Editor, The. Accountant. 


D. 
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NOTES AND NOTICES 


Personal 


Messrs Mincitry, SNELLING & Co, Chartered 
Accountants, of Ibex House, Minories, London, 
EC3, announce that they have opened a branch 
office at Keizersgracht 564, Amsterdam, Holland. 


Messrs S. C, PARKER & Co, Chartered Accountants, 
of Wellington, Shropshire, announce that as from 
October Ist, 1953, they have taken into partnership 
Mr Eric Ernest LADDIMAN, A.C.A and Mr FRANK 
RICHARD BEECH, A.C.A., both of whom have been 
members of their staff for many years. 


Mr J. R. Kivparrick, F.c.a.,, and Mr V. W. 
WAKELING, A.C.A., announce that they have acquired 
the practice of Mr T. D. Evans, A.C.A., deceased, at 
‘High Street, Bargoed, Glamorgan, which will be 
continued at the same address under the style 
of KiLPATRICK, WaAKELING & Co, Chartered 
Accountants. 


Messrs Boyer, THwarires & Co, Chartered 
Accountants, of 22 Bridge Street, Deansgate, Man- 
chester, 3, announce that they have admitted into 
partnership Mr CHARLES EDMUND SPEIGHT, A.C.A., 
who has been associated with the firm for a number of 
years. The practice will be continued under the same 
name as heretofore. 


MESSRS SHEEN, STICKLAND & Co, of Alton, Hants, 
and Farnham, Surrey, announce that Mr T. W. 
SAUNDERS, F.C.A., has become a partner in the firm. 
The practice will continue to be conducted under 
the same style and from the same addresses -as 
hitherto. 


Messrs FITZPATRICK, GRAHAM & Co, Chartered 
Accountants, announce that Mr A. CLAYTON SMITH, 
M.C., C.A., the senior resident partner at Royal Bank 
Buildings, Port-of-Spain, Trinidad, B.W.I., retired 
from active practice on December 31st, 1953, but he 
will be available for consultations or advice at Royal 
Bank Buildings, Port-of-Spain. They also announce 
that they have taken into partnership, as from 
January 1st, 1954, Mr NELSON SMITH, C.A., the son 
of Mr A. CLAYTON SMITH. 


Messrs STANLEY BLyTHEN & Co, Chartered 
Accountants, of 12 Low Pavement, Nottingham, 
announce that they have taken into partnership Mr 
JOHN OLIVER KNIGHT, A.C.A., who was articled to the 
firm and has been associated with it for a number of 
years. The style of the firm will remain unchanged. 


Professional Notes 


Mr G. R. Appleyard, F.c.A., a partner in the firm of 
Thorne, Lancaster & Co, Chartered Accountants, of 
London, has been appointed a director of The 
London and Provincial Laundries Ltd. Mr Appleyard 
is also chairman of the Fourth City Building Society. 


Mr John Hope, B.A., A.S.A.A., Assistant Secretary 
of the Engineering and Allied Employers’ Associa- 
tion since 1945, has been appointed Secretary to 
succeed Mr G. E. Niness. 


Mr H. V. Newton, F.c.a., has been appointed a 
director of The Manchester Bonding Warehousing 
Co Ltd. 


Obituary 
CHARLES STANLEY Dawson, F.C.A. 


We regret to announce the death, on December 23rd, 
1953, of Mr Charles Stanley Dawson, F.c.a., senior 
partner in the firms of C. Stanley Dawson & Gordon, 
and C. Stanley Dawson & York, Chartered Account- 
ants, of Bournemouth. 

Mr Dawson was admitted an Associate of the 
Institute in rort and became a Fellow in 1937. He 
left his native county of Yorkshire in 1921 and com- 
menced practice in Bournemouth; he was an active 


` supporter of the Bournemouth Members’ Group of 


the South Eastern Society of Chartered Accountants 
and for a number of years prior to his death was 
President of the Bournemouth and District Char- 
tered Accountant Students’ Society. 

Among many public activities he was a vice-presi- 
dent and treasurer of the Bournemouth Yorkshire 
Society and was, for two years, president of the 
Boscombe Cliff Bowling Club. 

He was a lifelong member of the Methodist Church, 
in which he had held a number of appointments, and 
the funeral service at St George’s Methodist Church, 
Boscombe, was attended by a congregation of 
over 200. 


KI 


New Comptroller General of the National 
Debt Office 


Mr N. E. Young, C.B., C.M.G., M.C., the Comptroller 
General of the National Debt Office, will retire from 
the public service shortly after the end of the financial 
year. He will be succeeded by Mr G. D. Kirwan, 
C.B., M.C. 


JOHN FOORD & COMPANY 


` 56 VICTORIA STREET, LONDON, SWI 


Telephone: Victoria 2002 (3 lines) 


VALUERS AND ASSESSORS 
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London and District Society of Chartered ` 
Accountants 


A lecture entitled ‘Standard costs — some installation 
problems’, will be given by Mr A. B. Cawdron, A.c.a., 
next Wednesday. The meeting will commence at 
6 p-m. in the Oak Hall of the Institute. 


The Chartered Accountant Students’ Society 
of London . 


The following meetings of the London Students’ 

Society will be held during next week: 

Monday, 5.30 p.m.: Lecture, ‘Accounts for investors’, by 
Col. J. D. Crosthwaite, p.S.0., M.C., A.C.A. (lately member 
of the Council of the Stock Exchange). Chairman: 
Sir Russell Kettle, ScGa ` 

Thursday:' Visit to National Provincial Bank ‘(limited 
number). 5.30 p.m.: Post-intermediate lecture on “The 
measurement of income’, by Mr H. C. Edey, B.COM., 
A.C.A. (Lecturer in Accounting and Business Finance, 
University of London). 

Friday, 1.0 p.m.: Lunch-time discussion of study problems 
brought by students. 5.25 p.m.: Introductory course 
lectures on: (1) “T'he fundamentals of business’; (2) “The 
English judicial system’. 


Southern Gas Board Conference 
of Accountants 


~ A three-day conference organized by the Southern 
Gas Board for accountants in its service, opened at 
Bournemouth last Thursday morning. The conference 
is being attended by fifty-one delegates. and the 
programme includes several addresses, and open and 
group discussions. 


The Institute of Chartered Accountants 
of Scotland 


OFFICIAL DIRECTORY, 1953 


The official directory for 1953 of members of The 
Institute of Chartered Accountants of Scotland is 
the third to be published since the formation of the 
Institute in May 1951, when The Society of Account- 
ants in Edinburgh, The Institute of Accountants and 
Actuaries in Glasgow, and The Society of Account- 
ants in Aberdeen were amalgamated. The directory 
follows the style of previous years, with members 
listed alphabetically and shown also in a geographical 
list which is divided into Scotland, the United King- 
dom (other than Scotland) and abroad. In a table 
given on the last page of the book’s total of 606 pages, 
the membership of the Institute at July 31st, 1953, is 
shown as 5,376 (5,248 in 1952), of whom 1,355 were 
members in practice on their own account or as 
partners in firms. 
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The Certified and Corporate Accountants’ 
Year Book 1953-54 


The 1953-54 year book of The Association of 
Certified and Corporate Accountants gives details 
of 8,904 members, which is an increase in member- 
ship of 852 on the 1951-52 figure. In addition to 
alphabetical and topographical lists of mémbers, the 
book’s 670 pages contain information on the Council 
and committees, the bye-laws of the Council, district 
society regulations and a number of other domestic 
matters of interest. The accounts for the years 1951 
and 1952 are also reproduced and there is a section 
on The Certified and Corporate Accountants’ 
Benevolent Association, giving the names of officers, 
the rules and regulations and the accounts for 1951 
and 1952. 


The Institute of Actuaries 


An ordinary general meeting will be held in the Hall 
of the Chartered Insurance Institute, 20 Alderman- 
bury, EC2, on Monday, January 25th, at 5 p.m., 
when a paper by Mr William Phillips, ong. F.1.a., 
entitled ‘A basic curve of deaths’ will be submitted. 


Our Contemporaries 
N.A.C.A. BuLLetin. (New York.) (November.) 
THe CHARTERED ACCOUNTANT IN AUSTRALIA. (Sydney.) 


(October.) 
Tre New- York CERTIFIED PUBLIC ACCOUNTANT. (New 


York.) (November.) 


SEVENTY-FIVE YEARS AGO 
From Whe Accountant or January 18TH, 1879 
From ‘Notes in Passing’ 
LEGAL DEFAULTERS 


. The bulk of accountants must feel the neces- 
sity of a body possessing disciplinary powers an- 
alogous to those of the Law Institution. It is true 
that the several societies have already exercised 
something partaking of this character with regard 
to their respective members; but control of this kind 
can only be thoroughly maintained by a strong 
united body, backed up by Parliamentary authority, 
such as is sought to be obtained by the Bill which 
it is proposed to introduce during the next Session. 
In commenting thus, we do not at all assume that 
accountants are any more likely to transgress than 
other people, but as, like solicitors, they are con- 
stantly employed in transactions involving fiduciary 
relations, the desirability of some competent regulat- 
ing and restraining power of The kind indicated 
cannot well be over-estimated. 
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AMERICAN AUDIT REPORTS 


' LTHOUGH American companies are not required by law 
to have their books and accounts audited, most of them 
employ professional accountants for this purpose. The 

report which the auditor subsequently gives to his client after his 
examination may be one of two kinds — the short form and the 
long form. Usually, when the second of these is used, the first is 
incorporated in it so that the client has the benefit of both. The 
short-form report, as recommended by the committee on auditing 
procedure of the American Institute of Accountants and adopted 
with only minor variations by most practising accountants, con- 
sists of two paragraphs. The first of these indicates that the 
auditor has examined the accounts for the period under review 
and that the examination was made ‘in accordance with generally 
accepted auditing standards’ and that. such tests were made as 
were considered necessary. In the second paragraph, the auditor 
expresses the opinion that the accounts ‘fairly represent’ the 
financial and trading -position of the company ‘in conformity 
with generally accepted accounting principles’. applied on a basis 
consistent with those applied in ‘the previous period. This form 
of certificate is attached mainly to.financial statements for general 


_ publication and for circulation to shareholders. 


For those more closely associated with the actual running of 
the company’s affairs — and this category includes the manage- 
ment, bankers and other creditors and potential. investors — the 


auditor may prepare a long-form report on "bis éxamination. This 


document is usually addressed and delivered to the client who has 


complete control.-over the limited number of copies prepared. 
: Because of its individual character, confidential nature and 


restricted circulation, it has not hitherto been possible to generalize 
on the form and contents of the long-form report. The research 
department of the American Institute of Accountants, however, 
with the co-operation of thirty-nine accountants and accounting 
firms in the United States, has recently made a detailed analysis 
of fifty-two such reports and has published the results in a demy 
quarto volume of more than 160 pages (modestly referred to in 
the preface as a booklet) entitled Long-form Report Practice. The 
Institute hopes that the department’s investigations may facilitate 
the interchange of ideas regarding the contents and manner of 
presentation of this particular type of report. 

The survey comprises three sections. The first is a detailed 
dissection of the fifty-two reports submitted, from their physical 
characteristics ~ such as the size of paper used. and how it was 
folded, the modes. of addresses and salutations and the sequence 
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of contents — to the actual contents themselves. 
The second section contains selected excerpts 
from individual reports, emphasizing ‘both 
typical and unique practices’ in the treatment of 
specific items. The third is made up of five com- 
plete reports with a brief commentary on each. 
Almost: infinite as at first seems to be the 
order and variety of ways of commenting on the 
constituent items of a set of accounts, a pattern 
soon emerges from the excerpts’and complete 
examples.’ The department has painstakingly 
established from the chosen sample that the 
typical report has a heavy brown paper cover on 
the outside on which are printed the firm name, 
designation and address. The client’s name and 
the words ‘Audit report’ are added in typescript. 
The index of contents comes first and the report, 
addressed to the board of directors and prefaced 
with the salutation ‘Gentlemen’, begins with 
‘scope’ and ‘opinion’ statements similar to the 
two paragraphs of the short-form report, described 
above. Then follows a discussion on the trading 
operations for the period under review. Con- 
densed statements of income and expenses are 
given, together with the corresponding figures 
for the previous period, and columns showing 
the increases or decreases (the latter being en- 
closed in parentheses) and the percentages for 
both periods, the net sales in each instance 
representing 100 per cent. Any significant trend, 
positive or negative, revealed by these figures or 
otherwise by the audit, is fully discussed. 
Consideration is next given to the principal 
assets and liabilities iri the same sequence as they 
appear in the condensed, comparative balance 
sheet (with a column for increases and decreases) 
which, for convenient reference, heads this sec- 
tion. For example, the auditor explains what 
steps he has taken to verify cash funds and 
debtors’ balances. He probably classifies the 
latter into five age groups and comments on what 
provision has been made for doubtful debts. He 
reports on the client’s methods of stocktaking 
and what check he, as auditor, has applied to 
the inventory. Changes in fixed assets and the 
basis of depreciation are noted. Current liabilities 
and the taxation position are similarly reviewed. 
A statement showing the source and applica- 
tion of funds probably comes next. This may take 
one of several forms but the one most commonly 
in use brings out the net increase (or decrease) 
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in working capital over the period. Reference may 
also be made to the extent and adequacy of the 
company’s insurance cover. 

In the typical long-form report, as envisaged 
by the research department, all the above points 
are almost certain to be mentioned in greater or 
lesser detail. Other features may include a brief 
résumé of the history and capital structure of 
the company; its dividend record, including 
dividends declared during the period covered ` 
by the audit; a supporting schedule-to the state- 
ment showing the source and application of 
funds indicating working capital changes; statistics 
such as the ratio of current assets to current 
liabilities, turnover to stock and the book value 
of the company’s shares; and details of any debts’ 
carrying conditions likely to affect working capital 
ratios or the liquidity of funds from which divi- 
dends would be payable. Finally, the principal 
appendices to the report comprise copies of the 
balance sheet and trading and profit and loss 
account, supported by such analyses of sales, 
costs and expenses as are warranted. 

The lack of information available in this 
country as to the practice of reporting in detail 
to clients after each audit, makes comparison with 
American custom difficult. It may well be that 
in this brief description of the typical American 
report some practitioners recognize substantially 
the form they themselves use. Others may con-" 
sider that too much — or not enough — detail is- 
supplied. One would not expect complete unani- 
mity of opinion on this point any more than, 
apparently, is the case in America. It may safely 
be said, however, that whatever the particular 
form, the practice of making such a report has 
certain advantages. It places on record the extent 
of the check imposed. It also draws to the client’s 
attention vital facts about his business (par- 
ticularly if it is a small concern) which he may 
have overlooked or may not have known to 
look for. Moreover, the additional time involved 
in composing the report need not be substantial 
as the data or most of it—should already be 
obtainable from the audit working papers. That 
the long-form audit report is much more than 
literary exercise is evident from the demand for 
it by the American business man who wants a 
comprehensive picture of his company’s affairs 
as seen from the independent viewpoint of the 
auditor. 
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©. THE COST OF PAYING 
| THE EQUITY DIVIDEND 


by H. MAYNARD, F.C.A. 


This article is based upon one of the many unsatisfactory features of the profits. 
tax of which accountants — especially those with the responsibility of advising 
boards of directors — will doubtless be aware. It may be considered as part of 

the general case for the abolition of the tax. ` 


meetings of certain companies has recently 


i T HE chairman’s speech at the annual general 


brought out somewhat forcibly the gross 
cost of paying the net ordinary dividends, taking 


into account the distributed rate of profits tax. 

Attention has also been focused on this subject 
‘as a result of the publication of ‘Notes on the 
treatment of profits tax in accounts’, paragraph 
(4) by The Institute of Chartered Accountants in 
» England and Wales, in November 1953. 

Where two classes of capital — preference and 
ordinary — are concerned, and the former com- 


mands a fixed rate of dividend (ignoring the case - 


of participating rights) then the profits tax, at the 
distributed rate, on the gross preference dividend, 
is at the direct expense of the ordinary stockholder. 

Where, as in the case of most of our leading 
companies, the prior charge capital is small 
compared with the equity, then the point is not so 
important, but many well-known companies are 
. highly-geared, a position that has often been 


d brought about by a reconstruction or reduction of 


_ capital. It is in these cases that the resulting tax 
burden on the profits available for a distribution 
to the equity stockholders is excessive. 

For example. A company’s capitalization is as 
follows: 


6 per cent Preference .. 950,000 
Ordinary 50,000 
£1,000,000 


b Assuming a Io per cent ordinary dividend, the 
net payments to stockholders would be: 











Gross Income-tax Net payments 
dividends ‘at 9s in £, to stockholders 
£ £ 
. Preference 57,000 25,650 31,350 
Ordinary 5,000 2,250 2,750 
5 | 
£62,000 £27,900 £34,100 














Net dividends 


Add Profits tax at distributed wate on 


‘gross dividends (franked investment 


income ignored): 
£62,000 at 20 per cent 


Grossing calculation: 
Income-tax at o is 


Profits tax at undistributed ate 


of 24 per cent is 
Addition of fractions 


Gross at 40/21 of £46,500 


Proof: 


Income-tax charge: 


£88,571 at 9s 
Profits tax charge: 


88,571 at 224% 
Gross distribu- 
tions . . 62,000 





Non-distribu- 
tion relief on 26,571 at 20% 


EH 





Net dividends paid in cash 


Amount required as above 

















. 34,100 

12,400 

46,500 
9/20 
1/40 
.. 19/40 

£88,571 

£ 
39,857 
é 

19,928 
5:314 

14,014 

34,100 

. £88,571 


‘Thus the profit required to pay the net ordinary 


dividend only is: 


Gross amount as above 


Less Gross preference dividend 


£ 
. 88,571 
57,000 





_ £31571 


EH 


This sum is over eleven times the £2,750 cash 


and the Brant required to pay net dividends of at 91 per cent. 
‘Even ge the case where fixed and equity 


£34,100 would be calculated as follows: 


e 


. payment to the equity stockholders, or put another 
way, the tax of £28,821 (£31,571 less £2;750) on 
the amount required, £31, 571 represents taxation 


84 


capital. is equally balanced a similar position 


obtains: 
Company B.’s capitalization is: £ 
6 per cent Preference .. 500,000 
Ordinary 500,000 
£,1,000,000 


Again assuming a 10 percent ordinary dividend, 
the sum required amounts to £84,285 in order to 
pay a net sum of £27,500 to the equity holders — 
over three times and the Geer of taxation is 
67:3 per cent. 

Lastly, taking the converse position of a small 
preference capital before a considerably greater 
equity, the burden is still present. 


- Company C.’s capitalization is: £ 
6 per cent Preference .. 50,000 
Ordinary 950,000 
£1,000,000 
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With a 10 per cent ordinary dividend ‘the 
amount required is £137,000 to pay the net 
dividend of £52,250 to the equity holders — over 
two and a half times and the percentage of 
taxation is 61-9 per cent. 

Many people feel that the burden of profits tax 
at the rate of 20 per cent of preference dividends 
should not be added to the tax already chargeable 
against the dividend payable on the ‘risk’ capital. 
The solution would seem to be the allowance of 
fixed preference dividends as a deduction in 
profits tax computations in the same manner as 
debenture interest. 

The tendency towards raising new finance in 
the form of loan capital (debenture or notes) is 
noticeable today simply because the interest 


— h 


thereon is an allowable deduction for profits tax | 


purposes. It will be appreciated, however, that 
this may not in the end prove to be sound 
financing as in the event of a major setback in 
industry, or in any particular industry, excessive 
loan capital becomes an embarrassment from 
every point of view. 


THE LAW. OF THE LAND DN 
"THE SPIRIT OF THE LAWS 
i by P. E. SMART, LL.B. | a , 


This series of four articles gives an elementary outline of the framework of law in 

England; it will perhaps be of use mainly to students, but other readers may find of: 

interest a general picture of a system of which they probably have a more specialized . 

knowledge. The three previous articles have dealt with Courts and judges, with’. 
statutory law and with case law. 


` The law is the true embodiment 
Of everything that’s excellent; 
It has no kind of fault or flaw... 
W. S. GILBERT, Jolanthe. 


HE three preceding articles have attempted 

a rather breathless survey of the legal 

system, and it is inevitable that, where 
even the topics mentioned have had to be dealt 
with in barest outline, there have been omissions, 
too: all the inferior courts have been omitted, 
most of the history, all the numerous and im- 
portant ‘sectional’ lawmaking bodies, from loéal 
authorities to professional associations, and much 
else besides. All these are themselves of great 
interest; but the only. proper justification for the 
generality. of the earlier articles is that in their 


generalizing they provide something of a perspec- 


tive:.for the more :detailed law with which the 


daily work of many of us iš concerned,! and it is 
no more than an extension of this argument to 
devote this final article to a brief considération 
of the wider significance of the law of the land. 
The earliest concern of English law, developed 
from the primitive Norman beginnings, was the 
freedom of the person; freedom of speech came 
later, as indeed it logically should, for without 
the one the other can hardly be conceivable. On 
the basis of this double freedom was built the 
doctrine that the individual should, within the 
broadest possible limits, be free to do what ‘he 


liked; and most of the law, be it contract or tort,, 


crime or bankruptcy or rent restriction, may be 
conceived as being a system of agreed limitations 
1 There are several excellent books in which our theme. in 


these articles has been treated:at greater or less length; 
for a general conspectus, Professor. H. G. Hanbury’s 


English Courts of Law (Oxford, Home Kee E 


can, perhaps, be EES recommiéndeds:» . ~ 


| 
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of this freedom, shifting imperceptibly from one 
generation to the next. The general movement 
has inevitably been towards increasing limitation 
—inevitably, because as society advances in 
complexity so must the freedom of-the individual 
be restricted in the interest of the general 
freedom. And, of course, there have been counter- 
developments: over much of the same period as 
has seen the evolution of delegated legislation, for 
example, the law has moved from the complete 
outlawry of trade unionism (itself based in 
theory on the importance of the individual: 


there must not be an association to coerce an ` 


individual) to recognition of its legality. 


Bias Towards Freedom 
The vitally important point is that out of this 


‘long history of a bias towards freedom, in which 
every reduction of it has been viewed jealously, - 


there has grown something very like an instinct; 
the Englishman likes nothing better than to see 
the triumph of an individualist, even if his actions 
be plainly anti-social. The English contrive, 
almost uniquely, to combine respect for their 
laws with a rebellious understanding of the law- 
breaker; ‘good luck to him’, we say, ‘if he can get 
away with it’ -and if, as so often happens, his 
law-breaking matches what the majority of his 
fellow-citizens believe to be justice, then is he 
indeed an heroic Hampden in our eyes. 

It is not putting it too high to say that it is in 
this spirit that lies our main defence against an 


arbitrary executive. As was pointed out earlier, 


we have no written constitution to defend us: 
if we were rash enough to elect a Communist 
government they could legally make us a Com- 
munist State, almost overnight, and the Courts 
would be legally bound to give effect to their 
enactments. Indeed, it is interesting-to speculate 
as to how the judges would (so long as they were 
not in gaol) set about clipping the wings of this 
plainly tyrannous executive. In the past they 
have succeeded surprisingly in restraining (ad- 
mittedly less dictatorial) governments: Lord 
Hewart might be surprised, and would certainly 
be pleased, to know of some of the developments 
in the laws since he wrote his famous book.? 
The case of Rex v. Northumberland Compensation 
Appeal Tribunal ([1952] 1 K.B. 338) may stand 
phere as a solitary example. There the compensation 
appeal tribunal went wrong in law, and a Mr Shaw 
1 It is, of course, even more interesting, though quite 
outside the scope of this article, to consider the propriety 
of revolution in such circumstances, and the extent -to 
which the form and the spirit of democracy would then be 
in conflict. ern A e EE he ` "e 
2 The-New Despotism; Ernest'Benn, ‘Ltd; 1929. tc, 
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was .awarded less than his due. The Attorney- 
General said that nothing could be done to 
reverse the tribunal’s decision; but Mr Shaw 
applied to the King’s Bench Division for a writ 
of certiorari, a very ancient writ indeed, and it 
was held, and later confirmed by the Court of 
Appeal, that the Court had the right and the duty 
to control all inferior tribunals, not merely to the 
extent of seeing that they do not exceed their 
jurisdiction, but also to seeing that they them- 
selves observe the law. It may well seem a bad 
thing that so much trouble should be needed to 
secure obvious justice; but until that most 
unlikely phenomenon, a self-denying executive, 
is: forthcoming, it is obviously most desirable 
that there should be some part of the apparatus 
of government concerned to check the growth of 
arbitrary power; and certainly the Northumberland 
Compensation case marks-a very important 
achievement in the continuing struggle. 


The Imperfections of the Law 
Not, of course, that anyone, even the lawyers, 


‘can seriously subscribe to the Lord Chancellor’s 


dictum in Jolanthe, with which this article is 
prefaced. The law (in its more restricted sense, 
the law of the Courts, as in its wider meaning, 
the law of the land) has all manner of faults and 
flaws, and there are times when they loom much 
larger in the layman’s eye than the great under- 
lying merit which makes us tolerate them. The 
enlightened lawyer is as concerned as am layman 


_to correct them, and (when the enlightenment is 


sufficient to let him view his profession dispas- 
sionately) much better placed than most of us to 
discern (hem 2 The language of the law, the 
expense of the law, the dilatoriness of the law, the 
apparent willingness of lawyers to regard as 
triumphant success the acquittal of a transparent 
rogue: all these come under the perennial fire 
of critics informed and otherwise. 

Although ‘heretofore’ and ‘party of the first 
part’ have become part of the stock-in-trade of 
humorists everywhere, the language of lawyers is 
not criticized so often or so forcibly as that of the 


` parliamentary draftsmen (for the judges them- 


selves join most effectively in the latter attack!); 
but the layman is understandably irritated when 
he sees word-play quibbles, frustrating what to 
him is obvious justice, whether it be in a solicitor’s 


3 Lord Cooper, Lord Justice General of Scotland, speaking 
to the Society of Public Teachers of the Law at Sheffield 
in September, said that the legal profession has‘rarely been 
more unpopular in the public mind than it is now. ‘We 
have made law a, luxury, and the. judicial. process so costly, 
so meticulous, and so leisurely, that we are no longer 
offering the rel tf service Which ‘thé Comnninity desires.’ 


86 THE ACCOUNTANT 


office or in a statutory instrument. The reason for 
the hair-splitting is of course broadly similar to 


the reason for the difficulties of the statutory - 


instruments — and one might expect the judges 
to have more sympathy than they have with the 
draftsmen. Lawyers and legislators alike are 
concerned with precision; life is diffuse and 
imprecise, and the attempt to provide in advance 
for questions which have not yet arisen must 
produce some curiosities. It is easier for the 
‘layman than it is for either Parliament or the law 
to see in “Thou shalt not steal’ a clear and precise 
instruction. In perhaps 999 out of a thousand 
cases> no question arises, but the law quite 
properly wishes to cover that thousandth. case 
as well —and so it is necessary to define ‘steal’ 
and. ae ‘thou’ also.+ 


The Expense of the Law 


The expense of the law is another of its defects 
which it is easier to diagnose than to cure. All 
men are equal before the law; but if a man cannot 
afford to go to law then the existence of a remedy 
against his unjust oppressor is of little value. Yet 
we may see how the difficulties with which any 
system of legal aid are surrounded become more 
apparent with each successive extension of its 
working. Our present legal. aid system is better 
and.more comprehensive than its predecessors; 
but it still stops short of helping the small 
salaried man, reluctant to risk his little capital 
in a lawsuit which may be fruitless; and at the 
same time it plainly opens the door to much 
unnecessary and frivolous litigation. Yet if a 
committee has to decide on the merits of your 
case before you get aid, how are you on all-fours 
with the rich man, who can fight to the House of 
Lords regardless of cost—and perhaps only 
there establish his point? 

It is interesting to note that one of the factors 
generally supposed to contribute, to the expense 
of litigation has lately been explored at some 
length in correspondence in The Times- the 
strict separation of function between barrister 
and solicitor. Other countries, notably the 
United States, have had long experience of 
combination of these functions, and it is curious 
that, although such combination should, in 
theory, make for economy, it is believed that not 


1 None of this, of course, properly excuses the complexities 
of some of the statutory instruments, especially since the 
instrument nowadays often carries in itself a short ‘ex- 
planatory note’ which is not part of the Order, but is 
‘intended to indicate its general purport’. If the explanation 
can be relied upon as stating the law, then why the Order? 
And if not, then surely it is a dangerously imprecise thing? 
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even this practical benefit is in fact gained. 
Americans have testified that our Court hearings 
are far more expeditious — and therefore cheaper — 
than theirs; and have ascribed the difference to 
the expertness of our specialist advocates. 


Delay -and Disinterest 


The delays of the law. They are not so great now 
as they were when Jarndyce v. Farndyce was a 
living satire, but they are still long enough to 
make a point on the side of the administrative 
tribunals. The patient search for truth might be 
expected to take longer than the machine- 

produced arbitrary decision; but that partial 
rejoinder too is only a half-truth. The formalities, 

indeed the ritual, of the law have their traditional 

reasons .and justification; but there are grounds~ 
for asking for something a little more stream- 

lined today. It is interesting to remark that on an 

issue of vital importance the system can work 

with a speed which would impress a lawyer 
from any other country in the world and 

should impress, too, any Government servant with 
experience only of the efficient tribunals: the 
fundamental principle of our law, as was said 

earlier, is the freedom of the person, and an 
application for a writ of habeas corpus can be 
heard (taking precedence over all other business), 

and this writ can issue, in a matter of hours after 
the wrongful detention began. It would be asking 
too much to expect a similar sense of urgency 
over less serious matters; but all litigation is: 
serious to the litigants. i 

There is substance in all these criticisms; 

perhaps there. is less in the accusation that 
lawyers make a game out of other people’s 

distresses. It may be remarked at once that the 
representative cannot be expected to feel his 

client’s sorrows as his own — nor is it. desirable 
that he should: to seek a parallel in medicine, the 
surgeon would not do his best work if he pic- 
tured his knife cutting himself. No lawyer, of 
course, should ever forget for too long that 
his profession, as much almost as that of the 
soldier, depends on the frailty of human nature; 
on any intelligent approach, Utopia needs no 
lawyers. But, that said, the law must be given its 
due regard. It is an attempt, always more or less 
imperfect, to settle disputes justly; perfect justice 
is not humanly attainable. Our system is built on 
the assumption that in few disputes is right so 
plainly on one side as to make justice simple, and 
he must have a remarkable eye for blacks and 
whites who will deny the general correctness of 
this assumption. 


January 23rd, 1954 


Law and Justice 


» So has evolved the barrister’s monopoly of the 
ear of the superior courts; to be as sure as is 
humanly possible that justice is done, we must 
make it a rule that either side of every dispute 
is presented as expertly as possible — and no man 
can do justice to his own case. Here again, the 
common experience of most of us supports the 
legal assumption. So, too, has developed the rule 
that a barrister must accept whatever brief is 
offered to him. Out of this has stemmed most of 
the criticism that the lawyers care nothing for 
justice, but only for the sport that can be got 
from dextrous manipulation of the law. Yet the 
lawyer would reply that his business is always 
to present his client’s case to its best advantage; 
k that if he himself is to judge the issue rather than 
merely to plead a case, then his client will never 
have his case presented at its best. Who can say 
= where right lies, until. both sides have been 
-= shown at their best? Sir Alfred Denning has 
spoken recently of his experience of the transition 
from bar to bench: he put it succinctly, that after 
years of preoccupation with the law, the lawyer 
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can as a judge concern himself with justice. There 
is no true contradiction in this: justice must not be 
the concern of anyone except the judge, for 
otherwise justice must suffer. __ 

Obscurity, expense, delay and frivolity: to 
such extent as we consider them proven the 
charges are warts without which the portrait 
is incomplete; but it is no portrait at all that 
pictures only blemishes. And in fact there is 
much more; he who, while conscious of the 
folly and the bitterness which underlies almost 
the whole of litigation, is yet enamoured of the 
law; who would advise his friends at all costs to 
avoid litigation, and who yet reads the law 
reports with a deep and abiding satisfaction: 
can say in justification that the laws of England 
are usually not very far behind contemporary 
standards of justice. And of course, as English- 
men have so regularly done in self-justification 
through the centuries, he can look abroad; 
even short of the Pharisee’s complacency, he 
can yet say that our legal system suits us very 
well. 


(Concluded.) 


PARLIAMENTARY CONTROL OF 
‘PUBLIC EXPENDITURE 


by SIR FRANK TRIBE, K.C.B., K:B.E. 


ye 


HE London and District Society of Chartered 

. Accountants held a luncheon on January 5th 

at the Connaught Rooms, Great Queen Street, 

London, WC. The chair was occupied by Mr W. G. 

Densem, F.c.A., Chairman of the Society, and the 

“guest speaker was Sir Frank Tribe, K.C.B., K.B.E., 
Comptroller and Auditor-General. 

Introducing the speaker, the chairman said that 

Sir Hartley Shawcross, who was to have addressed 

them, had left for America earlier than expected and 


` they were very grateful to Sir Frank Tribe for taking ` 


his place at short notice. Sir Frank was Comptroller 
and Auditor-General and was well qualified to talk 
on the subject which he had selected, namely, 
‘Parliamentary control of public expenditure’. 

Sir Frank Tribe, K.C.B., K.B.E.: Mr Chairman, 
ladies and gentlemen, I was invited to this lunch 
_ anyhow before I knew I should have to speak. While 
> we were enjoying this excellent lunch I was thinking 
how much pleasanter it would have been for both you 
and me if Sir Hartley Shawcross had been able to 
be here, but I will do my best. I hope you will not 
think that what I have to say is too egoistical, for it 
is due to the position which I hold, the official descrip- 
tion of which is ‘Comptroller General of the Receipt 


Comptroller and Auditor-General 


and Issue of Her Majesty’s Exchequer and Auditor- 
General of Public Accounts’. 

As you all know, there are three elements in any 
democratic government — legislature, executive and 
judiciary. I am concerned today with the relations 
between the legislature and the executive in matters 
of finance—a subject which has been interwoven 
into British history for centuries. I should make it 
clear that I am the servant of the legislature and not 
-of the executive; so please do not address me ‘care 
of the Treasury’, for nothing can be more uncon- 
stitutional. (Laughter.) | 


Parliamentary Control 


I promised that I would say something about 
Parliamentary control of public expenditure. I dare 
say many of you may think that it ts all poppycock 
and that there is in reality no Parliamentary control 
of public expenditure. For the moment I shall play 
the part of devil’s advocate and mention some facts 
in support of that view. You know that Parliament 
gives twenty-six days to what is known as ‘Supply’, 
in which the whole House discusses the estimates 
for the year, but a reduction in the estimates is about 
the last thing that is ever expected to result from the 
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discussion on these Supply days. It is-also true that 
Parliament přovides- that when a new Bill is presented 
it must be accompanied on the front of it ba 
financial memorandum showing roughly what the 
cost will be. That is indeed carried out, but you very 
seldom: find any reference in debates to the financial 
memorandum. 

Then there is the Estimates Committee, a com- 
mittee which the House of Commons sets up every 
session to examine the estimates and consider what 
economies can be made consistent with the policy 
implied in the estimates. They get a fair amount of 
publicity and I expect that you have read summaries 
of their reports in the Press. They range over a wide 
field and consider efficiency of service as well as 
economy. Sometimes, indeed, as in their recent 
reports on school buildings and civil defence, they 
appear to want more money spent. But even when 
they recommend curtailment of expenditure their 
reports cannot be in time to enable the Government 
to make any reductions in the estimates for the 
current year. 

Supposing you are a Member of Parliament and 
are really keen on securing economies. You get your 
friends together and put down a motion to reduce 
such and such an estimate by £10 million or £10,000 
or even £1,000. The whole of the Government of the 
day are immediately up in arms. It does not matter 
what party you belong to. A three-line whip is issued 
and there is no chance.of your carrying your motion 
to reduce estimates. It would appear to an outsider 
that the last thing which any Parliament is anxious 
to do is to reduce the estimates for the current year. 
They take the line ~ and it is reasonable — that the 
Government should be trusted, among other things, 
to ask Parliament annually to vote only the money 
which they really need and that, if they cannot be 


trusted, you should turn them out. But you must. 


not try to interfere with them: 

That is really the basis of our Constitution, and 
it is entirely different from (be American system, 
under which the Government put forward estimates, 
which have to run the gauntlet of committees of 
both Houses, which examine the proposals and may 
make drastic changes in -either direction. That is 
not our system and it is, I think, a good thing that 


it is not, especially the power of committees To" 


increase the Government’s estimates. But there is 
quite a lot to be said for the view that our Parliament 
has very little immediate control’ over public expendi- 
ture, and that is a point of view which is largely held 
in this country. 


Parliamentary Checks 


Now let me try to present the other side. First of all, 
Parliament does at least get very detailed estimates. 
No one in Parliament, or in the country, can com- 
plain that the Government does not publish quite 
openly, and explain in very great detail with minute 
estimates divided into large numbers of sub-heads, 
how it is proposing to spend the money which it is 
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asking Parliament to vote on behalt of the taxpayers. 
There are some possible exceptions to that. You may 
say; for instance, that some of the sub-heads are too | 
big. You may not like, for instance, the Ministry of 
Supply asking for, say, £40 million in one sub-head 
for stores and materials for research and develop- 
ment, or £74 million in another for other work of 
that nature, but those are exceptional cases and are 
justified on grounds of security. When security does 
not arise and we have nothing to hide, no one can 
really criticize the estimates on the ground of lack 
of information given. 

Then there is the position which I hold as Comp- 
troller of Her Majesty’s Exchequer, a position which 
goes back to the fourteenth century. I have to see 
that no money whatever is:issued to the Government 
of the day unless it has been approved by Parliament 
and is in accordance with its directions. This happens 
every day; about four or five o clock in the afternoon J 
I get a request from the Treasury to authorize an 
amount of money to finance the country’s daily 
expenditure and I have to satisfy myself that it has 
been sanctioned by Parliament before agreeing to its 
issue by the Bank of England. 


Accountability 


Finally — and this is the point which I would most 
stress — there is the fact that we have got a rigid 
system of accountability. I am sure that many of 
you have worked in government departments and 
you probably know that every department has to 
present annually an appropriation account giving full 
particulars of how it has spent during the year the 
money which was voted to it. Woe betide that depart- 
ment if it has spent even ten shillings more than the | 
money voted, for it incurs the need of having to ‘ 
have an excess vote, which means a lot of trouble. 
Apart from these appropriation accounts, which are 
on a cash basis — and open to criticism, I gather, by 
some members of your profession — (laughter) — all 
departments which undertake trading or manu- 
facturing activities have to prepare accounts and” 
balance sheets for these services in normal com- 
mercial form. These are published separately from 
the main appropriation accounts. Moreover, under 
our system any part of the Parliamentary grant 
which has not been spent by the end of March has 
to be surrendered; the surplus cannot be spent in 
the following year. 

The expenditure of public money has to be justified 
to Parliament by people who are called accounting 
officers. An accounting officer is almost always the 
permanent head of a department. Every penny that 
has been spent by each department during the year 
has to be accounted for to Parliament. It is a responsi- 
bility which the accounting officer takes very seriously. 
You may say that he has to spend money if his 
Minister orders him to do so. That is true and to an 
extent he is under his Minister’s orders, but if he 
feels that his Minister is ordering him to spend 
money which should not be spent and which Parlia- 
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ment-did not intend to be spent, he is required to 
put his objections in writing in a note to his Minister 
explaining that in his view that money should not 
be spent and that he will not proceed to spend it 
unless he gets a written direction from the Minister to 
do so. If the Minister does that, he has to send a copy 
of the written instructions to the ‘Treasury and another 
copy to me for the information of Parliament.-It is 


very seldom that a Minister decides to take that line.. 


The accounting officer who, as I have said, is 
finally responsible for the money voted to his depart- 
ment, is liable to have to justify that expenditure 
before the Public Accounts Committee of the House 
of Commons. That committee 
is a small one consisting of 
fifteen members who are ap- 
pointed in proportion to the 
parties in the House, though by 

tradition a member of the Oppo- 
sition is always elected mo the 
chair. They approach their prob- 
lem in a non-party spirit. If you 
were to attend a meeting of the 
committee, you would find it 
difficult to guess to which party 
any individual member belonged. 
They examine the accounting 
officers on the details of their 
accounts and at the end of the 
session produce reports which 
are sometimes very critical of the 
way money has been spent. 

‘These reports of the commit- 
tee are treated very seriously and 
are never allowed, like the re- 

- ports of so many committees, to 

lie in pigeon-holes unattended. 
No department likes to incur 
the odium. of criticism by the 
Public Accounts Committee. 
Since it started, in 1861 I think, it has produced a 
record of practice about financial procedure which is 
embodied in two volumes called Epitome of the 
Reports of the Public Accounts Committee, which 
‘largely act as a guide to the financial administration 
of Government departments. 


Three Types of Audit 


It may interest you to know how the committee 
proceeds. They proceed largely in their examination 
of accounting officers on the basis of reports which I 
have rendered to Parliament on my audit of the 
accounts of the Government departments. My audit 
consists of three different types. First of all, there is 
bwhat I may call the accounting audit, which is similar 
to the audit which any of you carry out in order to 
certify that the accounts audited are a correct exposi- 
tion of the position. One has very seldom to make 
any comment on them because my auditors, as I 
imagine is the case with your profession, arrange 
that if any mistakes are discovered they are adjusted 
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before the accounts are presented, so that the certifi- 
cate is generally clear and -straightforward to the 
effect that the accounts are correct and represent 
accurately the position of the undertaking. 

Secondly, I carry out a normal finance audit into 
such matters as; any apparent lack of control over 
expenditure; whether the internal audit is adequate; 
whether the store accounting is adequate; whether 
there is a proper system of collecting all receipts due 
and whether there are losses due to failure to safe- 
guard cash or stores. Then I do what is not strictly 
part of my statutory functions, but successive Com- 
mittees of Public Accounts have encouraged the 
holder of my office to do them: 
I refer to investigation of any 
apparently wasteful or unecon- 
omical expenditure; an examina- 
tion of contracts procedure to 
see whether the lowest tenders 
are always accepted unless there 
is good reason to the contrary 
and whether the prices paid are 
fair and reasonable, and the dis- 
closure of any hidden subsidies 
or any losses due to wasteful or 
extravagant expenditure. I think 
that here I go rather beyond 
what your profession normally 
does. | 

Thirdly, there is my appro- 
priation audit, which is designed 
to show whether any expendi- 
ture is not in accordance with 
the intentions of Parliament; 
what discrepancies there are be- 
tween the estimates and the out- 
turn of expenditure; whether 
there is any exceptional use of 
the power to transfer between 
l sub-heads and whether all bills 
are being promptly paid, particularly at the end of 
the year. This last is a point which I think your pro- 
fession does not realize that we do pay attention to, 
but it is important in relation to the criticism of 
public accounts. In general, this appropriation audit 
shows whether expenditure conforms to the authority 
which governs it. 


Those are the three types of audit which I carry 
out. I do not pretend to carry out an efficiency audit 
and I imagine most of you take the same view. 
(Laughter.) I remember that three or four years ago 
I was asked to take on the audit of U.N.E.S.C.O, 
They wanted me to report upon the efficiency of the 
undertaking, but I said ‘No’. I was prepared to 
report on their accounts, but I did not see how my 
auditors could really pronounce on whether the 
organization was taking the most efficient steps to 
spread education, science and culture throughout 
the world. That was accepted, and I am now carrying 
out much the same sort of audit for them as that 
applied to any British Government department. 
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-Real Nature of Control 


What does all this amount to? I think that probably 
it does secure, by indirect means, a method of control 
by Parliament over public expenditure which is 
probably unequalled in any other country. You may 
say that it is really largely a matter of post-mortems. 
Well, the medical profession will agree, I think, that 
post-mortems are often of great value. Our system, 
however, means more than post-mortems. For in- 
stance, ‘the auditors of my department, acting on 
behalf of Parliament, carry out a continuous post- 
audit of the accounts of all the larger departments, 
and queries are being raised long before the year’s 
accounts are closed. Then there is also the con- 


tinuous deterrent effect of the audit. One thing that. 


the departments fear is adverse criticism and pub- 
licity. That is an enormous factor in the situation. 
Those of you who have worked in Government 
departments know that they are very anxious to 
avoid criticism either in my reports or in those of 
the Public Accounts Committees. 

It surprises me sometimes what publicity I get 
in the newspapers. I can assure you that I have never 


raised a little finger to secure any publicity for any. 


reports, and yet you will constantly see the subject- 
matter of my reports mentioned in the evening Press 
and often in the morning Press as well. (Laughter.) 
I can only imagine that the newspaper editors think 
that criticisms of waste and extravagance will make 
interesting reading for their patrons. Of course, it 
is a very healthy procedure because the last thing in 
the world which the departments want is to be held 
up to ridicule in the public Press. I believe they 
sometimes ‘think it is worse than being criticized by 
the Public Accounts Committee. 

However that may be, I feel that. the system as a 
whole, although it may not be logical, does not work 
out badly i in practice. It is a typically British system, 
built up by practical experience over the centuries 
and constantly liable to modification in detail to 


suit changing circumstances. But the great thing is ` 


that it works and, in my submission, works well. 


We Public Cozporations 


It has been suggested to me that you might like me 
to say a few words on another subject; that is the 
question of the accounts of public corporations. As 
you know, this subject was referred to- a select com- 
mittee under the chairmanship of Mr . Assheton, 
called the Committee on Nationalized Industries, 
before which Sir Harold Howitt, now sitting on my 
right, and others gave evidence.1 The report? was 
submitted in July but the Government have not 
made. any statement as to their views on its recom- 
mendations. , 


1 The Institute’s‘memorandum to the Select Committee on 
Nationalized Industries was reproduced in The Accountant, 
dated October 24th, 1953, at page 483. 


® See The Accountant, dated August 22nd, 1953, page 213. 
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The present position is that a public corporation 
or nationalized industry has its accounts audited 
professionally; they are presented to Parliament and 
are therefore subject to examination by the Public 
Accounts Committee. I do not come into the picture 
at all, but the Public Accounts Committee can 
examine them. The committee, which I will call the 
Assheton Committee, recommended that there should 
be set up a new select committee of the House, which 
could examine the accounts of public corporations 
in so far as they are trading concerns, but not the 
accounts of bodies largely financed by public money 
like the new town corporations or the Colonial 
Development Corporation. The corporations pro- 
viding public utilities, transport, electricity, gas and 
water, and possibly the British Overseas Airways 
Corporation and British European Airways, should 
be examined by this new committee. The Assheton 
Committee considered what professional assistance | 
should be given to the new committee and their 
recommendation was that the statutory auditors to 
the corporations should in presenting their annual 
reports give such information, in addition to that 
now provided by them, as might be of benefit to the 
committee and of interest to Parliament. ‘They also 
proposed that the new committee should itself have 
some professional assistance. 

They asked me and I think they aed Sir 
Harold — whether I thought that the Comptroller 
and Auditor-General should take over the audit of 
these corporations and I said ‘No’. I imagine I 
carry you with me in that. (Laughter.) They then 
said, ‘Can the professional auditors give the kind of 
report that- Parliament wants?’ My answer was that 
they could. They might need a little guidance in 
what the select committee wanted but I felt confident 
that they could do it, provided that they were ade- 
quately remunerated. I hope that also appeals to 
you. (Laughter.) 


Two Recommendations of the Assheton 
-~ Committee e 


There were two recommendations of this committee 
which have had very little publicity and to which I 
should like to draw attention, because they well 
deserve consideration and I think that your profes- 
sion may quite well be interested. The first was in 
paragraph 23 of the report, where they recommended 
that the public corporations should issue statements 
of their anticipated revenue and expenditure. That 
would enable the committee to Satisfy itself that a 
corporation was trying to comply with its statutory 
requirement of breaking even taking one year with 
another and would give a means of comparing what 
had been expected with the actual out-turn. They‘ 
commended that to the attention of the new com- 
mittee. It is revolutionary to suggest that a commer- 
cial undertaking should publish its budget at the 
beginning of the year but you have to remember that 
the corporations are for the most part monopolies. 
Anyhow this was the view taken by the- Assheton 
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Committee, that it would help Parliament if they 
could have at the beginning of the year the proposed 
T budget of each undertaking. 

The second point is that they suggested that, for 
the information of Parliament as a whole and having 
particular regard to the duty of the House of Com- 
mons to safeguard the interests of consumers, every 
corporation should publish annually the best estimate 
it could make of the percentage increase or decrease 
since the date of its establishment in.the average 
cost to the consumer of its products or services taken 

as a whole. This should accompany the annual 
accounts and reference to it should be included in 
the auditor’s report. This would enable. the com- 
mittee to form some opinion of the efficiency of the 
industry as it could be compared with the general 
cost-of-living index. 

I have seen very little reference to this in com- 
¿ments on the report but it is an interesting recom- 
‘mendation. After all, these public corporations are 
monopolies; they should by Statute break even one 
year with another; all their capital is fixed interest- 
bearing and there is no means of judging adequately 
their efficiency in the way you would judge a private 
Lenterprise, namely, by its profit. It seems to me that 
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the community, who are the owners of what you may 
call the equity in the concern, can only judge the 
value of their investment by. the cost of the com- 
modity or service, of which they are all consumers. 
I suggest, therefore, that if, for example, the cost of 
coal or transport rises during a year by more than 


the rise in the general cost-of-living index it is 


equivalent to a reduction in the.‘dividend’ and there 
is a prima facie case for inquiry. If the cost to the 
consumer has risen less than the general cost of 
living, that would be equivalent to an increase in the 
‘dividend’ and might be regarded, prima facie, as a 
sign of efficiency. 

The views of the Government have not been 
published and I do not know how far this suggestion 
is possible in all cases, but the Assheton Committee 
made special reference to the duties of the auditor 
and it may be that it will be a responsibility that will 
fall on many of you in time to come. 

Well, I am afraid that I have taken up a lot of 
your time. I thank you for listening to me and I 
hope that what I have said may be considered of 
interest. (Applause.) 

At the instance of the chairman a cordial vote of 
thanks was passed to Sir Frank Tribe for his address. 


WEEKLY NOTES 


The Institute of Chartered Accountants of 
Scotland 
In a leading article in our last issue we commented on 
statements issued by the Councils of The Institute of 
Chartered Accountants in England and Wales, the 


: Society of Incorporated Accountants and Auditors, - 


and the Association of Certified and Corporate 
Accountants, following the termination of joint dis- 
cussions on the subject of accounting in relation to 
changes in the purchasing power of money. 

The Council of The Institute of Chartered Account- 
ants of Scotland, which was also represented at the dis- 
cussions, has now published a statement which we re- 
produce elsewhere in this issue. The general tenor of 
the statement is to urge experiments with new con- 
ventions., Unlike those of the Society and -the 
Association, the statement does not purport to set 
out or examine any of the problems involved or to 
suggest methods; on the contrary, the Scottish 
Council considers that until divergences of view as 
to new conventions ‘have been resolved on the basis 
of practical experience, it is clearly inappropriate for 
a professional body to advocate to its members the 
adoption of any particular method’. The Scottish 


}Council then expresses the opinion ‘that there is no ' 


reason in principle why an auditor should qualify 
his report on.accounts by reason only of some dis- 
closed -departure from the basis of “‘historical cost” ’. 
While therefore the. Scottish statement has little 
in common with that of the Society, or that of the 
Association, it does countenance the ‘as you like it’ 


attitude on which we commented unfavourably in 
our last Issue. 


- Commonwealth Conference Ends . 


The Commonwealth conferences are becoming 

increasingly occasions for an exchange of views on 

economic strategy for the Commonwealth as a whole 

and less a means of achieving concrete solutions for 
specific problems. The one which ended in Sydney 

last week, for example, made it quite clear that the 

Commonwealth representatives had very different 

views about their problems from those they had when 

they met to discuss the economic crisis of 1951-52. 

Then the talk was all about convertibility. This time 
views on that subject await the Randall report in the 

United States before being crystallized, for there is 

no likelihood of sterling convertibility until it is 

known what aid that country will give in the matter. 

Convertibility was extensively discussed but it has 

not coloured the conference to the same extent that 

it did the last time. Sg 

This time emphasis has been on development. It 

is important that the Commonwealth’s . exports 

should be stimulated in the interests of improving 
its balance of payments which is expected to register 
a reduced surplus in the first half of this year. To 
stimulate exports capital investment will. have to be 
increased throughout the Commonwealth and the 
London capital market is expected to play a larger 
part in putting up the money. It is quite clear from 
the final communiqué and the Press conference held 
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at the close of the meeting of ministers that no new, 


heavy burden is to be assumed by the London market 
or the British economy. 


First Bank Chairmen’s Speeches 


The first crop of bank chairmen’s annual statements 
is now coming in and this week the chairmen of 
Barclays Bank and the District Bank respectively have 
been giving their views. Mr Tuke, chairman of 
Barclays, has been much concerned with the need to 
ease the taxation burden on the middle income 
groups. His points are summed up on this subject in 
his remark that the only way a man who has built up 
a business can put aside any capital is to sell it. 
Present levels of taxation give no opportunity to the 
professional man and business executive to make 
provision out of income for old age and dependants. 
Mr Tuke would give relief through earned income 
allowances. 

Sir Thomas Barlow returns to a point which he 
made last year, namely, that this country should not 
be dependent on any one group of exports but should 
seek stability by spreading its interests over both 
consumer and capital goods. Sir Thomas is concerned 
that in even a comparatively good year like 1953, 
our exports could not stand up to external pressure, 
for while the exports of our competitors expanded, 
our own lost ground in many cases so far as volume 
is concerned. The District Bank, with its Lancashire 
connections, is also concerned to make ‘the point 
about the importance of the home market to the 
export trade. In this connection, Sir Thomas Barlow 
attacks purchase tax which concentrates output on 
lines which are not necessarily good sellers abroad. 


The Censuses and Forecasting 


Last week the Association of British Chambers of 
Commerce published a memorandum which it had 
sent to a committee of the Board of Trade asking 
the Government to abandon the censuses of produc- 
tion and distribution. In its view, better statistical 
data could be obtained from the various trade asso- 
ciations if the Government were to co-operate more 
actively with them, "The Association is much con- 
cerned with the amount of duplication which series 
of Government forms, including the census ones, 
create and with the vast amount of time which is 
taken up in filling them, disentangling ambiguities 
and arranging data which is not normally extracted 
from the accounts and records of the company con- 
cerned. It is also somewhat disturbed at the thought 
that these censuses might be used for further excur- 
sions in due -course_into economic planning by the 
central authority. 

There is no doubt that the census forms have 
caused exasperation to firms with limited staff facili- 
ties — and to others as well. There is no doubt also 
that they have been excessively exhaustive in the 
interests of economists who wish to amass general 
data which is not of direct interest to company 
officials. There is indeed a very strong case for 
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simplification and rearrangement of data to make 
them more helpful to those departments of com- 
panies which are able to make use of the census! 
material when it is published. 

But the censuses have their uses to business 
houses. A good deal of exceedingly valuable informa- 
tion can be obtained from them which can be used 
by trained staff to draw important inferences on such 
vital matters as sales forecasting. It is not likely that 
co-operation with trade associations would fill this 
gap completely if the censuses were not there. The 
censuses seem, indeed, to be in a somewhat similar 
position to the House.of Lords — they too perform a 
valuable function while public opinion swings irreso- 
lutely but chronically between abolition and reform. 


Coal and Steel at Strasbourg 


The six-nation assembly of the European Coal and 
Steel Community adopted a number of important: 
resolutions from its investment committee at a meet- 
ing held last week-end. These resolutions lay down 
four principles for the guidance of the high authority 
which is the assembly’s executive authority. ' 

The first objective of the pool’s investment policy 
should be to reduce costs, especially in the steel, 
industry, according to the first resolution. T 
second guiding principle laid down is that coz 
output must be increased to provide an annua: 
increase of 15 million tons of coking coal after fou! 
years. The third resolution calls for an improvement 
in workers’ living and working conditions in. the 
countries within the Schuman area, and the fourth 
principle follows from this, namely, that a large 
share of the first investment financed by the pool is 
to be in workers’ dwellings. 

From the outsider’s point of view, and notably ’ 
from the standpoint of this country, the most import- 
ant of these is the first one. A resolution of this kind 
raises more questions than it answers. Costs can be 
reduced by increasing sales from existing equipment, 
so spreading overheads, by reducing direct costs or 
by embarking on a programme, of modernization — 
or by some combination of all three. This resolution 
is obviously concerned with investment in some form 
and that means it is concerned with the installation 
of new plant. Does this mean that there should be 
both new investment and expanded sales of steel to 
cover the cost over the life of the plant, and how 
much investment is there to be in order to get costs 
down? Finally, how low is ‘down’? 

These are all questions which the British steel 
industry is vitally interested in at the present time. 
This résolution on steel could mean all things to all 
men and is thus particularly in need of clarification 
at a time when the high authority is wooing the British4 
steel industry to come into some form of association 
with it. It raises again a question which has worried 
the steel industry of this country for some time, 
namely, will the Continental industry over-expand 
and have to seek the only way out of its difficulties 
by weak selling abroad? 
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FINANCE AND COMMERCE 


Developments in the electrical industry’s wage dis- 
pute and the underlying uncertainties created by the 
general industrial wage position act as a brake on 
stock-markets which otherwise would reflect a grow- 
ing volume of investment business. 


Figures Mixed 


We reproduce below the figures for the income and 
expenditure of the North-western: Gas Board for 
the year to March 31st, 1953, the fourth year of its 
operation. ‘In our fourth year’, states the Board, ‘for 
the first time, the level of our expenditure was below 
-the level of our income. Note carefully,’ it says, ‘how 
our outlays and receipts were made up.’ In the 
original, the figures are shown in white- within. two 
‘circles of black background, i inches in diameter, 
the circles being supported by -the arms and legs 
of a scantily swim-suited female. 

The Board is evidently proud of the fact that ‘in 
our fourth year. we made a profit of £159,000 after 
successive losses in our first three years’. 'The change 
from deficit to surplus ‘was achieved. by greater 
‘ficiency in all departments, but especially produc- 
tion in which internal economies of more than {43 
million were made’. 

To interest its employees in this achievement, it 
has set down the facts in a four-page leaflet which 
describes the Board’s “Voyage to Success’ in the 
form of an imaginary voyage of a ship. The leaflet 
carries twenty-seven illustrations, one of which we 
have already described. As a sample of the others, we 
quote the sketch of a man leaning against a saloon bar 
enjoying a tankard of something to bring home the 
fact that ‘Consumers increased in the fourth year 
from 1,740,000 to 1,758,000, an increase, including 
families, equal to the population of Barrow-in- 
Furness’, About 20,000 copies of this leaflet were 
ptinted for distribution to employees. 

Our opinion is that the presentation of financial 
facts and progress in this manner is a voyage to 
absurdity, but it would be interesting to have the 
views of our readers in a position to contribute 
actual experience on the subject of whether this 
strip-cartoon business really does get anywhere. 








income r Expenditure 

Gas Sales.. ea .. 21,141,000 Gas made and bought ., 22,435,000 
Coke, Tar, Benzole, etc. 9,958,000 Distribution and Con- : 

Meter and Appliance sumer Service .. 3,536,000 
Rentals and Appliance Administration .. .» 717,000 

es. i4 ,, 1,014,000 Gas Council Expenses, 
Miscellaneous 61,000 Welfare; Rates 1,475,006 
- Capital Charges.. . 43,715,006 
Other Charges 137,000 
; 32,015,000 
Surplus .. ia 159,000 
£32,174,000 £32,174,000- 

Raphael Tuck 


Our reprint this week gives the consolidated accounts 
of Raphael Tuck & Sons Ltd, whose name is almost 


ry 


synonymous with Christmas and greetings cards, 
calendars, etc. It is a business that has been heavily 
hit by purchase-tax. The company has had recourse 
to its preference dividend. fund for the preference 
dividend and there is nothing for ordinary share- 
holders. But in view of ‘a distinct improvement’ since 
ithe close of the year, an interim ordinary dividend of 


` 24 per cent has been declared for the current year to 


April 30th, 1954. - 

In view of the further loss ‘in the accounts, the 
board felt that stockholders were entitled to have 
up-to-date information about the current trading 
position. They therefore delayed presentation of the 
accounts until the first half-year’s figures were 
available. And the sum total of the information 
provided some seven weeks after the close of the half- 
year and nearly eight months after the date of the 
accounts is that ‘these figures indicate a distinct 
improvement’. There is. not even a percentage 
indication of the extent of the improvement.-It is 
merely ‘distinct’. D 

- How our American cousins, with their monthly and 
quarterly reports of turnover and profits, must smile! 


An Example 


Contrast this with the-experience of shareholders in 
Allied Retail Trades (London) Ltd. Within forty- 
eight hours of the end of the first quarter of the 
current year, Mr W. H. Martin, the chairman, was 
able to announce at the annual meeting the total 
first-quarter sales — £510,749 against £462,848. Mr 
Martin further explained the extent to which the 


104 per cent improvement was due to increase in the ` 


number of the company’s shops. ` F 

The company’s business is mainly in retail trade: 
tobacco, newspapers, confectionery, etc., and in a 
cash business prompt reporting of results is com- 
paratively ‘simple compared with more complex 
undertakings. It is ‘one thing, however, for the board 
to have the figures and another for it to display the 
will to keep shareholders closely in touch with them: 

The company is also in the bakery trade and this 
interest is proving a problem: Mr Martin points out 
that bread production is becoming more and more a 
controlled factory process with completely automatic 
plants, and from such plants sales are effected whole- 
sale through grocery, as well as retail through bakery, 
shops. The board sees the need for installing auto- 
matic plant but is delaying a final decision pending a 
consideration of the implications of the restrictions 
likely to be imposed on night baking in forthcoming 
legislation. ` 

. Money Market 7 

Applications for Treasury bills on January 1st 
totalled £335,490,000 and the market’s maintained 
bid obtained 43 per cent of requirements. The average 
rate was £2 2$ 7°72d per cent and this week’s offer 
is £2r0 million. i 
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CURRENT LAW 


Contract: Breach of Warranty 


In Cullinane v. British ‘Rema Manufacturing Co Ltd 
(Solicitors Journal, November 28th, 1953), the Court 
of Appeal (Sir Raymond Evershed, M. R., and Jenkins, 
L.J.; Morris, L.J., dissenting) allowed the appeal of 
the defendants in the following circumstances. The 
defendants sold to the plaintiff some clay pulverizing 
machinery warranted to pulverize at the rate of six 
tons per hour, but which, in fact, it failed to do. The 
plaintiff accordingly claimed damages for capital 
outlay, with interest, allowing for part of the pur- 
chase price which was unpaid; and for loss of profit 
for the three years from the date of installation of 
the machinery to the date of the trial. 

The official referee awarded damages on the first 
count, but only half of that on the second, loss of 

rofit. 

g The Court of Appeal held that where, as here, a 
person obtained a machine which was in accordance, 
mechanically, with the order given for it, but which 
was unequal to its task, he could claim only in the 
alternative, either for the capital loss arising from the 
breach of warranty or for the business loss reasonably 
within the contemplation of both parties at the time 
they entered into the contract. If he chose the former, 
then his claim for profit was permissible only in so 
far as it was in excess of the capital loss. Depreciation 
has nothing to do with loss of profit as the result of 
breach of warranty and the plaintiff could, therefore, 
claim interest on the gross capital expenditure plus 
loss of profit for the period from the date of installa- 
tion to the date of judgment, without any deduction 
for interest. 

Morris, L.J., thought the plaintiff entitled to both 
capital loss and to the net profit over the three years 
to which he had limited his claim, less such sum for the 
period as would be necessary to depreciate the plant 
on the basis of wiping out the purchase price over its 
estimated life of ten years. | 

Leave to appeal to the House of Lords was given. 


Company Liquidation: Foreign Tax 


The Court of Appeal dismissed the appeal of the 
Government of India, in Re Delhi Electric Supply 
& Traction Co Ltd (Solicitors Journal, December 
12th, 1953), from a decision of Vaisey, J., who had 
‘upheld the liquidator’s refusal to accept the proof 
of the Government of India for income-tax and 
capital gains tax. The proceeds of the sale of the 
company’s undertaking had been transferred to the 
United Kingdom and the company had gone into 
liquidation before the Indian Act imposing the tax 
came into force. The liquidator based his refusal on 
the ground that the proof was for foreign tax. 
Evershed, M.R., pointed out that the Courts of 
the United Kingdom had no jurisdiction to enforce 
the revenue laws of a foreign state and in this con- 


nection no distinction could be made between 
foreign states and those in the British Commonwealth; 
and the Court refused the argument of the Govern- 
ment of India that under Section 302 of the Com- 
panies Act, 1948, a liquidator was required to 
provide for such a liability, holding that this did not 
include a claim which was unenforceable as the rules 
governing the administration of an estate were those 
of the lex fort. 


Voluntary Winding up: Assignment of Lease 
A landlord demised premises to L.. Co for go years, 
the lease containing covenants as to rent, repairs and 
insurance, but no prohibition against assignment. 
The L. Co went into liquidation and the lease was 
assigned to the H. Co. Later the landlord released 
the L. Co from its personal liabilities for the covenants 
and H. Co covenanted with the landlord for the same 
covenants. In 1951, it also went into liquidation, 
assigning the lease to an assignee who had since 
tendered the rent, which was refused. The liquidator ` 
called on the landlord to submit a proof in the winding- 
up, but the latter instead applied to the Court to have 
the sum of {200,000 set. aside out of the assets to 
meet future liability under the lease. 

Roxburgh, J., held that the landlord was not 
entitled to an order on these lines. Such an order had 
never yet been made in the case of an assignment for 
value. It was implied in Section 302 of the Companies 
Act, 1948, that a company should be wound up as 
quickly as possible and it would be delaying things 
unduly for the winding-up to be delayed for the 
remaining seventy years of the lease. Applying © 
James Smith © Sons (Norwood) Ltd o Goodman 
({1936] Ch. 216) and distinguishing Elphinstone 
(Lord) v. Monkland Iron & Coal Co ((1886) 11 App. 
Cas. 332), the learned judge stated that the landlord’s 
remedy was to prove for the contingent liability. (Re 
House Property & Investment Co Lid.) (Law Journal, 
December 18th, 1953.) 


Conflict of Laws 


The Accountant for September 12th, 1953, reported 
briefly on the decision of Barnard, J., in Re Maldonado 
(deceased), State of Spain v. Treasury Solicttor, 
holding that the State of Spain was entitled to letters 
of administration of the English estate of the deceased, 
a Spanish citizen domiciled in Spain, on the ground 
that by Spanish law the State of. Spain was the true 
heir. 

The Court of Appeal upheld the decision, stating 
that there was no rule of English law excluding a 
State from entertaining the capacity of an heir, even 
assuming that it was necessary to distinguish between 
the claim of a foreign State on the ground that the 
property was ownerless and bona vacantia, and that 
it was based on a right of succession by virtue of its 
own laws. (Law Times, December 18th, 1953.) 


» 


January 23rd, 1954 


t 


THE ACCOUNTANT 


97 


CORRESPONDENCE 


Letters must be authenticated by the name and address of the writer, not necessarily for publication, 
The Editor does not necessarily agree with, or hold himself responsible for, the opinions expressed. ` 


Recommendation XV 


Sir, — It is natural for younger brothers to kick over 
the traces occasionally, but there appears to be 
nothing in the two statements published on pages 74 
and 76 of your January 16th issue which has not 
appeared in the debate in your correspondence 
columns on the subject of changing money values. 

I hesitate to take up further space, but would like 
to offer a small contribution to the thinking on this 
matter. The true purpose of accounting as applied 
to balance sheets and profit and loss accounts is 
surely to give an actount to the proprietors of the 
business of the stewardship of their funds. Financial 

Saccounts, to my mind, represent the portrayal of 
legal relationships in figure form. Law is the whole 
basis of financial accounts, and there is no room for 
‘might have been’s’ or supposition. There is only the 
disposal of a net income which has been calculated 

sin accordance with law which can be the subject of 
any free choice by the directors or managers of the 
concern, and this is clearly an appropriation. 

On the other hand, the technique of costing deals 
mainly with the portrayal of facts and phenomena 
in figures and leaves some scope for showing what 
might have happened if things had gone differently. 
Economists have their own special point of view, a 
sort of ‘Alice through the looking-glass’ account- 
ancy. Lastly, statistics are a separate science with 
different conventions working in a different context. 

I suppose it would be possible for a company to 
publish four balance sheets and sets of accounts, 
showing the position of the company viewed from 
the eyes of a law-abiding accountant, a cost account- 
ant, an economist and a statistician. Perhaps the 
stockbroker’s version ought also to be added! Quite 
obviously, one set of accounts cannot portray all 
these different aspects and the sooner that we realize 
we are accountants and not jacks-of-all-trades, the 


. sooner shall we avoid the present risk of a profession 


= 


divided within itself and the object of public ridicule. 

If I may crave yet a little more of your space, I 
would like to use it to confess to being so unorthodox 
as not to believe in depreciation for the average 
business. In some twenty years of industrial account- 
ing, I have yet to meet the case where a machine 
has worn itself out beyond the possibility of piece- 
meal repair. Those of us who are dealing with ques- 
tions of plant replacement.almost daily, will know 
that in 99 cases out of roo. the decision whether to 
replace plant or not is governed by whether the new 
plant is capable of earning so much more than the 
old plant that its capital cost can be recouped reason- 
ably quickly. Considerations which are taken into 
account are comparative operating costs and the 
cost of* maintenance and repair of the old plant, 


. together with the necessity to obtain higher output 


or some advantage over competitors, These are all 
obsolescence matters, and to talk of physical depre- 
ciation and the recovery of a prepaid cost .over the 
life of the asset seems to me to be the sort of account- 
ing moonshine which a practical works man.would 
scoff at. Of course, there are cases, such as leases, 
where true depreciation does occur, but I am also 
aware of many examples of. plant working for fifty 
years or more because there has not been any interim 
development in design which would give greater 
profitability or output. F 

Having disposed of depreciation and decided that 
plant is only replaced when it is economic to do so, 
there remains only the question of finding the extra 
replacement cost, which is obviously a case for 
appropriation of profits. 


Yours faithfully, 


Penarth, Glam. P. J. TOMBLESON.. 


Practising Accountants: Executorships — 
l A Rapidly Developing Field 


SIR, — In your issue of January 2nd, 1954, you pub- 
lished a letter from Mr Wilfred Tullett under the 
above heading. Mr Tullett writes as though executor- 
ship and trusteeship work is a new development in 
public accountancy. He uses expressions such as 
‘creating for accountants a new field’ and ‘should 
the accountant execute the will and should he act 
as executor?” , 

The Institute’s examinations have included papers 
on executorship law and accounts for as long as any 
of us can remember. Moreover, in the Institute’s 
booklet General Information and Syllabus of Examina- 
tions (which has existed in its present form for the 
past seven years) there is a paragraph which reads as 
follows: i i 


ʻA chartered accountant is frequently appointed 
_ executor under a will or trustee under a marriage 
or other settlement, in order to carry on the admini- 
stration of the estate or settlement. Appointments of 
this kind usually require the accountant to work in 
co-operation with the solicitors responsible for legal 
matters. Conversely, solicitors and trustees carrying 
out work of this kind usually call in accountants to 
assist them with the accounting aspects.’ 


These facts lend no support to the view that 
executorship work is new to chartered accountants. 
Far from being a rapidly developing field I-suggest 
that the real danger is that an already well developed 
field of executorship work in the hands of chartered 
accountants is diminishing because of the emergence 
in recent years of extensive activities in this field by 
banks and other corporations. There are, of course, 
some chartered accountants who prefer their clients 


to make use of the services of corporate bodies but 
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there are many others who are happy to continue to 
provide executorship and trustee services. 

I do not understand why Mr Tullett asks whether 
the accountant should ‘execute the will’ and expresses 
the opinion that ‘the actual execution of the will 
should be done by solicitors’. I was under the impres- 
sion that it was the testator who executed the will. 
Mr Tullett’s references to solicitors do, however, 
draw attention to á most important consideration. 
An accountant may often render most valuable 
assistance in making suggestions as to matters to be 
dealt with in a legal document but he would be well 
advised to leave the actual drawing-up of the docu- 
ment to solicitors, even though the document may 
not fall within the monopoly possessed by the legal 
profession. This is not only in the best interests of 
good relations between the accountancy and the legal 
professions but is also in the best interests of the 
client and, indeed, of the accountant himself. 

Yours faithfully, 
1880 AND ALL THAT. 


Valuation of Shares in Private Companies 


SIR, — Accountants are not infrequently asked to 
value shares in private companies for probate pur- 
poses. Cases falling under Section 55, Finance Act, 
1940, involve specific consideration of the value of 
goodwill. The accountant is obliged to place a figure 
on the goodwill to the best of his ability and to state 
his reasons. He will not wish to over-value, to the 
detriment of his client’s interests, but he has been 
asked for -a professional opinion and feels that he 
cannot ignore it. What, then, should his attitude be 
if, after making his report, he is asked by the executors 
to reduce or eliminate -altogether the figure for 
goodwill? He knows that the Estate Duty Office will 
argue the matter with the executors and that they 
are quite able to look after themselves. 

At a later stage, when the matter is being nego- 
tiated with the Estate Duty Office, the accountant 
will be expected to provide the executors with the 
arguments to counter those put forward by the Estate 
Duty Office. Ideally, the accountant should be com- 
pletely independent, but this is rarely, if ever, the 
case. 

Your readers’ opinion as to the correct attitude to 
be taken up would be appreciated. 

Yours faithfully 
A.C.A 


[The precise circumstances envisaged by our corre- 
spondent are not entirely clear. If, however, the 
accountant has been asked in a professional capacity 
to make a valuation and he has done so, then, clearly, 
the accountant would not reduce or eliminate the 
amount included for goodwill unless the executors 
were able to satisfy him that there are factors which 
were not taken into consideration in arriving at his 
valuation. If, having considered what the executors 
have to say, his opinion of the value of the shares 
remains unchanged, it may well be that the executors 
" would wish to put forward their own valuation instead 
' of that made by the accountant. — Editor.] 
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The ‘Rise and Fall’ Clause 


Sir, — With reference to Mr Taylor’s article under 
the above title (January gth issue) I cannot agree 
with his statement that those firms who employ a 
formula for ‘rise and fall’ generally do not receive 
more than the net increase. Whilst agreeing that any 
price adjustment based on a formula is a matter of 
‘hit or miss’, my experience, during the years since 
the war with continually rising prices, has been. 
that it is the buyer who has been hit on nearly every 
occasion. It is significant that now that commodity 


prices are levelling off, or even falling, many manu- 


facturers who previously have insisted on the use of a 
formula for prices variations are now having second 
thoughts and are suggesting fixed prices. 

In particular I would mention the following dis- 
advantages from the purchaser’s point of view in the 


formula basis for ‘rise and fall’: i 


(1) Too great a proportion of the contract price is 
variable. The supplier thus gets an increase on his 
semi-variable and part of his fixed overheads. 


(2) The present wholesale price indices published by 
the Board of Trade are not suitable for many industries. , 
The position was even worse prior to the introduction 
of the mechanical engineering and electrical engineer- 
ing indices. ‘The intermediate products index used by 
engineering firms registered heavy increases due to 
big rises in the prices of wool, cotton and paper which 
had no relevance to fluctuations of materials used in 
engineering. 


(3) In those industries where a considerable amount 
of sub-contracting is undertaken, the main contractor 
in a rising market is enabled to make a considerable 
profit on sub-contracted material over the increase 
paid to sub-contractors merely by thé lapse of time 
taken to complete the contract, e.g. sub-contracted © 
item delivered to main contractor twelve months from 
tender date, formula giving a 10 per cent increase. « 
Main contract completed eighteen months from tender 
date, formula now gives 15 per cent increase due to 
rising prices and main contractor thus makes 5 per 
cent on sub-contracted item. 


. (4) Labour rates used as basis for calculating wage 
increases are often basic time and ‘cost of living’ 
rates without production bonus and thus less than the : 
actual labour rates used to build up the tender. Thus 
any increase (which has normally been related to ‘cost 
of living’ rates) calculated on these rates gives too 
high a percentage increase on the contract price. 


(5) The period used for determining the variation 
is too long in comparison with the tender period. 
Thus the British Electrical and Allied Manufacturers’ 
Association formula (B.E.A.M.A.) takes three-fifths 
of the contract period for calculating wages increases. 
Any tncrease in the first three-fifths period is applied 
in full, whilst any increase in the last two-fifths period / 
is applied pro rata to that period; thus assuming that 
no labour is employed on the contract until three-fifths 
of the contract period has expired. Whilst for material, 
the variation is taken at two-thirds of the contract 
period. 


Yours faithfully, 


Wembley, Middx. G. J. LARKIN, acc.a. 
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Gross Profit Rate: Plumbers’ Merchants 
Sir, — I shall be obliged if you or any of your readers 


‘can please let me know the average rate of gross — 


profit ‘usually: earned by plumbers’ merchants. 
Yours faithfully, 
: EROTO. 


Cost of Office Accommodation 


Sır, — This letter is sent in the hope that you will 
kindly ventilate what is perhaps the greatest single 
difficulty in the way of anyone in our profession 
who wishes to go ahead, namely, the cost of office 
accommodation. 

The writer of this letter, some years ago, spoke to 
one of the agents and was informed by him that they 
had to charge a big rent because they had over 


£20 million of property unlet. I gave the natural ` 


answer, viz. “asking too much’, but that had no effect. 
 _ Now the suggestion I would wish to make is-that 
‘the owners of property should be allowed only for 
a maximum ‘period of three months’ freedom from 
rates and taxes when their property is empty, and 
that they should, when the three months has passed, 
permit the negotiation of the property to pass into 
‘the hands of agents free to negotiate at the best price 
they can get. 

Failing such handing over, the freedom from 
rates and taxes whilst the property is void should 
cease. 

I do not claim to have EE this SES it has 
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been put forward on many occasions during the past 
few years. Perhaps the idea now would have a better 
chance. 
Yours faithfully, 

London, EC 4. A. N. D SMITH. 


Clerical Workers’ Wages Survey 


Sir, ~ Since 1942 my association has undertaken on 
various occasions a survey of wages paid to clerical 
workers. These have been usually at two-yearly 
intervals, the last being in 1952... 

The information at that time was supplied by 
nearly 550 establishments employing. a total of 
57,000 clerks. The increasing importance which is 
attached to these periodical surveys makes it highly’ 
desirable that the information in the report should 
be as representative as possible, both in regard to 
the industries. and the areas ‘from which the informa- 
tion is obtained. 

The method of collecting, ‘the information has 
been made as simple as possible, and those taking 
part will be asked to make an extract from their 
staff records. 

If any of your readers would like to ‘co-operate in 
this survey I shall be very pleased to send further 


details Wë them. Yours faithfully, 
LL COUSINS, Secretary, 
"OFFICE MANAGEMENT 
' ASSOCIATION. 


8 See Street 
“London, Wr 


THE INSTITUTE. OF ‘CHARTERED 
ACCOUNTANTS IN ENGLAND: AND WALES, 


The following is a list of Associates elected to Fellow- 
ship and applicants admitted to membership at the 
Council meeting held on January 6th, 1954, who 
completed their Fellowship or Membership before 


January 19th, 1954. 


Associates elected Fellows 

Bean, Geoffrey John Wheeler, 'T.D.; 1934, A.C.A.; (Norton, 
Deith & Co), 14—18 Queen Victoria Street, London, EC4, 

Crouch, Henry Russell; 1938, A.C.A.; (Oakley, Wederell 
& Co), (Oakley & Williams) and (Wederell, Trenow, 
Gillatt & Co), Balfour House, 119-125 Finsbury Pave- 
ment, London, EC2. 

Fawcett, Robert, M.B.E., T.D., B.A.; 1948, A.C.A.; See 
Taylor, Abernethy & Co), 24 St Mary Axe, London, EC3. 

Fisher, Aubery Maurice; 1947, A.C.A.; (A. M. Fisher & 
Co), 22 Queen Street, London, EC4. 

Gould, David Alwyn Pearce,:m.a.; 1948, A.C.A.; (GH P. 
Gould & Son), 8 Upper King Street, Norwich: 

pCumbley, Howard Wallis Wilton; 1934, A.C.A.; Waterloo 
Housé, 20 Waterloo Street, Birmingham, 2. 

Heatley, William Robert; 1932, A.C.A.; (Daffern & Co), 
29 Warwick Road, Coventry, and at Oxford and Solihull. 

Hughes, Thomas Bird;- 1936, A.C.A.; (Hesketh, Hardy, 
Hirshfield S Co), (Dudiey Hardesty & Co), (Ansell, 
Roberts & Co) and (Leslie C. Stewart Hughes & Co), 
Norwich House, 13 Southampton a London, WCr, 

. and at Manchester. 


_ Mead, James Reginald, J.P.; 


“Tones: Gerard James; 1941, A. C.A.: OW. J. James & Co), 
4 The Bulwark, Brecon. 

Lonsdale, George; 1938, A.C.A.; (Westcott, Maskall & 
Co), 33 Catherine Place; London, SWr. = - 

, 1930, AC A: (Daffern & Co), 
29 Warwick Road, Coventry, and at Oxford and Solihull. 

Moodie, Thomas Anderson; 1933, A.C.A.; (Moodie & 
Young) and (*Moodie, Epstein & Partners), 203 Regent 
Street, London, Wi, and 35 North Audley Street, 
London, Wi. 

Morris, Ralph Michael; 1939, A.C.A.; (Treacher, ee 


* Morris & Co), 104 High Holborn, London, WC, 


Philp, Robert, T.D.; 1932, A.C.A.; (Cooper Brothers & Co) 
and (*Cooper Brothers & Co), 14 George Street, Mansion 
House, London, EC4; (for other towns see Cooper 
Brothers & Co and *Cooper Brothers & Co). 

Pickup, John; 1938, A.C.A.; (*C. E. Garnett & Co), 
Lloyds Bank Chambers, Lord Street, Rochdale, and at 
Heywood, 

Price, Harry; 1942, A.C.A.; (oldies: Price & Co), ER 
Gildredge Road, Eastbourne; also at Hailsham, (*Holmes, 
Price & Wells). 

Rainbow, Albert; 1936, A.C.A.; (Robert Miller & Co), 
Jubilee Buildings, Newbottle Street, Houghton-le- 
Spring, Co. Durham; also at Chester-le-Street, (Robert 
Miller, Straughan & Co). 

Rogers, Eric James; 1935, A.C.A.; (Treacher, Hervey 
Morris & Co), 104 High Holborn, London, WC, 

Sarson, Arnold Wilfred; 1927, A.C.A.; (*Deloitte, Plender, 
Griffiths & Co), 5 London Wall "Buildings, Finsbury 
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Circus, London, EC2; (for other towns see *Deloitte, 
Ge Griffiths & Co and *Deloitte, Plender, Haskins 
ells 

Scott, Lily; 1948, A.C.A.; (L. K. Scott & Co), 111 Moorgate, 
London, EC2, and 19 Fortismere Avenue, London, Nro. 

Scott, Robert Gordon, B.A,; 1938, A.C.A.; (Drury, Thurgood 
& Co), 69 Old Broad Street, London, EC2. 

Spence, Joseph; 1937, A.C.A.; (Palmer, Haines, Spence 
& Co), Guildhall Annexe, 23 King Street, London, EC, 

Stacy, Arthur Robert; 1936, A.C.A.; (Westcott, Maskall & 
Co), 33 Catherine Place, London, SW1. 

Tytheridge, Gordon Cardin, T.D.; 1925, A.C.A.; (*Taylor, 
Tytheridge & Co), National Provincial Bank Chambers, 
Penzance; also at Truro, (*Balme, Pearce & Co). 

Williamson, Ivor Jan; 1948, A.C.A.; (Stammers, William- 
son & Co), St Stephen’s House, Westminster, London, 
SW, and at Brighton. 
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(Not in England or Wales) 


Billington, John Keith; 1939, A.C.A.; Bridge SE 
West Quay, Ramsey, Isle of Man. 

Tattersfield, Thomas Bedford; 1936, A CA: (Pannell, 
Crewdson & Hardy), North Front Street, (P. O. Box 197), 
Belize, British Honduras. 


Admitted as Associate 
(Not in Practice) 
Green, Antony Brian; with Barker, Wiliams & Co, 16 
Irving Street, Leicester Square, London, WC2. 
Former Member readmitted to Membership 
Livock, Dora Mary, 3 St James’s Square, London, SW1. 


* placed against a Firm Name signifies that the Firm is not 
exclusively composed of members of'the Institute. 


TAXATION AND RESEARCH COMMITTEE i 


The seventy-third meeting of the Taxation 

and Research Committee was held at the 

Institute on Thursday, December roth, 1953, 
at 2 p.m. 


Present: Mr G. S.- Hamilton (in the chair); Messrs T. 
Fleming Birch, J. B. Burnie, P. F. Carpenter, F, Carruthers, 
J. Cartner, R. M, Chapman, T.D., D, A. Clarke, J. Clayton, 
R: W. Cox, W. G. Densem, S. Dixon, A. R. English, E. S. 
Foden, F. M. Gilliat, G. G.G. Goult, S. C. Hand, E. A. 
Harris, N. B. Hart, opp, T.D., W. S. Hayes, G. N. Hunter, 
S. Kitchen, E. N. Macdonald, ae , J. H. Mann, M.B.E., 
G. P. Morgan-Jones, R. J. Ogle, A. H Proud, A. P. 
Ravenhill, P. V. Roberts, H. F. Strachan, A. G. Thomas, 
W. F. Tidswell, G. L. C. Touche, C. P. Turner, E. F. G. 
Whinney, E. K. Wright and G. H. Yarnell, with an 
Assistant Secretary of the Institute, and Mr K. H. 
Saunderson, Assistant to the Taxation and Research 
Committee. 


Reports of Standing Sub-Committees 
Reports from the following standing sub- -committees 
were received: 

General Advisory Sub-Committee (including pro- 
gress reports by three drafting sub-committees). 
Management Accounting Sub-Committee (including 
progress reports by two drafting sub-committees). 
Taxation Sub-Committee. A 

{ 

Ad hoc Sub-Committees f 


A progress report was received from one special sub- 
committee and one new special sub-committee was 
appointed. 

Next Meeting 


The next meeting was fixed for Thursday, February 
25th, 1954, at 2 p.m. 


THE INSTITUTE OF CHARTERED 
ACCOUNTANTS OF SCOTLAND 


ACCOUNTING IN RELATION TO CHANGES IN THE 
PURCHASING POWER OF MONEY 


The Council of the Scottish Institute has issued the following statement to 
members of the Institute. 


1. The ‘historical cost’ basis which is so widely 
used in the measurement of profit has proved satis- 
factory when the value of money is steady or is chang- 
ing slowly. On the other hand the limitations of this 
basis are evident and serious in periods of rapidly 
changing money values. The experience of the post- 
war years has demonstrated a clamant need for new 
conventions and methods which will compute the 
profit element in terms of current monetary costs as 
distinct from historical costs. Accountants in many 
parts of the world have been actively engaged in seeking 
appropriate solutions to this problem. In particular, 
much attention has been given to the treatment of 
depreciation and to the valuation of stock, which are 
probably the two most important single factors 
involved in this question. While steady progress has 
been made in the development of new methods, the 
advance_has so far been carried out almost entirely. 
on the theoretical. plane and: little or no; evidence:is: 


yet available of the effectiveness of new techniques 
applied over a period to practical cases. Since the 
development is still at the theoretical stage it is not 
surprising that considerable divergence of view prevails 
amongst accountants as to the new conventions which 
will best meet both inflationary and deflationary 
movements. 

2. The Council’s view is that until some of these 
divergences have been resolved on the basis of practical 
experience it is clearly inappropriate for a professional 
body to advocate to its members the adoption of any 
particular method. On the other hand the Council 


holds the view that the accountancy bodies, singly 


and collectively, should now urge their members to 
take an active part in promoting the practical applica- 
tion of new conventions, and, should give collective 
support where possible to practical EE and 
research. - 

mn In eo far; as cher oosition tof ‘an Sege is con- 
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cerned, Se Council i is of Opinion that what constitutes 
‘a true and fair view’ of the state of the affairs ‘of a 
‘company and of the profit for a stated period must 
always be a matter for decision in relation to the facts 
of a particular case, but that there is no reason in 
principle why an auditor should qualify his report on 
accounts by reason only of some disclosed departure 
from the basis of ‘historical cost’. 

4. The Council would welcome experiments -by 
individual undertakings which have as their objective 
the presentation of accounts in which all items in the 
trading and profit and loss account are expressed in 
pounds sterling of the same purchasing power. The 
problem arises not only in the presentation of the results 
of each year or other financial period, but also in the 
presentation of the results for a number of financial 
periods, particularly where it is desired to establish 
trends. The desirability of showing in the balance 
sheet the capital employed expressed in pounds 
sterling of the same money value also merits con- 

\sideration. The importance of the problem varies as 
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between one undertaking ‘and: another. ‘What can or 
might be done should only be decided after very careful 
consideration of the facts of each particular case. 
Where there is a departure from the basis of ‘historical 
cost’ (whether in the body of the financial accounts or by 
way of supplementary figures or statements) what has 
been done and the basis adopted should be clearly shown. 

5. It is considered that in the ‘field of management 
accounting it is eminently desirable, in many cases, 
that account should be taken’ of changing money 
values. Failure to do so in times of progressive inflation 
may well create a complacent attitude not in the best 
interest of any. undertaking as a continuing concern. 
In management accounting many statements are pre- 
pared only for the guidance of those engaged in the 
day-to-day administration of the undertaking and the - 
planning of its future activities. The values to be used 
in these cases should be those which will most realistic- 
ally reflect the outcome of the trading operations of the 
undertaking and its EE stability. 


January 1954. 


THE MANCHESTER SOCIETY OF 
CHARTERED ACCOUNTANTS 


\ 


About 200 members and guests attended the annual 
dinner of the Manchester Society of Chartered 
Accountants, which was held at the Reform Club, 
Manchester, on January 15th, 1954. 

The president of the Society, Mr E. Gordon Turner, 
M.C., F.C.A., presided, and among the guests were 
Mr James Blakey, F.C.A., President of The Institute of 
Chartered Accountants in England and Wales; Lord 
Rochdale, opp, T.D., D.L.; President of the National 


Union of Manufacturers; Me H. E. Pardoe, Vice- . 


President of the Manchester Chamber of Commerce; 
Mr A. J. Moon, MA, President, Manchester Law 
Society; His Honour Judge G. Maddocks, County 
Court judge at Salford; and | 


- Messrs SG. CG Barker (Chairman of Council, Monnaie 
and District Bankers’ Institute); R. G. Beard, F:C.A. (Presi- 
dent, Sheffield and District Society of Chartered Accountants); 
V. À. Bell, F.S.A.A. (President, Incorporated Accountants’ 
Society of Manchester and District); B. B. Bolton, P.R.1.c.8. 
(Chairman, Lancashire, Cheshire and Tsle of Man Branch of 
The Royal Institution of Chartered Surveyors). 


Professor W. Mansfield Cooper, LL.M. (Acting Vice-. 


Chancellor, University of Manchester); Messrs N, Cowell, 
M.C., F.R.1.C.8. (President, Manchester Society of Land 
Agents and Surveyors); C. L. Davies, F.c.a. (President, 
Leeds, Bradford and District Society of -Chartered 
Accountants); W. G. Densem, F.c.A. (Chairman, London 
and District Society of Chartered Accountants), R. B. 
Dixon, F.C.A. (President, Birmingham and District Society of 
SE Accountants); Derek du Pré (Editor, ‘The Account- 
ant’ 

Messrs G. G. G. Goult, F.c.a. (President, East Anglian .. 
PSociety of Chartered Accountants); G. B. Howcroft, M.C., 
M.A., F.R.I.B.A. (President, Manchester Society of Architects); 
C. J, Howell, F.c.1.8. (Chairman, Manchester and. District 
Branch, Chartered Institute of Secretaries); F. M. Kellett, 
F.C.A, (President, Northern Society of Chartered Accountants). 

Messrs Alan: S. ` Maclver, M.C., B.A. (Secretary, The 


Institute: of Chartered’ Accotuntants); E. J: Mitchell (H. M. ; 


Principal Inspector of Taxes). ei 
Lieut. -Gol.> W, 2M. Musgrave-Hoyleyi MEG. OTD., TL. 


eh 


ANNUAL DINNER 


(Chairman, Manchester Stock Exchange); Messrs G. P. 
Morgan-Jones, M.A., F,C.A. (President, South Eastern Society 
of Chartered Accountants); J. L. Nuttall; SGLI: (President, 
Insurance Institute of Manchester); W , P. ‘Scowcroft, A.C.A. 
(President, Liverpool Society of Chartered Accountants); 
L. V. West, F.c.A. (President, South Wales and Monmouth- 
shire Society of Chartered Accountants). 


The toast of “The city and trade of Manchester’ was 
proposed. by Mr G. Waterworth, -F.CA„ and Mr 
Pardoe responded... 

Lord Rochdale proposed ‘The Tashi of Chartered 
Accountants in England and. Wales’ and congratulated 
the Manchester Society on giving the Institute its 
second provincial president. He continued: ` ` 


7 Trying to Defeat the Tax Inspector 
‘I feel rather critical and sometimes annoyed when I see 
how much of your time seems fo be absorbed in the 
negative job of trying to defeat the Tax Inspector. 

‘It is rather a curious sidelight on our twentieth century 
economy that so many of the ‘best brains of the country 
are employed in trying to defeat those of somebody else. 

‘But so long as we-have the high taxes we have, some 
sort of tussle on both sides is the only way-we can get the 
most successful fiscal legislation. I look forward to the day 
when to a greater extent you can divert, as many of you are 
doing, more and more of your brains and effort to giving us 
the data and information we want on the positive side, per- 
haps indicating trends to direct industry so that we more 
surely get the results we all hope for. 

‘Judged in that light, it seems to me that the accountant 
. Should not-be regarded by the industrialist as a man who 
does a job and is paid for it, but much more as a partner. 
and a member of a team.’ 


fon t 
Se D a D el 


Management Accounting, 


In the: course: of ‘his reply to the. toast; Mr, Blakey 
referred to the patt that members of the. Institute:can 
playin assisting commerce: in. Eiere account- 
ing; ‘business.methods: and: organization: © 
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‘In my opinion,’ he said, ‘practically all this work is 
eminently suitable for, and comes within the ambit of, our 
professional qualifications. 

‘Without in the least under-rating the value of manage- 
ment accounting, there is no magic in it and like much 
other specialist work, it is common sense and a projection 
of.the fundamental training which every chartered account- 
ant receives. 

‘It could be carried out by the accountant in his own 
practice or in his capacity as a full-time employee in a 
commercial concern. It implies making use of the current 
records of a business, both financial and technical, rather 
than a study of the events of the past with which our 
-member as an auditor is normally concerned, 

TT  ‘Take-over Bids 

‘There is one other matter of a technical nature which 
may be of interést and at least be thought-provoking. "Me 
remarks are entirely personal and have in no way the 
authority of our Institute. It is in connection with what is 
known as “take-over bids”. In my opinion there is a certain 
amount of woolly-headed thinking going on. It is a phase 
taking place in our economy- at the present time and will 
probably only have a short but no doubt merry existence. 

“The reasons for the take-over bid, I think, can be 
summarized as under: 

(1) Many years of inflation. 

(2) Dividend restraint. 

(3) Heavy taxation, particularly the profits tax with its 

, high penalty on distribution, and high depreciation 
and replacement charges (again the consequences of 
inflation) have prevented directors from distributing 
dividends proportionate to the real worth of the 
underlying assets and, if they do, the low and unreal 
size of the nominal capital make the dividend look 
exorbitant. 

“The directors cannot be entirely blamed for a cautious 
policy, especially when the buyers’ market has taken the 
place of the sellers’ market and we have, and shall continue 
to have, keener competition from abroad in our export 
markets. Admittedly some boards can be too conservative 
and sometimes forget that they hold their position through 
the shareholders who should be, wherever possible, taken 
into their confidence. 


Shareholders should take a More Intelligent 
Interest . 

~The shareholders, on the other hand, should take a more 

intelligent interest in their company’s affairs and, having 

got a good board, should in every way uphold it. It cannot 

be pleasant for a board fully occupied by the day-to-day 
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running of a company m the present trying times and 
taking a long-term view, to be constantly threatened with a 
take-over bid from probably an unknown or mysterious 
source which may only be out to get a quick profit without 
regard to the future well-being of the company and its 
shareholders, and when I speak of shareholders, I refer to 
those who hold the shares as an investment and not those 
who are just in today and out tomorrow as speculators. 

‘Again, a take-over bid is not necessarily a bad thing. I 
fully believe that a free market is essential and that the 
price mechanism should be allowed to rule. We are always 

a little envious of the other fellow getting away with a 
capital profit (if in fact he does) because we feel that we 
could find a much better use for the cash than he can. I 
know that I feel it the same when I hear of a pool winner, 
(Laughter) but we must exercise our common sense and 
not just our personal prejudices. 

‘Where there may be an abuse of making bids is when 
they are in the nature of a carefully fostered rumour to 
stimulate a rise on the Stock Exchange, the relevant shares 
having been purchased before the rumour and unloaded at 
an enhanced price afterwards. 

‘I am not here to suggest the remedy. I think it is a phase 
that will gradually pass away. I only desire to stimulate 
thought on the subject and to warn against hasty con- 
clusions, emphasizing as I do that these are my personal 
views.’ 


` Mr, Blakey continued: - 


‘And now my remaining remarks are of a personal 
nature and in no way controversial. (Laughter.) It is to” 
me a great privilege and honour as a Mancunian to be the 
thirteenth provincial president of the Institute since its 
creation in 1880, and the second from the Manchester 
district, and, while I am aware that a prophet is not without 
honour save in his own country, I do not wish to be con- 
sidered a loss or that my replacement value might be even 
less than my historical cost. (Loud laughter.) 

‘I feel it only right, therefore, this evening to take the 
opportunity of paying a well- ‘deserved tribute to the 
Manchester Society with which I have been connected for 
the last thirty-two years and to which I owe my present 
position.’ (Loud applause.) 


The chairman proposed a toast to “Fhe Guests’ 
and Mr Moon responded. A vote of thanks to the ! 
chairman, proposed by Mr J. S. Mackenzie, A.C.A., was 
received with applause. In his reply, Mr Turner, - 
who was greeted with loud acclamation, paid a tribute 
to Mr T. Hedley Bell, B.A., F.c.a., acting hon. secre- 
tary, and to Miss Isabel Ritchie, the assistant secretary, 
for their excellent work in connection with organizing 
the dinner. 


REPORTS OF PUBLIC COMPANIES 


As already announced, The Accountant proposes 
to make one or more awards annually to companies 
“whose shares are quoted on a recognized stock 
exchange in the United Kingdom, in relation to 
the form and contents of the reports and accounts as 
issued to their members. 

The factors which will be considered by the panel 
of judges will include the adequacy of the information 
given and its presentation. 

Companies are requested to send, for consideration, 
copies of their reports and accounts (with any chair- 
man’s statement circulated therewith) to: 

The Secretary, The Accountant Annual Award, 
4 EE Gardens, Throgmorton Avenue, London, 

2 


These should be sent at the time of publication but 
for the 1954 award it is requested that they be sent 
so as to reach the secretary not later than January 
goth, 1954. 

The award in 1954 will be made in respect of the 
reports and accounts laid before the company in 
general meeting within the year ending December 
31st, 1953, and being for the financial year or other. 
financial period ended last preceding that date. 


The panel of judges is composed of: 


Mr Montagu Gedge, Q.C., Chatrman; Mr W. L. 
Barrows, J.P., F.C.A.; Sir Harold M. Barton, F.C.A.; 
Lord Latham, J.P., F.A.C.C.A; Mr Thomas Lister, 
M.A., C.A; Mr Bertram Nelson, J.P., ¥.S.A.A.5 Mr CG 
Tyser; Mr Derek du Pré, Editor, The Accountant. 


Ki 
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NOTES AND NOTICES 


The Institute of Chartered Accountants in 
England and Wales 


RESULTS OF NOVEMBER 1953 INTERMEDIATE AND 
FINAL EXAMINATIONS 
Notices to candidates who sat for the Institute’s 
examinations last November were posted on Friday, 
January 22nd. A full list of successful candidates 
will be displayed at the Institute from 12 noen on 
Tuesday next, January 26th, and will be published 


in these columns next week. 


Personal 


Messrs Scott THompson & Co, Chartered Account- 
ants, of St Stephen’s Chambers, Telegraph Street, 
Moorgate, London, ECz, announce that they have 
` admitted into partnership Mr PETER FOSTER, A.C.A., 
who has been associated with the firm for a number 
of years. 

Mr S. W. KALLEND, A.C.A., who relinquished his 
directorship of Briggs Motor. Bodies Ltd and his 
appointments as financial executive and secretary of 
that company on September 3oth, 1953, announces 
that he has commenced to practice at 7 Liverpool 
Gardens, Worthing, Sussex (‘Telephone: Worthing 
9710) under the name and style of SamueL W. 
KaLLEND & Co, Chartered Accountants. 


Professional Notes 


The Board of Trade announces that Mr D. S. B. 
Kingsley, A.C.A., has been appointed managing 
director of the National Film Finance Corporation. 
The appointment takes effect from February tst, 1954. 

Mr 8. C. Tyrrell, F.c.w.a., chief accountant and a 
local director of Newton, Chambers & Co Ltd, has 
been appointed assistant managing director of the 
„company’s excavator branch. Mr Tyrrell is the 
immediate past president of the Institute of Cost 
and Works Accountants. 

Mr David L. Urquhart, c.a., secretary and a 
director of Don Brothers, Buist & Co Ltd, jute 
manufacturers, of Forfar and Dundee, has been 
nominated by the chairman of the Dundee District 
Committee of the Scottish Board for Industry as 
chairman of the proposed productivity committee 
which will embrace the Forfar, Brechin, Kirriemuir, 
Arbroath and Montrose areas. 

Mr R. J. Sargent, A.C.A., joint secretary of William 
` Barker & Son (D.D.’s) Ltd, has been appointed 
secretary and a director of the company. 


Mr L. G. T. Farmer, A.C.A., commercial director 
and secretary of The Rover Co Ltd, has recently been 
appointed assistant managing director. 

Mr Edward S. Bell, M.A., A.C.A., has been appointed 
secretary of the Amalgamated Dental Co Ltd. - 


War Damage Payments 
‘THE ComMIssion’s WORK IN 1953 


The War Damage Commission paid out £38 million 
during 1953, compared with £57 million in 1952 and 
£72 million in 1951. The average weekly rate of 
payments in the last quarter of 1953 was £675,000. 

The Commission paid 64,000 ‘cost of works’ 
claims for repairs during the year, and made 15,000 
payments on account. The amount involved was 
£324 million of which about £144 million was for 
the repair and rebuilding of houses. 


Other principal items were: commercial buildings 
£54 million; factories, £4} million; churches, £2% 
million; and shops, £2} million. The average indi- 
vidual payment during 1953 was {500, compared 
with £410 in 1952 and £342 in 1951; while value © 
payments amounted to nearly £54 million, of which 
£14 million related to houses. Greater London’s 
share of the {£38 million total was {22 million. 

Total war damage payments by the Commission 
now amount to {1,115 million in 4,600,000 separate 
payments. Contributions by property owners during 
and after the war amounted to nearly £200 million. 

During the year the services of a number of the 
Commission’s assessors were lent to the Lord Mayor’s 
National Flood and Tempest Distress Fund to assess 
applications for grants. Nearly 50,c00 assessments 
were made of which 27,000 were for buildings, 
18,000 for chattels and 4,400 for stock-in-trade. 


Central London Discussion Group 


The next two meetings of the Central London Dis- 
cussion Group of the London and District Society 
of Chartered Accountants will be held on Tuesday, 
January 26th, when Mr R. G. Dowse, a.c.a., will 
introduce the topic ‘Co-operation between the pro- 
fessional accountant and the commercial accountant’, 
and on Wednesday, February 24th, when Mr J. T. 
Fraser, A.C.A., will introduce the topic ‘Research 
and development’. 

Three meetings have been. held so far in the 1953- 
54 session, the subjects of discussion being ‘Directors’ 
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expenses’, “The Companies Act, 1948, Eighth 
Schedule, some deficiencies’, and ‘Accounting with 
machines’. 

Meetings are held at The Lamb and Flag, 33 Rose 
Street, Covent Garden, WCa2, and information con- 
cerning the group may be obtained from the Hon. 
Secretary, Mr A. Child, T.D., B.COM., A.C.A., ‘Hill- 
mount’, 9 The Woodfields, Sanderstead, Surrey. 


Staff Party 


About 100 guests attended the annual dinner party 
and dance given by the partners of Messrs Carter & 
Co, Chartered Accountants, of Birmingham, to their 
staff and friends at The Midland Hotel, Birmingham, 
on December 3oth. l 

Proposing the toast of “The Firm’, Mr C. R. 
Gray, a senior member of the staff, reminded the 
guests that the firm originated more than a century 
ago. Mr E. P. Q. Carter, F.c.a., senior partner in the 
firm, replied. 

Music for the dancing was provided by “The 
Cherokees’ and the M.C. was Mr R. L. Harris. 


The Chartered Accountant Students’ Society 
of London 


The following meetings of the London Students’ 

Society will be held during next week: 

. Monday, 5.30 p.m.: Lecture, ‘Taxation and the finance of 
industry’, by Professor F. W, Paish, M.C., M.A. (Professor 
of Economics and Business Finance, University of 
London). Chairman: Sir Harold Barton, F.c.a. 

Thursday, 5.30 p.m:: Post-Intermediate lecture on “The 
valuation. of ‘business: interests’, by Mr H. C. Edey, 
B.COM., ‘A.C.A.’ (Lecturer in Accounting and Business 
Finance, University of London). ee oe 

Friday, © pa: Lunch-time discussion’ of study problems 
brought by. students. 5.75 p.m.: Introductory course 
lectures on -(1) “The fundamentals of: accountancy’; 


ie 


(2) “The law and its branches’, 


Annotated. Tax Cases 
Part 8 of Volume XXXII of the Annotated Tax 
Cases, edited by Roy Borneman, Q.c., is published 
today and contains reports, with notes on the judg- 
ments, of the following cases: Walker’s Trustees v. 
Lord Advocate (C.S.); Haldane’s Trustees v. Lord 
Advocate (C.S.); Commercial Securities Ltd v. CLILR. 
(Ch.D.); Boarland v. Kramat Pulai Ltd (Ch.D.); 
Bramford’s Road Transport Lid v. Evans (Ch.D.). 
The annual subscription to the Annotated Tax Cases 
is 30s post free, the publishers- being Gee & Co 
(Publishers) Ltd, 27-28 Basinghall Street, London, 
ECz2. Se 
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SEVENTY-FIVE YEARS AGO 
From The Accountant or January 25TH, 1879 


A leading article 
SOLICITORS versus ACCOUNTANTS 


Readers of Dickens will readily recall an amusing 
scene in “The Old Curiosity Shop”, one of the 
points of humour of which consists in the frequency 
with which one of the showmen assures Little Nell 
that “Codlin’s the friend, not Short.” We are 
reminded of the incident by a letter of a correspond- 
ent which we publish elsewhere. A member of the 
legal profession has been offering the assurance that 
solicitors are the friends of creditors, not accountants. 
This gentleman solemnly adjures creditors to “‘in- 
struct a solicitor, instead of deputing” one of those 
wicked persons “an accountant”, because, says the 
monitor, “I have so frequently seen that matters of 
this description, when intrusted to the latter, have ` 
needlessly gone into bankruptcy or liquidation, and * 
a good dividend swallowed up in costs.” Will it be 
credited that the infatuated person to whom this 
advice was addressed, instead of confiding in Mr. 
Solicitor Codlin, ran into the arms of Mr. Accountant 
Short. Seriously, without going into the question of / 
this gentleman’s views as to the superior efficacy 
private arrangements, it is rather absurd to see/a 
solicitor metaphorically throwing “‘costs’’ at the head 
of an accountant. We venture to think that creditors 
generally would scarcely agree with this view. But 
if the solicitor referred to wishes to carry conviction 
home to anybody on this point, we beg to suggest 
that he should give us a statement of the amount 
incurred in “‘costs’’ in some of the matters in which 
he has been prominently concerned, in order that 
there may be an opportunity of comparison with the 
gross expense of administering estates presenting 
fairly analogous features, in which accountants have 
been mainly concerned. , 


TAXATION REPORTS 


IMPORTANT SERVICE TO PRACTITIONERS 


These advance reports, published by Gee & Co (Publishers) Ltd, In collabor- 
ation with Taxation Publishing Co Led, have the following advantages: 
Reports of every English and Scartish case are posted to subscribers as soon 
as possible after the transcript of his judgment has been approved by the 
Judge and Is available ye EVERY incame-tax, E.P.L., profits tax, stamp duty, 
and estate duty judgment In the English and Scottish Courts is reported 
tk The reports are accredited for citation in Court, and are prepared by 
Mr N. E. Mustoe, Q.C. ¥%& The reports include full reports of the judgments 
with detailed head-notes ye Tables of cases and of statutes judicially con- 
sidered, and a subject Index, are provided at the end of the year on 
completion of each volume. 


Annual Subscription 30/- post free 
GEE & COMPANY (PUBLISHERS) LIMITED 


27-28 BASINGHALL STREET, LONDON, EC2 MONARCH 5347-8 
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INLAND REVENUE REPORT 


HE ninety-sixth annual report of the Commissioners of 

Inland Revenue, covering the year 1952-53, has now 

been published.? It shows further increases in receipts 
from income-tax, sur-tax, and profits tax over the preceding 
year’s record figures, and an increase in the net total receipt from 
£2,375 million to £2,460 million. Income-tax rose by £69 million 
to £1,751 million, while sur-tax rose from, {£129 million to 
£132 million, and profits tax from £323 million to £380 million. 
The reduction in profits tax rates as from January 1952 was not 
yet reflected in falling receipts owing to the inevitable time lag. 
It is interesting to observe that for rather more than the first nine 
months of 1953-54, profits tax receipts were only {£152 million, 
after deducting excess profits tax refunds. Profits tax rates were . 
reduced in consequence of the introduction of excess profits levy. 
For 1952-53 this new tax yielded only £3 million, owing to the 
same time lag. Collections in 1953-54 up to January 9th produced 
£50 million. 

Of the taxes which showed a reduced yield, death duties are the 
most striking. At £154 million for 1952-53, they show the poorest 
result since 1946-47. Bearing in mind the fall in the value of 
money and the keenness with which valuations are made, it would 
seem that there is something in the argument that this tax is so 
onerous that it carries the seeds of its own destruction. Of course, 


some of the fall is explained by the abolition of legacy and succes- 


sion duties in 1949, although this accounted for only £24 million 
of the drop as between 1951-52 and 1952-53. These duties are 
still being paid in respect of deaths which occurred before the 
relevant date in 1949. 

There were about half a million fewer income-tax payers in 
1952-53 than in 1951-52. Owing to the increases in earned 
income and age reliefs and in personal and child allowances, the 
number of persons relieved from tax entirely by the operation 
of allowances rose considerably. For those who paid tax the 
average effective rate on each pound of income was 34:2 pence, 
as against 37°8 pence in 1951-52. It was in 1952-53 that the 
reduced rate reliefs were extended, which no doubt accounts 
for much of the fall? ) 

- Some interesting figures have been arrived at for 1951-52 
concerning the distribution of personal incomes. Of the 20} 
million people with incomes of £135 and over (gross), only 
450,000 were in. the range £135-£150, but there were over 
10 million in the range £250-£ 500, and over 4 million in the 
range {s500-£750. Less than one in 20 were over the {£1,000 
mark, while the persons with incomes over {,20,000, were estimated 
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at 2,000. Turning to the corresponding table of 

incomes. after the payment of income-tax and 

sur-tax, a very different picture is found. Instead 

of 820,000 having incomes over £1,000, the 

figure is now less than 500,000, while the persons 

enjoying incomes over [6,000 net, number 
only 36. 

There is also a table classifying Set 
incomes of 1951-52 by reference to family 
circumstances. Students of Malthus will observe 
that of 413,000 married couples having four or 
more children, no less than 375,000 had incomes 
below {750 (before tax) and of these 220,000 
had less than £ soo. The children in question are 
of course those in respect of whom child relief 
was claimed. 

What seemed to be a perpetual rise in the 
number of sur-tax payers was reversed in 1951- 
- 52, when the total fell to 227,714 from the peak 
figure of 230,925 for 1950-51. Their combined 
incomes fell from £974 million to £965 million. 
Gross incomes in excess of {100,000 were 
enjoyed by 38 people, a number which may be 
compared with the 36 people enjoying net 
incomes over £6,000. In 1947-48 there were 57 
persons with incomes over £100,000. As regards 
the income range £75,000-{100,000, there were 
just as many people enjoying such an income in 
1947-48 as in 1951-52, namely 46, and this 
number fluctuated very little in the intervening 
. period. In the case of more than half of all 
sur-tax payers, over 80 per cent of their total 
income was earned. 

Schedule D income for 1951-52 has been 
analysed into trade groups in a number of tables. 
In the case of agriculture and horticulture, the 
change-over from Schedule B has had a marked 
effect. For 1938-39 the total income assessed 
under Schedule D from this industry was only 
£3 million, whereas for 1951-52 it was {154 
million. Profits in the food industry were £31 
million in 1938-39, £75 million in 1949-50, and 
£60 million in 1951-52. The corresponding 
figures for drink were £31 million, £59 million 
and £34 million. Apparently, people are eating 
more and drinking Jess. As regards the national- 
ized industries, the report observes ominously 
that the bulk of the tax charged on them for 
1951-52 consisted of Rule 21 assessments, 


ie. on interest paid by the industries « out - ee 


capital. 


THE ACCOUNTANT 


-~ January 30th, 1954 


Some elaborate and extremely interesting 
tables appear in the report showing the per- 
centages borne by certain costs and’by net income 
to total turnover. 

Of the estates in England and Wales becoming 
liable to estate duty in 1952-53, one was over 
£2 million, while six more were over {1 million, 
and a further 18 were over the £500,000 mark. 
In Scotland, only 5 estates topped £500,000, 2 of 
them being over {£1 million. The total number of 
estates becoming liable to duty in Great Britain 
was 61,823, over half of which were estates not 
exceeding £5,000. The principal value of estates 
as certified by the Valuation- Office was in total 
considerably higher than the value brought in by 
accounting parties. In Scotland it was over 15 per 
cent higher, in England and Wales only 9 per 
cent. The number of valuations of property 
transferred under inter vivos gifts has remained 
fairly constant for the past seven years, as has 
the total value of such gifts. In 1952-53 there were 
12,802 valuations in Great Britain, producing a 
total value of over {21 million as certified Si the 
Valuation Office. ` 

Notwithstanding the great rise in the E 
of back duty cases, the statistics of which we 
reviewed in our issue of December roth, 1953, the 
criminal prosecutions by the Inland Revenue.in ` 
1952-53 showed a slight decrease in comparison ` 
with the previous year. Seven prosecutions were 
instituted in respect of false accounts and returns, < 
and were all successful, Equally successful were 
25 prosecutions for false claims for reliefs. Other 
prosecutions brought the total up to 60, and 
only 5 were unsuccessful. The numbers are 
of: course minute in comparison with the large 
number of cases in which pecuniary settlement ` 
was allowed. -There is a growing feeling abroad 
that the ability of the richer taxpayer to buy im- 
munity from the consequences of his frauds is 
anachronistic. 

In the course of the year under review, the | 
staff of the Inland Revenue fell from 53,260 to ` 
51,756; with a decrease of 1,628 in the Valuation 
Office, and an increase of 109 in the Chief 
Inspector’s Branch. Recruitment to the taf 
inspectorate showed a much-needed improve- 
ment, A ‘special competition open only to 
university honours graduates produced 135 suc- 
cessful candidates, while other: recruits came from 
the usual sources. a oe 
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-CUSTOMS AND EXCISE REPORT 


T HE report of the Commissioners of 
Customs and Excise for the year 1952- 
53° was published the day after the 
Inland Revenue report for the same year. The 
amount paid into the Exchequer was £1,764 
million, an increase of £12 million over last year, 
and an all-time record. The report points out that 
this represents 40 per-cent of the total of central 
government taxation for the year. The rise- was, 
largely attributable to the increase of 7$d a gallon 
in the tax on petrol which was imposed by the 


1952 Budget. Notwithstanding this somewhat - 


drastic increase, the consumption of petrol 
‘actually rose; the total increase in yield ‘being 
£74 million, or more than 33 per cent, over the 
preceding year. No doubt this was contributed 
largely by the purchasers of the many new cars 
which came on to the market. 

\The receipts from tobacco duty rose from 
£613 million to £616 million, which represents 
about 220 million pounds weight of tobacco. The 
basic rate of duty is a little under £3 per pound, 
with a reduction for Commonwealth tobacco. 
Home-grown tobacco on which duty was paid, 
amounted to less than 200 pounds. This readiness, 
even eagerness, to pay a colossal tax on what is 
still essentially a luxury, is one of the most 
tremarlable phenomena of our tax system. If ever 
this painlessly collected tax should cease to be 
available, it is frightening to imagine what 
fiendishly complicated and crushing ‘excess’ 
profits levy or duty or tax would have to be 
devised in order to fill the gap. There is perhaps 
the consolation that if the hundreds of millions 
now spent on tobacco were devoted to necessities, 
the welfare services of the State might cost 
considerably less. As things are, no Chancellor 
can be blamed for tapping this rich source. 


There was a slight fall in the consumption of 
beer, and the yield of duty fell from £261 million 


to £256 million. This decline in beer consumption 
has been going on since 1945 and no doubt 
reflects the greater availability of other goods 
Kvhich compete with beer and also perhaps a 
change in social habits. The duty is over six 
times the pre-war figure however, and there is 
no doubt that a substantial reduction in duty 
would send up consumption considerably. 

1 Cmd. 9031. H.M.S.O. 6s net. 
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Reductions. in purchase tax rates in the 1952 
Budget have of course been reflected in the yield 
of duty. There was a fall from £337 million to 
£314 million. The fall would have been greater 
but for the greatly increased yield from the 
purchase tax on motor-cars which became . 
available for the home market in much greater 
numbers than before. Road vehicles, mcluding 
cycles, accounted for {71 million, with clothing, 
as the next most productive source, a long way 
behind. Of course, a great many road vehicles are 
used in business and a good deal of the purchase 
tax may go back to the taxpayer in the form of ` 
reductions in direct taxation as a result of capital 
allowances. 

Another buoyant item is the revenue from 
football and similar pools, which at £20 million 


for 1952-53 represented an increase. of some 


£3 million. The increase reflected a rise in the 
turnover of the pools from {58% million in 
1951-52 to £68 million in 1952-53. A fall in the 
revenue from greyhound totalizator turnover is 
said to be traceable partly to lower receipts in 
those months when adverse weather conditions 
affected attendances. The revenue from this 
source is in any case quite small; less than 
£7 million. | 

The report observes that smuggling offences 
continue to be committed on a considerable scale. 
The number of seizures made in the year were 
24,167; while 1,647 convictions were secured. 
Nearly half the seizures were of tobacco or 
Spirits, 19,000 pounds of the former and 437 
gallons of the latter. The Department having ` 
newly taken over from the Royal Ulster Con- 
stabulary the preventive -work on the land 
boundary of Northern Ireland, was faced with 
entirely new problems. The most pressing of them ` 
was how to overcome 

‘the obstructive, and at time violent, tactics of 

organized gangs of smugglers engaged in running 

large cargoes of contraband across the Border by 

car and lorry’. ` 
It was decided that all patrol cars should be 
equipped with wireless to enable them to call up 
immediate assistance. This is rather different 
from the polite question, ‘Have you anything to 
declare?’ which welcomes the returning holiday- 
maker at Dover. ~ ; 


108 


THE ACCOUNTANT 


January 30th, 1954 


NOMINEE SHAREHOLDINGS 


TAKE-OVER BIDS 
by S. D. TEMKIN, M.A., LL.B. 


over’ bids has caused attention to be 

directed once again to the question of 
nominee shareholdings, since, it is said, parties 
whose aim is to overthrow existing management 
can infiltrate a company encased in a kind of 
Trojan Horse. 

Ever since 1862, English company law has 
prohibited the entry upon the register of members 
‘of notice of any trust, express or implied, or 
constructive. A nominee is a trustee, whose usual 
function is to conceal the identity of the beneficial 
(i.e. the real) owner. Such an owner, curtained 
off from the vulgar gaze by a nominee, is in the 
same position as a charitable institution or a 
widow interested in a trust estate: his existence is 
not recognized by the register of members. 


H UBLIC discussion on the propriety of ‘take- 


Protection of Beneficial Owners 


This 1s not to say that the beneficiary under a 
trust cannot protect his interest. He can serve on 
the company a notice in lieu of distringas under 
Order XLVI, Rules 3-11 of the Rules of the 
Supreme Court, with the result that the beneficiary 
will receive notice of any attempt by the trustee 
to deal with the shares. However, the protection 
of widows and orphans from the designs ‘of 
fraudulent trustees is not what we are concerned 
with here, but rather the protection of companies, 
and those connected with them, from the use — 
or abuse — of the trust principle. 
The taking of shares in the names of nominees 
has been attacked on various grounds. It evades 
the principle of publicity of ownership which 
Parliament has written into company law — 
publicity as between members, and publicity 
between members and those with whom the 
company trades — so that members should know 
who are their co-owners, and traders should know 


the credit-worthiness of those who form the 


company. - 


Partial Disclosure 


A further objection to nominee holdings is that 
they enable directors or other ‘insiders’ to traffick 
secretly in a company’s shares on the basis of 
information not revealed to other shareholders. 
These ‘arguments were laid before the Cohen 
Committee which recommended legislation for 


partial disclosure — namely, that the fact that a 
holder was a mere nominee should be revealed, 


— re 


but not the identity of the beneficial owner ` 
except where he owned more than 1 per cent of | 


the capital. Effect was not given to these recom- 
mendations. 

However, the Committee’s recommendations 
as to the investigation of the membership of the 
companies (to be dealt with in greater detail 
below) did become law in 1947. Since then, 
‘take-over’ bids have become fashionable, and, 
already mentioned, the fact that by taking shares 
in the name of nominees, financiers can acquire a 
position of dominance unknown to their fellow 
shareholders or the company’s directors, is now to 
be added to the armoury of those who would 
press for a change in the law. However, the 
President of the Board of Trade has made it clear 
in the House of Commons that there is no 
prospect of amending legislation.* 


Appointment of an Inspector 


The power in the Board of Trade to appoint an | 


inspector to investigate ownership of a company ` 


is conferred by Section 172 of the Companies e 


Act, 1948, and was invoked for the first time in ` 


connection with the affairs of the Savoy Hotel~< 


Group. 
Mr J. B. Lindon, Q.c., was able within a matter 
of days to produce a report showing the true 


identity of the person who had been buying up . 


Savoy shares. Under Section 172 the Board of 


Trade may, of its own motion, and must on the. 


application of 200 members, or the holders of not 
less than one-tenth of the issued capital, 


‘appoint one or more competent inspectors to 
investigate and report on the membership of any 
company ... for the purpose of determining the 
true persons who are or have been financially 
interested in the success or failure (realor apparent) 
of the company or able to control or materially to 
influence the policy of the company’. 

4 


The inspector’s' powers may 


‘extend to the investigation of any circumstances 
suggesting the existence of an arrangement or 
understanding which, though not legally binding, is 
or was observed or likely to be observed in practice 


ee 
1 Hansard, December 8th, 1953. Oral Answers, Col. 1795. 
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and which is relevant to the purposes of his in- 
vestigations’. (Section 172 (3).) 
The Inspector has power to examine on oath, and 
the refusal to answer questions or to produce 
documents can be dealt with as if it were contempt 
of Court. . (Section 167). Section 174 places in the 
hands of the Board of Trade a further drastic 
sanction in connection with such an investigation. 
“Where . . . it appears to the Board of Trade that 
there is difficulty i in finding out the relevant facts 
about any shares ~. . and that the difficulty is due 
wholly or mainly to the unwillingness of the 
persons concerned . . . to assist the investigation’ 


the Board may order the shares to be subject to ~ 


the following restrictions: 


(a) any transfer of those shares . . . shall be void; 

(5) no voting rights shall be exercisable in respect 
of those shares; 

(c) no further shares shall be issued in right of 
those shares or in pursuance of any offer made 
to the holder thereof; 


(d) except in a liquidation, no payment shall be 


H made of any sums due from the company in 
respect of those shares, whether in respect of 
capital or otherwise. 


Restrictive Orders 


It is obvious that shares in respect of which 
the Board of ‘Trade makes such an order become 
a mere shell, the inner substance having been 
removed. Section 174 clearly envisages that a 
restrictive order may be used as a lever to force 
the holder to part with his shares since he can 
appeal to the Court against the order, and both 
the Court and the Board of 'Trade in directing 
that an order shall cease to have effect may make 
such an order with a view to enabling the shares 
to be transferred. 

It is clear from the foregoing that the directors 
of a company who fear infiltration by unknown 
interests at least have the means of uncovering 
them. But prevention is better than discovery, 
especially when the latter process involves the 
intervention of a Government department, with 
the possible publicity attendant thereon. 

Are preventive measures available? Can a 
company prohibit the holding of shares by 
nominees, or compel them to disclose the identity 
of the beneficial owners? ‘The wording of Section 
117, referred to earlier, should not lead directors 
to assume that protective armour is not available. 


Internal Regulations 
Subject to the overriding requirements of the 
Companies Act, a company can adopt as articles 
of association internal regulations of its own 


choice, and there appears to be no insuperable 
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difficulty in the way of compelling holders to 
disclose whether they are nominees and, if they 
are, for whom they are holding. Of course, boards 
of directors cannot enforce such regulations by 
bringing down upon the shareholders penalties 
laid down by public law such as are available to 
restore the failing memories of those to whom 
they are addressed. Nevertheless, the draftsmen 
should be able to furnish directors with sanctions 
similar in effect to those mentioned in Section 
174 and, further, give them a power of sale over 
the shares held by a recalcitrant nominee. 


Private and Public Companies Affected 


Problems of this kind affect private as well as 
public companies. The articles of a private 
company usually give the directors an absolute 
discretion in accepting or rejecting the transfer of 
shares, and when called upon to exercise that 
discretion they may be on their guard to see that 
the transferee is the beneficial owner. However, 
that does not guard against the transferee giving 
untrue information or parting with the beneficial 
ownership without seeking to register a transfer. 


If it is desired to guard against these possi- 
bilities, special articles would have to be adopted. 
Especially with regard to companies whose shares 
are quoted on the London Stock Exchange, 
considerations of policy other than bare legality 
would have to be borne in mind. The Stock 
Exchange frowns on any clause that interferes 


with free marketability, and clauses which give 


too much power to directors to refuse transfers 
might conceivably prevent the giving of a quota- 
tion. It is, of course, unlikely that any scheme 
for dealing with nominees could be made water- 
tight; but articles devised by a company for its 
own protection would be ‘tailor-made’ and 
conceivably more suited to its general needs 
than legislation of general application. 

This question of nominees, though older than 
the recent fashion in ‘take-over bids’, has had 
attention drawn to it because of them. In the 
House of Commons on December 15th the 
Chancellor of the Exchequer was asked what 
action he proposed to take in the matter of ‘take- 
over bids’. Mr Butler’s answer demonstrated both 
charm and skill. He indicated that while ‘some 
are in the normal course of business’, yet there 
are others ‘which may be open to criticism on 
several grounds’, and wound up by indicating 
that the President of the Board of Trade and 
himself were ‘keeping a close watch on these 
events’ and would ‘consider if there is any further 
action which the Government should take’. 
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IN THE FACTORY 


by ROBERT W. WISHART, A.C.W.A. 


that ‘the efficiency of the factory has replaced 

the provision of information for price-fixing 
as the principal objective of the cost accountant’s 
activities’ .+ 

But this assertion is not likely to throw the 
industrial accountant into a panic. There has 
been a distinct bias in the direction of the work- 
shop for many years, and by training and 
experience the competent industrial accountant 
is master of the situation. 

What has happened is not so much a change of 
policy on the part of the industrial accountant as 
an adjustment, a fuller appreciation by manage- 
ment — assisted by the research work of the Anglo- 
American Productivity Team — of the contribution 
that can be made by the accountant in industry. 
It is now being realized that he is the one 
executive best suited to provide information on 
the financial effect of any proposed action. 


I: has been claimed, and I feel rightly so, 


Achieving the Desired Result 


To achieve this desirable result, and if he is 
to do his job properly, he must be familiar with 
ordinary workshop practice not only as it affects 
his industry in general, but in particular his 
own firm and the problems peculiar to it. It is, 
therefore, my intention to indicate briefly how 
the industrial accountant can apply his knowledge 
of the workshop to some of the everyday prob- 
lems that will beset him in the course of his 
duties. 

First, however, I would like to fill in the back- 
ground to the main picture and so bring into 
perspective the point at issue -~ the industrial 
accountant in the factory. I must emphasize 
that the industrial accountant can no longer be 
‘regarded as a mere cost book-keeper with an 
interest in budgetary control and standard 
costing. To treat him as such would be to leave 
untapped a great deal of his capabilities. His 
training has fitted him for a wider field of 
activities. His interests are more varied than the 
efficient control of ledgers and the preparation 


- 1 Mr Stanley J. D. Berger, M.C., ¥F.c.1.8., Director, the 
Institute of Cost and Works Accountants, i in a paper read 
at a conference of the Chartered Institute of Secretaries at 
Bournemouth, on September 24th, 1953. 


and submission of periodically prepared state- 
ments, diagrams, graphs and charts, important as 
these aspects of his work undoubtedly are. 

By all means let him take pride in his bookwork, 
in the prompt manner on which he handles 
routine reports and on the accuracy of which he 
would stake his next month’s salary. That is all 
very commendable and worth encouraging. But 
he must not lose sight of the fact that his sphere 
of influence has grown, that his usefulness to 
management has extended to the factory. 

To put it in another way, he should be found 


‘on the shop floor investigating bottle-necks 


caused by the limitation of existing plant re- 
sources. He should be capable of getting to the: 
root of the matter with the minimum of delay 
and without giving the impression of interfering 
in someone else’s domain. 

Now to the experienced industrial accountant, 
all this will appear somewhat elementary, and I 
ask his forbearance. To the young man at the 
beginning of his career this strange new world 
will no doubt appear forbidding and confusing, 
if not entirely foreign to his conception of an 
industrial accountant’s duties.. 


Efficient Manufacture 


Let us take a quick look at the position as it 
exists. If you are in engineering, then engineering 
is your line irrespective of your immediate 
interest in wages, stores audit or costing. All of 
these tasks are just the means to one end — the 
efficient manufacture of engineering products 
whether they are machine tools, water-pumps or 
agricultural implements. . 

Your employer may be an owner-manager 
with a few hundred workers in his factory, or he 
may be the managing director of a concern 
employing thousands of work people. But 
whether he is answerable to his own conscience 
or to his company’s shareholders, he has to make 
decisions in the course of his working day. He 
has to exercise control over the undertaking as a 
whole. And if he is to operate successfully he 
must have information, much of which will be 
of a semi-technical nature. The supply of 
information must come from you. 

Actually the need for this new approach to the 
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work of the factory has arisen out of economic 
conditions. Better goods and more of them at 
lower cost is the universal cry. But at the same 
time we must maintain the standard of wages to 
the workers. The solution, therefore, must be 
found in the improved use of the firm’s resources. 

Consequently, in the course of your work you 
will find yourself taking part in a series of 
questions and answers; your superior asks the 
questions and you are expected to provide the 
answers. 


Applying Your Workshop Knowledge 


The first question may take this form: ‘Could 
a jig be used on x job instead of “marking-off”? 
2 If you are thoroughly acquainted with your 
job there is no need for you to keep someone 
else off his work to explain to you what a jig is 
or to draw a rough sketch of one for your benefit. 
From your knowledge of the workshop you should 
, be aware that-.a jig is a device that is often used 
‘to avoid the tedious and expensive operation of 
‘marking-off’. 

The jig, in all probability, is expensive to 
make — labour-saving devices usually are — and this 
has given rise to the problem on which you have 
been asked to report. So there is your first clue — 
the cost of making the jig. This in turn suggests 
the cost of using semi-skilled labour to operate 
the jig, and this should, of course, be compared 
with the cost of employing a skilled man to 
‘mark-off’ each unit of the job. 

Then there is the question of spreading the cost 
of the jig over as many units of work as possible. 
How many units must be produced before the 
jig starts to pay its way? Will the jig be useful 
for other work after this particular order is 
finished? 

I have dealt with this example rather fully, 

although the answer is still imcomplete. What 
. remains is of a purely clerical nature and I feel 
enough data has been given to enable you to 
follow this problem to its logical conclusion. My 
intention was to treat the more practical aspect 
of the question and I think this has been reason- 
ably well brought out.. 


Points to be Considered in 

ge Replacement of Machines 

A problem of a different nature, but one that is 
frequently engaging the minds of industrial 
accountants, is whether to install a new machine 
in place of an old one which still has a few years 
of useful life to run. Here again the profit or loss 
aspect 1s involved. But you must also consider 
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the improvements offered by the more up-to-date 
machine, for it is never economical to install 
the same model as the one it is proposed ‘to 
replace. 

Speeds and feeds are important. An increase in 
speed suggests a greater output while an increase 
in feed ‘means the work is also fed to the cutting 
tool at a greater rate. The new machine may be 
one of a series that the management have in 
mind. If it has a built-in motor there is every 
possibility that the present line-shafting with 
its belts and pulleys will be eliminated. This will 
mean a considerable saving in maintenance 
charges. The removal of the shafting will result 
in better lighting. It will also mean the removal 
of a potential accident source. 

On the liability side is the length of time that 
will elapse before the makers can supply the 
machine. There is the cost not only of the new 


machine but of the removal of the old machine, 


the digging and preparation of a new bed and the 
installation charges for fitting-up the new 
machine. 

In your report to management all these points 
must be considered. And, as I have stated, the 
industrial accountant on top of his job is the one 
who knows sufficient about the working of his 
factory to supply the information that suits the 
conditions as they exist in regard to the prokem 
on hand. 


British Standards Specifications 


Finally, if you are unfamiliar with the standard 
specifications of your industry, learn something 
about the good work being done by the British 
Standards Institution. It would never do if you 
suggested to your factory engineer that it would be 
more economical to use a single colour of paint 
for all pipes, conduits, ducts and cables. In one 
respect you would no doubt be correct. But the 
variety of colours now being used facilitate 
inspection and, what is possibly more important, 
make mistakes less likely. 

The assortment of colours are in fact a B.S.I. 
standard, and are as ‘follows: 


Type of service Standard colour 
Air White 
Drainage Black 
Electricity Orange 
Gas Deep Cream 
Oil Light Brown 
Refrigeration French Grey 
Steam Crimson 
Water 


Azure blue 
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- DAYS FROM MY DIARY 


by A MARTYRED ACCOUNTANT 


Foreword — Would not have it thought that lady 
wife’s criticism (mentioned in last entry) was only 
reason for recent silence. Others have undoubtedly 
been prolonged absence on brewery audit, followed 
by festive season; nor need unkind readers (if any) 
urge pen-name adjustment to ‘plastered accountant’. 
Have in fact been sober and so industrious that 
renewed outbreak would not have occurred but for 
Aunt Mabel’s present — brand new diary. Having 
profited by data about Golden Number, Epact, 
Fathers’ Day, St Swithin’s Day and Feast of Taber- 
nacles, felt book should have further use; hence the 
following: 


Friday, ist- Deal with post, then pause to choose 
new calendar from assortment provided by more 
gruntled clients; wall now adorned by comely wench 
who should be ashamed of herself but obviously is not: 
Ear-mark for senior pattner calendar with daily 
mottoes, first of which reads ‘never put off for two 
months what can be done by end of next week’. This 
manifestly designed for accountants’ senior partners, 
but to make sure, peep at Saturday, January 2nd — 
as expected, a blank. 


Monday, 4th ~ New experience — receive (and read 
before realizing nature) anonymous letter. This 
informs me, as new auditor of W. Ltd, that K. (works 
. director) is receiving secret commission on purchases 
from N. Ltd. Throw thing away, start wondering, 
retrieve it. Acute mental discomfort; must my 
appointment be marred by immediate unpleasantness? 
Is not K. son-in-law of chairman? Am I watch-dog or 
bloodhound? Decide thing must be tested; best 
method probably comparison of N. Ltd’s prices to 
W. Ltd with normal market prices. Drop in and turn 
up purchase records. Find N. Ltd is W. Ltd’s sole 
supplier of. diaphragmal larvoids. About to expose 
abysmal ignorance by making inquiries, when notice 
abnormally large discounts on statements. Take bull 
by horns and go to see K., large pugnacious gentle- 
man. Yes, these discounts are really special. com- 
mission under working arrangement. Tell him, not 
without apprehension, about letter. Something dawns, 
‘Always talk to old N. about my commission,’ he says. 
‘Seems that someone listens in, and I know who 
someone is!’ Expression on K.’s face leaves me sorry 
for someone. — N.B. Find out what GE 
larvoids are for. 


“Wednesday, 6th — Enjoy financial wrath in daily 


newspaper on subject of a bank’s unchanged dividend. ` 


Measures urged upon shareholders most instructive, 
viz.: refusal (a) to pass accounts; (b) to re-appoint 
auditors; and (c) to re-elect directors, in that order. 
Find proposal (b) quite astute; present auditors may, 
however, be saved by failure to mention special 


notice required by Section 160, Companies Act. 
Otherwise no doubt they will be replaced by really 
up-to-date firm who will make increased dividends 
main item in audit programme. Feel this branch of 
auditing sadly neglected, would like to suggest 
Institute course — or perhaps one for city editors. 


Saturday, 16th — Nice day. Walk home from station 
in reflective mood — how pleasant it would be to 
escape from own and others’ money troubles, from 
today’s ubiquitous accounting! And how impossible! 
Somewhere cost is recorded of paint on this railway 
gate, of upkeep of this foot-path, of erecting those 
telegraph poles; certain Farmer F. keeps exact 
figures for what grows or feeds in these fields, of the 
hedging and ditching, and of rents and repairs of these 
cottages; and even passing through churchyard, 
cannot pretend there are no accounts in vestry. Only 
beyond own garden gate feel comparatively frée fro 
figures; for equivalent of busman’s holiday is not my 
cup of tea. Lady of house enters same just ahead of 
me, greets me in doorway. “By the way, Mart,’ she 
says (Well, you see, wives always shorten names, 
even pen-names), ‘we’re going to keep some accounts. 
Won't that be nice? She reminds me of my un- 
successful attempt, when we married, to get her to 
record her housekeeping; now she has changed her 
mind; she will account for housekeeping, I will 
account for own expenditures. ‘Thus she will prove 
that her allowance is not enough, while I prove that 
I spend too much on cigarettes. Look at her with 
renewed admiration and observe she is wearing very 
small, and therefore very expensive, new hat. 


Thursday, 21st — Reading summary of Revenue 
Commissioners’ 1952-53 Report, try to see into 
haze of figures with fresh eye unstaled by custom; 
dimly emerges vast, unwieldy incubus of our direct 


, taxation, as it might have appeared, say, to Pepys or 


Evelyn. Will monstrous growth persist, or will it 
slowly die from undernourishment? Note signs that 
family of Mother Goose, on which it preys, will soon 
lay nothing but cupro-nickel eggs. Turn page of 
newspaper, read more outcries from bankers. 
Accustomed reasoning says, major part at least of 
present revenue must be got somehow, and taxes on 
income plus capital levy at death is fairest way. But 
is it? Has idea of substituting expenditure tax for 
income-tax been sufficiently studied? Purchase tax. 
and distribution charge only misapplications of main 
principle, which really would encourage saving. 
Practical snags no more than those of modern income- 
tax in eyes of, say, Pepys or Evelyn. Toy with notion 
of writing erudite treatise on subject. ‘Then recall 
extent of own expenditure and decide to leave it to 
some less martyred accountant. 


w 
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WEEKLY NOTES 


The Institute’s Examinations 


In the examinations of The Institute of Chartered 
Accountants in England and Wales held last Novem- 
ber, there were 856 candidates fcr the Final, of wnom 
385 (45 per cent) passed and 471 failed. In the May 
1953 examination 47 per cent passed. 

The First Certificate of Merit, the Institute Prize, 
the W. B. Peat Medal and Prize, the William Quilter 
Prize, the O. C. Railton Prize for the year 1953, and 
the Plender Prizes for the Auditing, English Law 
(Part I) and the English Law (Part II) papers were 
awarded to Mr Walter Max Hoffman, of London. 

The Second Certificate of Merit, the ‘Walter Knox 
Scholarship and the Plender Prizes for the Advanced 
Accounting (Part II) and the Taxation papers were 
awarded to Mr Hyman Arnold Sherman, of London, 
and the Third Certificate of Merit and, with one 
other, the Frederick Whinney Prize, to Mr Thomas 
Anthony Tansley, of Bedford. 

In the Intermediate examination there were 950 


‘candidates, of whom 424 (44°6 per cent) passed and 


526 failed; in May 1953 49°6 per cent passed. 

The First Certificate of Merit, the Institute Prize, 
the Robert Fletcher Prize, the Frederick Whinney 
Prize, and the Plender Prizes for the Book-keeping 
and Accounts (Limited Companies) and the Auditing 
papers were won by Mr Deryck Botterill, of St 
Austell. The Second Certificate of Merit was won by 
Mr Colin Ian Brown, of London, and the Third 
Certificate of Merit and the Plender Prizes for the 
Book-keeping and Accounts (Executorship) and the 
General Commercial Knowledge Papers, by Mr 
Harold Minshull Grace, of Liverpool. 

In the Preliminary, a total of 167 candidates sat, 
of whom 58 (35 per cent) passed and 109 failed; in 
the May 1953 examination 41-6 per cent passed. The 
Deloitte Prize for the year 1953 was awarded to 
Mr Malcolm Edward Favell, of Epsom. 

The names of successful candidates in all three 
examinations, together with a summary of the results, 
appear elsewhere in this issue. 


The Society’s Examinations 


In the examinations of The Society of Incorporated 
Accountants and Auditors held last November, four 
candidates were awarded honours in the Final, the 
First Certificate of Merit and First Prize being won 
by Mr Donald Frederick McPhee, of Manchester. 
The Second Certificate of Merit was awarded to 


, Mr Robert Baden Field, of Elgin; the Third Certificate 


of Merit to Mr James Llewellyn Jefferys, of Chatteris; 
and the Fourth Certificate of Merit to Mr William 
Bunn, of Newcastle upon Tyne. 

There were 735 candidates in the Intermediate 
examination, of whom 261 (35°5 per cent) were suc- 
cessful, three candidates being awarded honours. 
The First Certificate of Merit and First Prize were 


won by Mr Alan Robert McCredie, of Coventry; the 
Second Certificate of Merit by Mr Paul Stephen 
Gladstone Savage, of Brighton, and the Third 
Certificate of Merit by Mr Jack Liversidge, of Leeds. 

In the Preliminary examination, 133 candidates 
sat, of whom 51 (38 per cent) were successful. 

A list of the successful candidates in the Final 
(Parts I and II) examination, together with a com- 
plete summary of the results, appears elsewhere in 
this issue. 


The Institute of Municipal Treasurers and 
“4 Accountants’ Examinations 


A total of 596 candidates sat for the examinations of 
The Institute of Municipal Treasurers and Account- 
ants held last November, and of these, 32 per cent 
were successful. In Part A of the Final examination 
80 candidates (28 per cent) passed, while in Part B 
48 (51 per cent) were successful. There were 220 
candidates for the Intermediate examination, of 
whom 62 (28 per cent) passed. 

Places and prizes have been awarded on the com- 
bined results of the May 1953 and November 1953 
examinations and the leading places have been 
awarded as follows. In the Final examination, the 
First Place, the Arthur Collins Memorial Gold 
Medal and the Institute Prize were awarded to Mr 
Frederick Thomas Haynes (Camberwell M.B.); the 
Second Place and Prize to Mr John Richard Brails- 
ford (Doncaster C.B.), and the Third Place and 
Prize to Mr Colin George McMillan (Liverpool C.B.). 

In Part A of the Final, the Philip Howes Memorial 
Prize for Local Government Finance was won by 
Mr Leonard Richard Gray (Great Yarmouth C.B.), 
and the John Elliott Memorial Prize for Advanced 
Accounting by Mr John Richard Brailsford (Don- 
caster C.B.). 

In Part B of the Final, the President’s Prize for the 
highest marks was won by Mr Roy Sidebotham 
(Hyde) and the G. A. Johnston (Dundee) Prize for 
Statistics by Mr Colin George McMillan (Liver- 
pool C.B.). 

In the Intermediate examination, the First Place 
and Prize were won by Mr Percy James Thomas 
Vayro (Derbyshire C.C.). 

A list of successful candidates in the Final (Parts 
A and B) examination, together with a summary of 
the results, appear elsewhere in this issue. 


Two Important Decisions Against the Crown 


Two decisions of the House of Lords in favour of 
the taxpayer are reported in The Times of January 26th. 
In the first their lordships dismissed an appeal from 
the decision of the Court of Session in Wilsons 
(Dunblane) Ltd v. C.I.R. (31 A.T.C. 339). In 1944 
the sole proprietor of a wool-spinning business took 
his two sons into partnership, the books of the 
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business at that time showing the written-down figure 
of £8,000 for computing wear and tear allowance on 
the plant and machinery. Exactly one year later the 
partnership sold the business to a company controlled 
by the three members of the partnership, the plant 
and machinery being transferred to the company at 
the price of £17,554, which was agreed to be its 
open market price at the date of the transfer. As 
from April 6th following the company was assessed 
to income-tax on the figure of £8,000 for wear and 
tear allowance. The House of Lords held that the 
Income Tax Act, 1945 (see now Income Tax Act, 
1952, Sections 327 and 339 and Schedule XIV), did 
not apply: even though the buyer and seller were not 
at arm’s length, and the sale was therefore suspect, 


it appeared that it was in fact made at the market ` 


price and, if so, it should be treated as genuine. In 
the second case, Sneddon and Others v. Lord Advocate, 
their lordships (Lord Keith of Avonholm dissenting) 
allowed an appeal from the Court of Session in 
which trustees claimed that estate duty was payable 
only on the sum of £5,000 settled by the deceased 
within five years of his death and not on the value 
of shares purchased with that sum and valued at 
£9,250 at the date of the deceased’s death. Construing 
Sections 2 (1) (c) and 7 (5) of the Finance Act, 1894, 
their lordships held that what was subject to duty 
was what the deceased settled, and not something 
into which it was subsequently converted. They 
considered that the position was no different because 
the gift was held for persons in succession, and held 
In re Payne’s Declaration ([1 940] x Ch. 576) wrongly 
decided. 
The Randall Report 


On its return to office after a very long period in 
opposition, the Republican party in the United 
States had to decide upon the kind of foreign economic 
policy it was desirable to adopt. The recommenda- 
tions of the Randall Committee, which was entrusted 
to make a report to the President on this subject, 
have therefore been eagerly awaited, not only in the 
United States but also in those countries which have 
a dollar problem. 

The committee’s report was issued last week-end 
and, although President Eisenhower is reported as 
expressing his confidence that it provides a means 
of advancing the best interests of both America and 
the rest of the world, it has been received with some 
disappointment in most other countries. There are 
few signs that the United States is prepared to 
initiate a bold and progressive policy designed to 
assist its friends in pursuing their aims of “Trade, 
Not Aid’. True, a number of very useful relaxations 
ar> recommended — some lowering of tariffs (mainly 
_ on a reciprocal basis), a simplification of Customs 
procedures, abolition of the rule whereby commodity 
aid must be carried in United States ships, and some 
modification of the Buy America Act. But the 
members of the committee are strongly in favour of 
retaining adequate powers for protecting American 
industries. The report agrees the need for overseas 
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investment on the part of the United States but 
recommends that this should be undertaken by private 
investors and not from public funds. To further this 
end it is proposed that certain tax remissions should 
be given to overseas lenders and their loans guaran- 
teed by the United States Government — at least 
against some specified risks. But this latter recom- 


‘mendation was not unanimous. 


Perhaps the most satisfactory part of the report, so 
far as the United Kingdom is concerned, is its 
attitude towards convertibility of sterling. It recog- 
nizes its desirability but agrees that a rush towards 
full convertibility is not the best way. It realizes that 


before convertibility can be achieved considerable 


United States support will be necessary. 


More About the Censuses 


The Society of Incorporated Accountants and 
Auditors last week issued a memorandum which ` 


has been prepared for the committee appointed by 
the President of the Board of Trade to advise him 
about future policy in taking the censuses of produc- 
tion and distribution. In the space available it is 
possible only to summarize briefly the general tenor 
of the Society’s memorandum. 

The Society has found that its members hav 
experienced a good deal of difficulty in completing 
the census forms. This applies to the amount of 
detail required, the necessity of filling in quantities 
as well as value figures, the problem of fitting in the 
needs of the form with their own accounting practice 
and the difficulty of differentiating between produc- 
tion and, for example, merchanting activities in the 
way in which the form required. Questions on stocks 
seem to have caused a good deal of trouble. When 
asked if special statistical or accounting analyses 
were needed and if this was a costly item in terms of 
staff time, members offered divergent views. The 
general opinion seemed to be that it was a costly 
business whether the information was prepared by the 
company’s staff or by its accountants. Small businesses 
tended to feel the burden on their manpower resources 
but probably were less meticulous in filling in the 
form than larger companies, so that it is difficult to 
know whether the work was more expensive to the 
small than to the large concern. 

The Society’s returns from its members show a 
great lack of interest in the results of the censuses and 
the Society itself comments that management might 
make greater use of the results if there was a greater 
realization of their usefulness. 

A similar memorandum has been submitted by the 
Institute of Cost and Works Accountants. Many of 


their comments are similar to those of the Society. . 


On the whole there appears to be less emphasis on 
the cost of getting out the information, but there is 
the same lack of interest among members to be 


‘recorded. The Institute of Cost and Works Account- 


ants also stresses the large number of cases where 
estimates put into the census forms appear to have 
been guesses. 


ah. 
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REVIEWS 


Compound Interest-and Annuities-Certain 

by D. W. A. Donald, O.B.E., T.D., F.F.A. 

(Cambridge University Press, London, 2os net) 
The author of this new text-book makes no attempt 
to outshine the immortal Todhunter, which is the 
standard work of reference on the subject of compound 
interest. His aim is to provide a simpler approach to 
the subject by cutting out the immediately inessential 
aspects which may be left to later and more advanced 
study. 

Mr Donald stresses the importance of clearly 
understanding the principles on which all interest 
calculations are based. He enunciates these and the 
methods of applying them in the first three chapters, 


. and then deals in succession with annuities, capital 


redemption policies, the valuation of securities, 
cumulative sinking funds, the effect of the incidence 
of income-tax on compound interest problems, 
varying rates of interest and the determination of 


Ke and the construction of tables. 


` caseg where his duties are not defined by statute he 


_ The text is liberally supplemented by practical 
examples and there is a series of exercises (with 
answers) and a set of compound interest tables to 
round off a work which, as well as being of consider- 
able value to students, is a challenge to their elders, 
who knew it all once but who, in the intervening 
years, have fallen ‘to dumb forgetfulness a prey’. 


Farming Records and Accounts 


by James Wyllie, O.B.E., B.Sc.(Agric.), 
N.D.A.(Hons.) 


(Butterworths Scientific Publications, London. 
30s net) 

In his preface the author states that this book is 
intended for several classes of people who are con- 
cerned in problems arising from farm management — 
farmers, professional accountants with agricultural 
practices, agricultural students and advisers on farm 
management. The intention is excellent, but after 
reading the 240 pages of print and the appendix 
consisting of 60 pages of.specimen accounts, we are 
left with an impression of some confusion. 

The main theme of the work stresses the need for 
management accounts and a proper use of costing 
and budgeting in the agricultural industry, while 
emphasis is placed on the service which the account- 
ant can render to the farmer. 

It is one thing to say what the accountant ought 
to do, but it is also important to remember that in 


looks to his client for his terms of reference. We agree 
that the accountant should try to educate his client 
to make the fullest possible use of the information 
contained in the accounts which he prepares, but all 
too often the only instructions he receives, par- 
ticularly from a small farmer, are, ‘I want you to 


do my accounts and see that I don’t pay too much 
tax’. It is a far cry from this situation to the ideal of 
preparing a comprehensive set of records covering 
every aspect of costing envisaged by Mr Wyllie. 

The book admittedly does not set out to deal with 
taxation; some of the few references made are 
unfortunately erroneous and would have been better 
omitted; to quote only one: 

‘It is true that for taxation purposes the farmer may 

charge against the farm up to {£120 a year for his 

wife’s services and that this amount, or most of it, 
will not finally be regarded as part of his taxable 
income.’ 

The appendix, where clear and logical examples 
would have been of great value, is somewhat dis- 
appointing. It would have been an advantage, in 
following the text, to have presented to the reader 
one comprehensive set of specimen accounts. In- 
stead, however, there are examples of final accounts 
for 1946-47, detailed costings for 1949-50 and partly 


` for 1643-44. The detailed costings purport to 


illustrate a farm with a large turnover and a net profit 
of nearly £5,000. In the same accounts a charge of 
£10 10s od for accountant’s fees is shown. If this is 
a bona fide example, it is hardly surprising that the 
professional accountant concerned should have failed 
to meet Mr Wyllie’s demands for the service which 
he should render to his client. Moreover, readers 
might well be apprehensive that such an example 
might disturb their own clients who are accustomed 
to a fair charge for a worth-while job. 

Much of what the author has to say on labour, the 


. employment of capital, management, and efficiency 


standards is of great value and interest. 


Carter's Income Tax, Sur-Tax and Profits Tax 
Fifth Edition 
by G. W. Murphy, B.A.(Com.), F.C.A. 
and F. A. Bailey, A.C.A. : 


(Gee & Co (Publishers) Ltd, London. es net) 


We welcome the bringing up to date of this very 
attractively prepared students’ introduction to a 
difficult subject. It has obviously been prepared with 
great care to assist the reader in grasping the 
important principles, avoiding the common error of 
introducing bewilderment by the use of too concise 
a style. The examples are very clear. 


Whitaker’s Almanack, 1954 


(J. Whitaker & Sons Ltd, London. Library edition 
(leather binding), 30s net; complete edition (cloth 
cover), 15s net; shorter edition (paper cover), 7s 6d ` 
net.) : 
Once again there is an increase in the size of Whitaker 
-the 1954 edition contains 1,190 pages — while for the 
first time in the almanack’s history there is a section 
of illustrations. Sixteen pages of photographs depict 
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the Coronation and its attendant ceremonies, and 
other outstanding events and personalities of the year. 

Much new material has been incorporated in the 
article on the United States of America; this includes 
information of particular interest to British readers 
on American labour and trades unions, and State 
and local government. Other items of interest in 
.the overseas sections include details on the recently 
constituted Federation of Rhodesia and Nyasaland, 
expansion of the article on Ceylon and a new article 
on Saarland. 

A number of other sections in the almanack have 
been extended and there is, of course, the usual 
annual review of events of the past year. 


SHORTER NOTICES 


Income Tax Law anD PRACTICE, twenty-fifth Edition, 
by Cecil A. Newport, F.A.c.c.a., and Oliver J. Shaw, 
Barrister-at-Law. (Sweet & Maxwell Ltd, London. 
27s 6d net.) Once again Messrs Newport and Shaw 
have brought this ever-popular and deservedly 


FINANCE AND COMMERCE 


Neither the strike developments in the electrical 
trades nor the opening of the Berlin talks appears to 
have unsettled stock-markets to any material extent. 
The undertone remains firm even though the volume 
of support may not be all that it has been recently. 
Conversion of the 1952-54 War Bonds is calculated 
to strengthen the gilt-edged market and pave the way 
for colonial loans. 


Writing Down 
At a time when the writing up of fixed assets 1s the 
talk of the day, Mr H. Nutcombe Hume, the chair- 
man of Associated British Maltsters Ltd, indicates 
that the board expect to write them down. Mr Hume 
is noted for his thoughtful and penetrating remarks 
on company finance and administration. We reprint 
his company’s accounts this week. 

The company, in the post-war years, has had to 
adjust itself to the adoption by the farming industry 
of the combine harvester which in broad terms has 
meant that it has had to take delivery of a grain 
harvest in bulk instead of by instalments as the grain 


was thrashed. Enormous silos had to be built to. 


store the grain and this development with new 
maltings took place during an ‘expensive period’. 

Despite liberal provision for depreciation, these 
assets, says Mr Hume, still stand in the books at 
high figures and it is largely for this reason that a 
£650,000 contingency reserve has been built up. 
The board now feels that it is time to use a sub- 
stantial part of this reserve to write down some of 
the fixed assets to a more economic value. It is 
expected that this will be done before the next 
balance sheet and the adjusted value will be used as 
the basis for future depreciation. 

"We had no alternative’, says Mr Hume, ‘but to 
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successful text-book up to date. Its usefulness has 
been increased by a revision and elaboration of 
the index. 


SIMON’S INCOME TAX SERVICE, THE FINANCE ACT, 
1953, edited by Butterworth’s Legal Editorial Staff. 
(Butterworth & Co (Publishers) Ltd, London. 
4s net.) This paper-backed booklet reproduces the 
income-tax, profits tax and excess profits levy pro- 
visions of the Finance Act, 1953, with annotations. 
There is also a summary ‘of the other provisions. 
Notes on such matters must present a difficult 
problem to their authors. All the same, we might 
wish that the notes on the more abstruse provisions 
should not consist merely of repeating the section 
almost verbatim. The arithmetical examples are 
helpful. 


RECENT PUBLICATION 


THE FINANCE OF LAND-OWNERSHIP, by W. Walker-Watson. 
x+245 pp. 84x54. 21s net. Frederick Warne & Co Ltd, 


London. 


carry on with our capital oe although se 
knew the cost was high. . / 


Bulk Delivery 


There is a further interesting development from the 
use of the combine harvester. Mr Hume points out 
that whereas the weight of malt resulting from a 
given weight of barley from the 1951 harvest was low, 
the 1952 harvest took place in generally favourable 
weather and barley from the 1953 harvest is also 
proving to be reasonably good. 

But the question of moisture content is so much 
more important today, he points out, when an ever- 
increasing proportion of the crop is combine- 
harvested. A formula has therefore been adopted 
which is designed to guard the company against its 


. buying an undue proportion of water instead of 


barley. 

This point about the moisture content is extremely 
important. One of the advantages of bulk delivery of 
malt, which the company is now introducing, is that 
delivery in this manner can be effected with an 
appreciably lower uptake in moisture than is normal 
for delivery in sacks. Bulk delivery, of course, also 
means a considerable reduction in handling charges 
at loading and delivery points. 

So far, bulk delivery is only beginning, but with ` 
customers altering premises to take delivery in bulk, 
the company now finds it a matter of urgency to` 
decide the best type of vehicle for the purpose. 


Stock Reserves 
The severe financial shaking up which companies 
engaged in the woollen industry have experienced in 
the recent past has directed very close attention to 
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the question of stock reserves. The West Riding 
Worsted and Woollen Mills Ltd has raised its revenue 
reserve ‘against effect of possible future fall in value 
of stocks and for contingencies’ by {£60,000 to 
£310,000 and the state of this reserve is brought fully 
to shareholders’ attention in the statement by the 
chairman, Sir John Keeling. 

Sir John emphasizes that consolidated stocks 
appearing at £4,603,199 were valued in accordance 
with accepted commercial principles and practice, 
and that consequently no stock reserves were actually 
required. He reminds them, however, that prudence 
dictated the creation of these reserves when wool rose 
to a dangerously high price a few years ago, their 
purpose being to cushion the effect of an anticipated 
fall in values. The fall took place but the losses 
incurred were taken care of out of current earnings 
without resource to these specific reserves, So, as he 
reported last year, {250,000 was transferred from 
these reserves to general reserves. 

This year, he points out, three courses were open. 
It would not have been imprudent, he says, to 
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4 
transfer the remaining balance of £250,000 to general 
reserves. Alternatively, they could have left them as 
they were as a sort of static provision against con- 
tingencies. There was a third course, however, which 
they decided to adopt and that was to treat them as 
reserves to be used, varying them from year to year, 


in the light of the total value of the stocks, the risk 
of future fluctuations in prices and all other‘relevant 


-factors. The effect of such future variations, Sir John 


states, will be dealt with in the profit and loss account. 
In this way, he says, they become disclosed reserves 
and take the place of those hidden reserves which 
conservative managements built up in the past but 
which are not permitted today. 


Money Market 


By raising the bid to £99 gs 6d the market obtained 
58 per cent of Treasury Bill requirements on January 
2and. Applications totalled £343,815,000 for the 
£210 million of bills available. The average discount. 
rate was {2 1s 11°78d per cent, the lowest since 
early December. This week’s offer is £220 million. 





\ 






































5 ASSOCIATED BRITISH MALTSTERS LIMITED AND SUBSIDIARIES 
` Consolidated Profit and Loss Account for the year ended August 31st, 1953 
Year to 
August 3!st, 1952 
£ £ ; É £ 
55,511 Trading Profit of the Group Se Se ‘ e S 297,316 
After charging: 
147,171 Depreciation of fixed assets aed on x 180,466 
111,803 Bank and other Interest ane è SS ` s Š š s 127,537 
2,406 Development and experimental expenses Ka ER EE ae “in, aa ae 5,197 
8,617 Contributions to employees’ pensions and life assurance scheme Si è Se 8,262 
£ Emoluments of directors of Assoclated British Maltsters Limited — £ 
6,250 Fees T Së ds ie Ss se SC Se 6,256 
25,435 Other emoluments: Salaries .. oA. 23 Se 26,564 
1,592 Commission .. sg gé 7 Ve dh 18,378 
1,000 Pension In respect of executive services of a past director 1,000 
34,277 : nn 52,192 
2,250 Auditors’ remuneration .. as si è 2,250 
= — Additional provision for deferred repairs des ` 7 f 24,864 
—_ Provislon for cose of collection of foreign debts s% A . A S 26,359 
3,264 Income from Trade Investments as Si er ; eg 3,711 
158,775 301,027 
Less: 
Taxation based on profits of the year: 
39,500 Profits tax ots a ‘iy Ss Se Se as EN Se ng is 29,300 
28,500 Income-tax including reserve for 1954-55, fess management expenses claim ,, oa Sa 153,700 
68,000 f 183,000 
Group Profit for the year after Providing ror Taxation deale with In the accounts of Assoclated 
90,775 British Maltsters Limited .. a ; as és Ke be i 18,027 
* 67,630 Balance brought forward from scenes year eg Ka é Wa Gs Sch gie [00,655 
156,405 Amount available for appropriation .. i Ss SS S Ach 3 218,682 
Dealt with as follows: 
Dividends for the year (less Income-tax) — ` 
15,750 On 6 per cent Cumulative Preference Stock ou es Ei SS Hi R Gs 16.063 
i 18,375 On 7 per cent ‘A’ Cumulative Preference Stock .. pa Ss Ss T SN DÉI 18,958 
23,625 Proposed [0 per cent on Ordinary Stock .. ee ty oe e ge oe 24,750 
57,750 59,771 
+ £100,655 Unappropriated Balance carried forward ... a Sei e ve g £158,911 
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CORRESPONDENCE 


Letters must be authenticated by the name and address of the writer, not necessarily for publication. 
The Editor does not necessarily agree with, or hold himself responsible for, the opinions expressed. 


The Accountancy Straight Jacket 
for Business Acumen 


Sir, ~ Reading through your issue of January gth, 
1954, I wondered in two different places whether we 
accountants are not straight-jacketing commerce and 
industry which used to develop more rapidly in 
following their natural lines. I did this wondering in 
reading the article “The “Rise and Fall”? Clause’ by 
Mr P. D. Taylor, and again in reading the article 
‘New Towns and the Profession’ by Mr G. R. 
Rawes. 


The ‘rise and fall’ clause can only have been 
invented by accountants preoccupied with the idea of 
recovering expenditure actually laid out. Whatever 
its merits in security (and therefore mediocre per- 
formance) for the contractor, the ‘rise and fall’ clause 
is a deterrent to buyers, particularly from overseas. 
Why cannot we have full-blooded tendering at fixed 

es and kill, before it is too late, this growing 
tendency to contracts with ‘rise and fall’ clauses that 
clog both business and book-keeping? 


In Mr Rawes’ article I read with alarm the follow- 
ing paragraph: 


‘From the accountancy point of view, it is import- 
ant that the costs of planning, engineering and 
architecture, including land acquisition, are properly 
apportioned between the various types of develop- 
ment. Otherwise the ultimate incidence of cost of 
the outlay involved may fall disproportionately as 
between house-tenants, industrialists or shop- 
keepers. As an example, the cost of certain lengths of 
roads and sewers which will serve both housing 
areas and an industrial estate, will have to be equit- 
ably apportioned. The part attributable to housing 
will become a charge on the house rents, whilst the 
part allocated to industry will have to be recovered 
from the ground-rents payable by industry. If the 
resultant rent-charge to either class is considered 
to be too high, having regard to what the “market” 
is able and willing to pay, then a modification of 
the original scheme of road and sewer works may 
have to be prepared.’ 


It is bad enough to hear that the accountancy point 
of view ignores the economics of pricing for joint 
products, but it is terrible to read that the calculation 
of a rent-charge based on accounting apportionments 
of cost may lead to physical modifications of the 
original scheme. Why cannot the simpler and 
‘economically sounder view be taken of charging the 
whole cost of roads and sewers to the whole estate 
and crediting the whole estate with the best rent 
obtainable from house. tenants, industrialists and 
shopkeepers. Where is the validity in, and the. virtue 
of, trying to tie up the rents for these respective 
classes with mathematical apportioned parts of the 


total cost of development? A very different answer, 
for example, is obtained from an apportionment on 
average lines from that obtained on marginal lines. 

I write this letter not in criticism of the interesting 
articles referred to, but in criticism of the attitude of 
mind which the prevalence of the accountants’ 
influence seems to be bringing about. This attitude 
of mind is conditioning people who are not account- 
ants to look for spurious accuracy in allocating costs 


-and easy security in facing them, Such an attitude of 


mind is damping and unenterprising to put it at its 
least; though I hope, before it is too late, that it will 
be recognized as the menace it certainly is to develop- 
ment and progress. 


I am, yours faithfully, 


Dublin. A. PAKENHAM-WALSH. 


Recommendation XV 


Sir, - You published in your issue of January 23rd, 
under the above heading, a rather odd letter whose 
eccentricities, one supposes, are due to Celtic 
effervescence overcoming normal accounting pru- 
dence. 

For example, your contributor ‘disposes’ of 
depreciation so thoroughly that he only needs to 
find the extra replacement cost from below the line. 
But if it is so easy to ‘dispose’ of the original cost, 
surely we can similarly ‘dispose’ of the extra replace- 
ment cost. Having discarded the baby, we might as 
well get rid of the bath water. i 

There are many other points that one might take 
up but I will restrict myself to one question. Has 
Mr Tombleson really never used any ‘suppositions’ 
when valuing stock-in-trade? If he has ‘disposed’ of 
this problem also, perhaps he will tell us how he did 
it? ' 

Yours faithfully, 


Birmingham. E. G. HILL. 


- Practising Accountants: Executorships — 
a Rapidly Developing Field 


Sir, — I was interested to read the reply by ‘1880 and 
All That’ (January 23rd issue) to my recent letter on 
the above matter. 

I am, of course, quite aware that accountancy 
examinations include papers on executorship law 
and accounts, and I have actually coached students 
for the chartered and other accountancy examina- 
tions in this subject. 

Further, I must beg to differ with your corre- 
spondent in that I did not say that the work is new 
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to accountants. What I meant to infer was that the 
accountancy profession as a whole is on the fringe only 
of this great field of potential professional activity. 

I realize quite well, of course, that some large firms 
‘are already undertaking this work to some degree. 
However, I am not so concerned about the large 
firms. | am more interested in the hundreds of small 
- firms and individual! practitioners to whom executor- 
ship in the next few years can, if the matter is handled 
by the accountancy councils sensibly and helpfully, 
provide additional work with a service to the public 
which will be welcome, speedy and efficient. 

This would also allow a large number of young 
_ accountants to become specialists in this work in the 
same way as we have specialist accountants in taxa- 
tion now. To me ‘banks and corporations’ are not a 
kind of wailing wall outside of which we must wring 
our hands. A large proportion of people whose estates 
will require executors and trustees already employ 
accountants in whom they trust. Surely the matter is 
in our own hands? 

But we do need leadership from those we have 
elected to represent us. 


Yours faithfully, 


Evesham, Worcs. WILFRED TULLETT. 


Depreciation of Gravel Pits . 


Sir, — We are acting on behalf of a. company which 
extracts, cleans, grades and sells gravel and sand. It 
is negotiating to buy some freehold land from which 
to extract further ballast and the contract may run 
into several thousand pounds. 

From the tax point of view it seems that the cost 
of the land will be a capital asset which will just 
waste away and, at the end of the operations, be 
worthless and for which no allowance can be obtained. 

This seems unfair but at the moment we cannot find 
any way by which we may charge against the money 
received from the gravel sold the cost of the gravel as 
purchased when part of the land. 

Can any suggestion be made to prevent the com- 
pany paying tax on, in effect, the gross proceeds, less 
raising and cleaning expenses. 

This company is at present empowered to buy and 
sell land. If this was altered to dealing in the land, 
would the following suggestion be practicable? 

The company to buy the land. As an area is worked 
out it is sold to another person, either to a director, in 
his capacity as a private person, or to a stranger as 
shooting land (this is possible). Naturally the sale 
price would be far less for the given area than was 
paid for its purchase. Therefore a loss will be made. 
This loss from dealing in land-to be set off against 
the profit from selling sand by Section 142 claim. 

_ But can a company be said to be ‘trading’ if it 
_ knows that a loss can be the only result? 


Yours faithfully, 
SANDY. 
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Apportionment of Dividend 


Sir, - We are in doubt how to deal with a rather 
substantial dividend which will be received by an 
estate with which we are connected. -~ 

The widow was entitled to the income of the 
estate and she died in September 1953. The dividend 
in question will not be received until June 1954, and 
will be for the year ended March 31st, 1954. Is the 
widow entitled to the proportion of the dividend 
from March 31st, 1953 to the date of her death, as 
the shares have now been transferred to other bene- 
ficiaries under the will? The dividend warrants will, 
of course, be made out in the names of the present 
holders. 

Yours faithfully, 


PERPLEXED. 


The Considerate Collector 


SIR, ~ A client of ours, a limited liability company of 
long standing, has received a letter, of which the 


A 


following is a copy, in respect of 1953-54 income-tax f 


due on a provisional assessment, which tax is, 
fact, much less than the computed liability. 


‘It would be deeply appreciated if you W 
favour me with a remittance to cover the duty detailed 
above by an early post please. If, however, there are 
any points or difficulties you desire to talk fover 
with me I shall be glad to discuss same with: you 
and try to help if you will favour me with an early 
call please. With thanks, I am, 

Yours faithfully, 
COLLECTOR OF TAXES.’ 


This seems to show a new attitude on the part of - 


at least one of the Revenue Collectors. We can think 
of one supreme difficulty which faces most taxpayers 
at this time of the year, and we wonder if this means 
that the Collectors are now authorized to help their 
clients in a practical way by advancing the funds 
necessary to meet the liability. 

Yours faithfully, 


London, Wr. W. H. BARNES & CO. 


The Accountants’ Christian Fellowship 


Sm, — May I be granted a small amount of your space 


to announce that the Committee has arranged the 
following two prayer meetings at St Mary Woolnoth, 
London, EC4. 
Tuesday, February oth (and not Monday the ch 
as previously intimated) at 5.45 p.m.; and 
Tuesday, March 2nd, at 5.45 p.m. 


R 
Thereafter it is hoped to hold similar meetings on 


the first Monday or Tuesday of each month. 
Yours faithfully, 


b BRUCE JONES, Hon Secretary. . 
THe ACCOUNTANTS’ CHRISTIAN FELLOWSHIP. 


Wembley Park, Middlesex. 
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TAXATION CASES 


A full report of the cases summarized in this column will be published, with Notes on the J udgments, 
in the Annotated Tax Cases, 


GER v. Universal Grinding Wheel Co- Ltd 


In the Court of Appeal 
November 27th, 1953 


(Before Lord Justice SINGLETON, Lord Justice 
BIRKETT and Lord Justice Hopson) 
Profits tax — Distribution — Redemption of preference 
shares — Premium on redemption — Amount applied 
in reducing share capital — Companies Act, 1929, 
Section 46 — Finance Act, 1947, Sections 30, 35, 36. 


- The respondent company issued preference shares 
of {1 each, which were redeemable at a premium of 
7s a share. In 1947 the company redeemed the shares, 
“and did so partly by an issue of new capital and partly 
by the application of profits. The premium of 7s 
a share was paid out of profits. 
The appellants contended that the only amount 
that had been applied in reducing the company’s share 
capital for the purposes of the proviso to Section 
36 (1) of the Finance Act, 1947, was {1 a share; 
ile the company maintained that the whole 278 
had been applied in that way. The Special Commis- 
sioners decided in favour of the company. 


Held (Lord Justice Hodson dissenting) (affirming 
the judgment of Mr Justice Upjohn), that the Special 
Commissioners’ decision was correct. 


In re Delhi Electric Supply and Traction Co Ltd ~ 


In the Court of Appeal 
November 11th, 1953 


(Before THE MASTER OF THE ROLLS (Sir RAYMOND 
EVERSHED), Lord Justice JENKINS and Lord Justice 
Morris) 

Income-tax — Foreign Tax — United Kingdom company 
trading in India — Whether tax provable — Companies 

Act, 1948, Section 302. 

The company conducted an electricity undertaking 
in India until March 2nd, 1947, at which date the 
undertaking was purchased by the Government of 
India. The purchase price was paid, for the most 
part, in the following month, and was remitted to the 
United Kingdom except for a small portion thereof. 
On May 25th, 1949, the company went into voluntary 
liquidation. On March 24th, 1951, the liquidators 
published in the Gazette of India, a notice calling on 

_ creditors to prove in the liquidation. The Government 
of India claimed amounts of income-tax and capital 
gains tax from the company, and on April 28th, 1951, 
the Commissioner of Income Tax, Delhi, asked the 
aiquidators to hold up the liquidation to enable proofs 
for these claims to be formulated and made, and to 
this course the liquidators agreed. When the proofs 
of debt were made the liquidators rejected them on 


the ground that the proofs were for foreign tax, 
which could not be enforced: in this country. The 


company was solvent. 


The Government of India appealed against the 
rejection of the proofs, and contended (a) that the 
amounts of tax were liabilities within Section 302 of 
the Companies Act, 1948; (b) that the rule that the 
Courts of one country would not enforce the revenue 
laws of another country did not apply to the case; 
(c) that in any event that rule should not be extended 
to claims for tax due in a Commonwealth country. 


Held (affirming the judgment of Mr Justice Vaisey), 


‘that the case was governed by the rule that the 


Courts of England would not enforce revenue debts 
due to other countries, and that, therefore, the 
appeal could not succeed. 


Madras Electric Supply Corporation Ltd 
v. Boarland 
In the Court of Appeal 
December gth, 1953 


(Before Lord Justice SINGLETON, Lord Justice 
BIRKETT and Lord Justice Hopson) 


. Income-tax — Balancing charge — Sale of business to 


Crown — Whether business discontinued — Whether 
Crown a ‘person’ ~ Sale as a going concern — Whether 
balancing charge can be made ~ Income Tax Act, 1842, 
Section 134; Schedule D, Cases I and I, Fourth Rule — 
Taxes Management Act, 1880, Section 62 — Income 
Tax Act, 1918, Sections 116, 132 (2), 133 (T) (b), 


, 166 (r0), 190; Schedule D, Cases I and II, Rules 
9, TI; Miscellaneous Rule 3 — Finance Act, 1926, 


Sections 31, 32 — Government of India Act, 1935, 
Section 175 — Income Tax Act, 1945, Sections 17, 
57 (2). | 

The appellant company carried on the business of 
a supplier of electricity in Madras, and did so under 
licences granted by the Government of Madras. The 


. licences contained an option for the purchase of the 


undertaking by the Government of Madras. This 
option was exercised, and on August 29th, 1947, the 
company sold the undertaking to the Government. It 
was conceded that the purchase by the Madras 
Government was a purchase by the Crown. 

The purchase price of the undertaking was 
£1,611,437, and the Inland Revenue claimed to be 
entitled to make a balancing charge on the company, 
in the sum of about £850,000, pursuant to Section 17 
of the Income Tax Act, 1945. It was contended by 
the Inland Revenue that the year for which the 
balancing charge could be made was 1947-48, for 
which an assessment was competent on the actual 
profit of the period from April 6th, 1947, to August 
29th, 1947. On the other hand, it was contended on 
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_ behalf of the company that no assessment in respect 
of that profit could be made, for the reason that 
Rule 11 (2), of Cases I and II of Schedule D had no 
application, because the Crown was not a ‘person’ 
within that rule, and that the balancing charge fell to 
be assessed for the following year; but that as the 
company was not trading in that year, no balancing 
charge could be assessed at all. 

It was also contended on behalf of the company 
that as the undertaking had been sold as a going 
concern, no balancing charge could be made. 


Held (affirming the judgment of Mr Justice 
Upjohn), (1) that the Crown was a ‘person’ within 
Rule 2 of Cases I and II of Schedule D, and that, 
therefore, there had been a discontinuance of the 
trade on August 2gth, 1947; that an assessment for 
the period from April 6th, 1947, to August 29th, 1947, 
- -could be made, and that the assessment for the 
balancing charge could be made for the same period; 
(2) that the fact that the undertaking had been sold 
as a going concern did not prevent the making of 
the balancing charge. 


Burlah Trust Ltd v. C.I.R. 
Halbur Trust Ltd v. CIR, 


In the Court of Appeal 
December 7th, 1953 


(Before Lord Justice SINGLETON, Lord Justice 
BIRKETT and Lord Justice Hopson) 


Sur-tax — Undtstributed income of company — Appor- 
tionment — Ability to secure application of income or 
assets — Apportionment to holder of small interest in 
company — Whether apportionment void — Whether 
apportionment appropriate ~ Finance Act, 1922, 
Section 21 — Finance Act, 1938, Sections 38 (3), (4); 
40 — Finance Act, 1939, Section I5. 

The first appellant company was incorporated in 
1937 and the controlling shares were allotted to 
Mr Burston who entered into a deed of covenant 
with the company to pay to the company such a sum 
as, after deduction of income-tax, would be equal to 
three-quarters of the amount of the net dividends 
received by hin from Houndsditch Warehouse Co 
Ltd. Mr Burston made a payment of £78,945 under 
the deed of covenant, and on the same day the 
company lent Mr Burston £79,000 at 4 per cent 
interest without security. In 1938 the company’s 
capital was reorganized so that the voting control of 
the company was attached to 20,000 deferred ordinary 
shares of one shilling each, and these shares carried 
the right to almost the whole of the assets and income 
of the company. These shares were allotted to the 
trustees of a settlement created H Mr Burston in 
favour of his children. 

The directors of the company were Mr Halperin 
and Mr Baker, an incorporated accountant. Until 
August 1946 the trustees of the settlement were Mr 
Rutherford, a chartered accountant in the same firm, 
and Mr R. Lewis, a solicitor. No interest on the loan 
was paid by Mr Burston, and in August 1939 the 
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interest was waived by the directors of the company. 


_ In March 1941 the loan was repaid in the course of a 


sale by Mr Burston to the company of a large holding 
of ordinary shares in Houndsditch Warehouse Co 
Ltd. No further payment of interest was made. 


Directions were made on the company in respect 
of its undistributed income, and the whole of the 
income was apportioned to Mr Burston pursuant to 
Section 15 of the Finance Act, 1939. On an appeal 
against the apportionment the Special Commissioners 
decided in favour of the company and discharged the 
apportionment, but on a rehearing by the Board of 
Referees the apportionment was restored. In the 
High Court it was contended that the evidence did not 
support the Board of Referees’ decision that the case 
was within Section 15, and that the Board of Referees 
had not exercised their discretion to make such an 
apportionment ‘as appears to them to be appropriate’. 

The facts in the case of the second appellant 
company were substantially similar. 


Held (affirming the judgment of Mr Justice 
Upjohn), that the stated case should be remitted to 
the Board of Referees for these points to be re- 
considered. | 


Kirkness v. John Hudson & Co Ltd 


In the Court of Appeal 
December 2nd, 1953 ous 


(Before Lord Justice SINGLETON, Lord Justice 
BirKETT and Lord Justice Hopson) 


Income-tax'~ Balancing charge ~ Vesting of wagons in 
British Transport Commission - Whether a sale — 
Non-rateable machinery — Finance Act, 1936, Section 
22 — Finance Act, 1940, Section 30 — Income Tax 
Act, 1945, Section 17, 68 — Transport Act, 1947, 
Sections 5, 8, 12, I6, 29, 30, 31, 32, 34, 35, 47 (2), 
49; Schedule VI — Defence (General) Regulations, 
1939, Regulation 53. 


The respondent company carried on business as a 
coal merchant, and in 1947 it owned 663 railway 
wagons which had been under requisition to the 
Ministry of Transport from 1939. On January Ist, 
1948, pursuant to Section 29 of the Transport Act, 
1947, the railway wagons vested in the British 
Transport Commission, and the company received a 
sum calculated according to Schedule VI to the Act. 


The company was assessed under Case I of 
Schedule D for 1948-49 in the sum of £29,021 which 
was the amount of a balancing charge claimed by the 
Inland Revenue, it being contended for the Inland 
Revenue “that the process whereby the wagons 
became owned by the British Transport Commission 
was a sale for the purposes of Section 17 of the 
Income Tax Act, 1945. The-Special Commissioners 
decided in favour of the Inland Revenue. 


Held (affirming the judgment of Mr Justice 
Upjohn), that the transaction was not a sale. 
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- LEEDS AND DISTRICT CHARTERED 
ACCOUNTANT STUDENTS’ ASSOCIATION 


ANNUAL 


The Leeds and District Chartered Accountant 
Students’ Association held their annual dinner at 
The Hotel Metropole, Leeds, on Friday, January 22nd, 
with the President, Mr H. Lapish, F.c.a., in the chair. 
Members and guests, numbering nearly "eo, were 
received by Mr Lapish and Mr T. A. Hamilton 
Baynes, M.A., F.c.A., member of the Council of The 
Institute of Chartered Accountants in England and 
Wales. 

Among the guests were County Alderman Sir 
Bertram Wilson, F.R.1.C.S., L.R.I.B.A., J.P.; Alderman 
D G. Cowling, M.B.E., J.P., Lord Mayor of Leeds; 
Mr P. Stanley Price, B.A., LL.B., Barrister-at-Law; 
Frofessor A. N. Shimmin, Case, M.A., Professor of 
Social Science, University of Leeds, and , 

Messrs A. B. Aspinall (Hon. Secretary, Birmingha 
Chartered Accountant Students Society); J. M. Atkinson 
„M. Inspector of Taxes, Leeds 5th District); G. F. Bacon, 
ssc. (Chartered Accountant Students’ Society of London); 
. Barraclough (Bradford & District Chartered Account- 
mt\ Students’ Society); J. J. D. Coates (Sheffield & District 
Chartered Accountant Students’ Society); P. G. Connors 
AN. Yorkshire © S. Durham Chartered Accountant Students’ 
Society); J. G. Craig (Nottingham Chartered Accountant 
Students’ Association); C. L. Davies, F.C.A, (President, Leeds, 
Bradford & District Society of Chartered Accountants). 

Messrs J. M. Holmes (Hon. Assistant Secretary, Incor- 
porated Leeds Law Students’? Society); L. E. Laycock, 
B.COM., J-P; T. B. Loxley, B.COM. (Chartered Accountants’ 
Students’ Society of Kingston upon Hull); 1. McAllester 
‘Liverpool Chartered Accountant Students’ Association); 
B. C. Stead, a.s.a.a. (Hon. Secretary, Incorporated Account- 
ants’ District Society of Yorkshire); E. Duncan Taylor, 
#.C.A: (Member of the Council of the Institute); H. Hartley 
Thwaite (Manager, Lloyds Bank Lid, Leeds); C. A. Williams, 
3.COM. (Northern Chartered Accountant Students’ Society). 


The toast of “The City and Trade of Leeds’ was 
yroposed by Sir Bertram Wilson. The Lord Mayor 
‘esponded. 

Proposing ‘The Institute of Chartered Accountants 
n England and Wales’, Mr Stanley Price said that 
when one came to consider the expansion and pros- 
serity of chartered accountants in England it was not 
an aspiration but an accomplished fact. Whatever a firm 
made, they could not do without chartered accountants. 

Figures, he said, had assumed great importance in 
everybody’s life and in commerce in this country. 
He went on: 






“Your profession has assumed a most enormous import- 


ance in present-day life. It is obviously most desirable and 
nost important that you should have a very strong profes- 
sional organization which, quite apart from the work it does 
n safeguarding the interests of the profession, in fact also 
serves the purpose of imposing a standard of conduct and 
i standard of self-discipline for that profession. 

‘Everybody is much better when discipline is imposed by 
ts own organization than being told what to do by any 
cind of outside body.’ 


Mr Hamilton Baynes, replying, paid tribute to 
Mr Duncan Taylor, chairman of the Finance Com- 
nittee, and said: 

‘Can you imagine a more unenviable job than being 


we 


er 


DINNER 


chairman of a finance committee composed entirely of 
chartered accountants?’ (Laughter.) 


Mr Hamilton Baynes also referred to the annual 
accounts which Mr Duncan Taylor would soon be 
presenting to the Council and hoped that The Account- 
ant would consider honours for Mr Duncan Taylor in 
their recently announced award for form and contents ` 
of report and accounts. (Laughter.) 

Continuing he stated that in the bad old days there 
may have been some criticism of the Council. Now 
there was an atmosphere of urgency and activity. He 
mentioned the recent communications to members on 
the “Treatment of profits-tax in accounts’ and ‘Ac- 
countants’ reports for prospectuses’. 

He felt that some ‘message’ to articled clerks was 
expected. The obvious one was to work hard. This 
advice he would refrain from giving. Some worked all 
day and all night and never passed examinations: 
others seemed to pass without effort. He would rather 
emphasize ‘play hard’: 

‘By that I mean: turn out for the rugger team, help the 
vicar with his church accounts, or run a boys’ club. In 
particular, do pay regard to the activities of the students’ 


society: they may not help you to pass examinations but 
they help you to develop a community sense.’ 


Mr Hamilton Baynes concluded: 

"This is a pregnant moment: some 2,000 letters are on 
their way from London all over the country. Tomorrow 
there will be disappointment for some, elation for others. 
They will be in the net and as a chartered accountant I 
congratulate and welcome them. It is a net from which we 
never wish to escape’? - 

Professor Shimmin proposed the toast “The Leeds 
and District Chartered Accountant Students’ Associa- 
tion’. Jocularly he said: 

‘I was a student for many years and for the rest of my life 


I have been engaged in the teaching of students. The whole 
of my life has been one long holiday.’ (Laughter.) 
Responding, Mr Lapish said: 
“When I first took office I wondered just what the younger 
generation in our profession would be like. I would like to 


say how impressed I am by the alertness and self-assurance 
shown by the youth in our association.’ 


Mr Lapish said he agreed with Mr Baynes, who 
had mentioned playing hard, but, in addition, there had 
got to be a good-deal of working hard. 

‘I think in our profession of all professions,’ he said, ‘the 
articled clerk has to realize that from: Che very commence- 
ment.’ 

Describing taxation as a ‘much more disagreeable 
subject’, Mr Lapish said a serious word about it would 
not be out of place. 


‘I feel myself that taxation has become, not only vicious, 
but terribly unjust to the thrifty and hard-working, and to 
the people who are prepared to take responsibility. I could 
not miss this opportunity to say how unjust taxation is, 
particularly upon earned income.’ 

The toast, ‘Our Guests’, was proposed by Mr J. K. 
Hodgkinson, B.COM., honorary assistant secretary of 
the Association and responded to by Mr L. E. Laycock. 
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LONDON STUDENTS’ COLUMN 


News from the London Chartered Accountant Students’ Committee 


Introductory Lectures 


T'he spring course of lectures for newly articled clerks 
commenced on Friday, January 22nd. There are two 
lectures in this course, one on accountancy and the 
other on a legal subject, every Friday evening at 
5.15 p.m. until April 2nd. 


General Lectures 


This session these lectures are on general topics of 
interest to a large number of members. In previous 
sessions lectures have been, within broad limits, on one 
subject, but it was felt that they would be of wider 
interest if the subjects were varied. Together with all 
other lectures and events, an announcement of each 
week’s lecture appears in The Accountant published 
the previous Friday. 

On January rth, at the opening meeting of the 
spring session of Monday lectures, the Oak Hall over- 
flowed with students for a most interesting, amusing 
and helpful lecture by Mr L. C. Graham-Dixon, Q.C., 
. on ‘Is it right to avoid taxation’. The legal answer was 
‘Yes. But...’ and Mr Graham-Dixon’s words will be 
useful, throughout their professional careers, to those 
who heard him. 

Debates 


The spring series of debates commences on Thursday, 
February 11th, with Mr Hugh Sutherland and Mr John 
E. Harvey proposing and opposing respectively the 
motion: ‘It is in the interest of democracy that anti- 
democratic parties should be suppressed’. Everyone is 


welcome, and it is especially hoped that members. 
without debating experience will attend, for this 
debate is in the nature of a demonstration. The Com- 
mittee also wishes to meet new members at this meeting 
who want to avail themselves of the special debates 
arranged for their benefit. 


Sports Activities 


Fixtures in the following sports have been arranged to 
take place during this session. Anyone who is interested 
in playing badminton, hockey, rugby and association 
football or squash racquets should write to the Assistant 
Secretary at the library. 


Spring Dance 4 
A spring dance will be held on Friday, March roth, 
from 7.30 p.m. until midnight, in the rooms of the 
Royal Empire Society, Northumberland Avenue, WC2 
(entrance in Craven Street). Double tickets (price 
12s 6d exclusive of refreshments) will be available fro 
the Library, 111 Moorgate, EC2, after February "e, 
and an early application (which should be accom- 
panied by a remittance and an addressed envelope) is 
advised as numbers are limited. 


Teas at Meetings 
Tea is now available before all meetings held in the 
Institute. 
It is hoped to publish the next ‘London Students’ 
Column’ in The Accountant dated February 27th. 


NOTES AND NOTICES: 


- Personal 


Messrs H. S. Baker & Co, Chartered Accountants, 
of Gresham House, 24 ‘Old Broad Street, London, 
EC2, and of Bletchley, Bucks, announce that Mr 
P. G. BARBER, M.B.E., F.C.A., has been admitted as a 
partner in the London firm as from January Ist, 
1954, and that Mr C. M. DANIEL, A.C.A, and Mr 
K. J. FULLER, A.C.A., have retired from the London 
firm as from the same date. Mr P. G. BARBER con- 
tinues as the partner in London of Messrs Howarp 
SmiTH, THompson & Co, Chartered Accountants, of 
11 Waterloo Street, Birmingham, 2, and 14 Essex 
Street, Strand, London, WCa2. 

Messrs Freeman & Jones, Certified Accountants, 
of 3 Warwick Passage, Birmingham, 2, announce 
with regret the death, on January 12th, of Mr W. W. 
FREEMAN, F.A.C.C.A. The practice will be carried on by 
the remaining partner, Mr A. R. JONES, F.A.C.C.A. 


Professional Notes 
Sir James Reid Young, C.A., F.C.1.S., managing 
director of Vickers Ltd, has joined the board of 
James Booth & Co Ltd. 


Mr D. V. House, Sea, Vice-President of the 
Institute and a partner in the firm of Harmood 
Banner, Lewis & Mounsey, has joined the board of 
McKechnie Brothers Ltd. 

Mr J. G. Fraser, c.a., has been appointed secretary 
of George Ellison Ltd, and the associated companies, 
Tufnol Ltd and Alfred Ellison ‘Ltd. 

Mr G. B. Heckford, A.C.A., formerly with Larking, 
Larking & Whiting, Chartered Accountants, of 
Wisbech, has been appointed assistant accountant of 
Thomas Hedley & Co Ltd. 


In Parliament 
Excess Prorirs Tax: REFUNDS 
Mr R. TAYLOR asked the Chancellor of the Exchequer 
the total of excess profits tax refunds outstanding in 
April 1945; and how much has since been repaid ty 
industry. 

Mr Boyp-Carpenter: The figure asked for in the 
first part of the Question is not available. Up. to 
December 31st, 1953, the net repayments total 
£269 million. 

Hansard, January roth, 1954. Written Answers. 
Col. 153. ) 
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ESTATE Duty OFFICE: VALUATIONS 


p Mr Ero asked the Chancellor of the Exchequer if 
he is aware that in a recent Court case concerning the 
valuation of unquoted shares for estate duty purposes, 
it was made known that the Estate Duty Office had 
originally valued the shares at £4 4s 2d each, had 
then revised the estimate to {1 14s and then to {1 5s 
each, before Court proceedings commenced, while 
as a result of the proceedings, the judge valued them 
at only 19s each; and the principles which guide the 
Estate Duty Office when making such valuations. 

Mr BOYD-CARPENTER: £3, not £4 4s 2d, was the 
highest figure put forward by the Estate Duty Office. 
The taxpayer’s lowest figure was 11s 3d. Independent 
experts consulted by the Revenue quoted £1 145 and 
£1 ss. Other experts suggested values from 12s 2d 
upwards at the hearing. These wide differences in 
expert valuations reflect the difficulty of valuing 

Fshares for which no open market exists. 

The principle which the law lays down is that 
‘similar shares should be valued at the actual or 
notional equivalent of the market price. 

N Hansard, January 19th, 1954. Written Answers, 
Gol. 154-5. . d 
Tax Evasion 


KH 
Sit W. SMITHERS asked the Chancellor of the 
Exchequer, in view of the fact that income-tax 
evasion showed an increase as revealed by the 
analysis just published by the Comptroller and 
Auditor-General, what steps he proposes to take to 
stop this tendency to evade payment of tax. 

Mr Boyp-Carpenter: The figures to which my 
hon. friend refers do not point to an increase in tax 
evasion so much as to the increasing success of the 


‘Inland Revenue in bringing the tax evader to book. - 


They show that the steps taken in recent years to 
build up a campaign against evasion are now bearing 
good fruit. I can assure my hon. friend that the whole 
question of evasion receives coritinuous attention from 
the Inland Revenue. l 


Hansard, Jan. 21st, 1954. Written Answers. Col. 179. 


Manchester Society of Chartered Accountants 


Owing to unforeseen circumstances, Mr F. Clive de 
Paula, T.D., A.C.A., is unable to address the meeting 


arranged for Monday, February Sch: the meeting has . 


therefore been cancelled. 


Chartered Accountants’ Golfing Society 
PROGRAMME FOR 1954 


ìThe following programme has been arranged for 


5954: 

May 6th: Annual Meeting at Sunningdale Golf Club. 
May 24th: Wood Cup at Worplesdon Golf Club. 
June 18th: Summer Meeting at Ashridge Golf Club. 


Geen 16th-1r7th: Autumn Meeting at Hunstanton Golf 
ub. - ` 


Membership of the Society is open to members of 
The Institute of Chartered Accountants in England 
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and "Wales and their articled clerks. The rates of 
subscription are: one year, ros; five years, £2 25; 
ten years, £4 4s; life subscription, £5 5s. 
Application for membership should be made to 
the Hon. Secretary, Mr D. V. House, F.c.a., Dash- 
wood, House, Go Old Broad Street, London, EC2. 


The Hull, East Yorkshire and Lincolnshire 
Society of Chartered Accountants 


A meeting of the Hull, East Yorkshire and Lincoln- 
shire Society of Chartered Accountants was held on 
January 18th at The Royal Station Hotel, Hull. The 
meeting was under the chairmanship of the Society’s 
President, Mr N. D Hart, 0.8.5., T.D., D.L., M.A., 
LL.B., F.C.A., and was addressed by Mr A. B. Cawdron, 
A.C.A., Chief Accountant to the Metal Box Co Ltd, on 
‘Standard costs: some installation problems’. 

Members of kindred professional societies had also 
been invited to attend and the lively interest of all 
who were present was shown by the many and varied 
questions put to the speaker in the discussion which 
followed. Mr Cawdron was thanked for his interesting 
lecture by Mr C. M. Strachan, 0.8.E., F.C.A. 


The Association of Certified and Corporate 
S Accountants 


SHEFFIELD AND DISTRICT SOCIETY ANNUAL DINNER 


The annual dinner of the Sheffield and District 
Society of the Association of Certified and Corporate 
Accountants was held at The Royal Victoria Station 
Hotel, Sheffield, on January 18th. Mr Lindon Willis, 
A.A.C.C.A., President of the Society, was in the chair. 
Among the guests were: 

Mr R. G. Beard, ¥.c.a. (President, Sheffield and District 
Soctety of Chartered Accountants); Mr W. Macfarlane Gray, 
F.A.C.C.A. (Vice-President of the Association), Councillor 
Oliver S. Holmes, F.c.a. (Lord Mayor of Sheffield); Sir 
Harold W. Jackson, LL.B; Mr Walter E. Moore, F.s.a.a. 
(President, Incorporated Accountants’ District Society of 
Sheffield). 

The toast of “The City and Trade of Sheffield’ was 
proposed by Mr G. M. Flather, President, Sheffield 
Chamber of Commerce, and the Lord Mayor res- 
ponded. The toast of “The Association of Certified 
and Corporate Accountants and the Profession’ was 
proposed by Alderman Sir Harold Jackson and 
responded to by Mr Macfarlane. Gray. 


LIVERPOOL AND District SOCIETY ANNUAL DINNER 


The annual dinner of the Liverpool and District 
Society of the Association was held at The Adelphi 
Hotel, Liverpool, on January 15th, with Mr T. E. A. ` 
Killip, F.A.C.C.A., F.C.L.8., President of the Society, in 
the chair. The principal guests included: 
The Rt. Hon. Lord Latham, J.P., F.A.C.C.A. (President of the 
Association), Alderman W. John Tristam, j.p. (Lord Mayor 
of Liverpool); Mr R. O. Bearne (H.M. Principal Inspector 
of Taxes); Mr J. L. Hughes, F.8.a.a. (Chairman, Incorpor- 
ated Accountants’ District Sociezy of Liverpool). 

The toast of “The City of Liverpool’ was proposed 
by Mr Killip and replied to by the Lord Mayor of 
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Liverpool. That of “The Association’ was proposed by 
Mr John Ainsworth, M.B.E., M.COM., F.S.A.A., City 
Treasurer, Liverpool, and Lord Latham responded. 


SWANSEA AND DISTRICT SOCIETY ANNUAL DINNER 


The annual dinner of the Swansea and District 
Society of the Association was held at The Mackworth 
Hotel, Swansea, on January 14th. Mr J. Martin 
Davies, A.A.c.C.A., President of the Society, was in 
the chair. Among the guests were: 
The Rt. Hon. Lord Latham, J.P., F.A.c.C.A. (President of the 
Association); Alderman T. W. Davies, J.P. (Deputy Mayor of 
Swansea) and Mrs T. W. Davies; His Honour Judge Rowe 
Harding and Mrs Harding; Mr L. V. West, #.c.a. (President, 
South Wales and Monmouthshire District Society of Chartered 
Accountants). 

The toast of “The Association and the Peasin 
was proposed by His Honour Judge Rowe Panong 
and Lord Latham replied. 


The Chartered Accountant Students’ Society 
of London. 


The following meetings of the London Students’ 
Society will be held during next week: 


Monday, 5.30 p.m.: Lecture, “The practical application of 
standard costing’, by Mr K. W. Bevan, a.c.a. (Chief 
Accountant, B.O.A.C.). Chairman: Sir Harold Howitt, 
G.B.E., D.S.0., M.C., F.C.A. 

Thursday, 5.30 p.m.: Post-intermediate lecture on ‘Changing 
price levels’, by Prof. W. T. Baxter, B.COM., C.A. (Profes- 
sor of Accounting, University of London). . 

Friday, I p.m.: Lunch-time discussion of study problems 
brought by students. 5.15 p.m.: Introductory course 
lectures on, (1) “The chartered accountant’s profession’; 
(2) ‘The law of banking’. 


University Teacher of Accounting 
Visits U.S.A. 


Mr David Solomons, B.COM., A.C.A., Reader in 
Accounting at the University of London, has sailed 
for America where he will spend the Spring semester 
as a visiting associate professor in the School of 
Business Administration of the University of 
California, at Berkeley. 


Diary for Lawyers, 1954 

This year’s Diary for Lawyers, the sixty-second 
edition, contains some 300 pages of useful informa- 
tion and tables including a comprehensive directory 
of holders of legal and municipal appointments. 
Costs and fees for a variety of professional services 
are quoted, followed by duties and taxes, while the 
miscellaneous section deals with such matters as 
oaths, jury service, investment of trust funds, intes- 
tacy, brokers’ commissions and other charges. 

Included also are Ke and sessional tables from 
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1800; tables for interest,- annuity values, etc., and 
such necessary general information as postal rates 
weights and measures, and conversion factors. 'Thé 
diary is of the one day to a page style, With or without 
money columns, and the publishers are Messrs Sweet 
& Maxwell, London; the price is 21s 6d (post free). 


The Expenses of Private Treatment 
THe HOSPITAL SERVICE PLAN 


The London Association for Hospital Services which 
operates the Hospital Service Plan—a non-profit- 
making contributory scheme through which con- 
tributors may make provision for the expenses of 
treatment in hosprtal private wards and nursing 
homes -- has announced further improvements to the 
benefits. Larger amounts are refunded for operation 


_ fees, for medical cases, and for home nursing charges. 


The benefits for members of a family enrolment have 
been considerably extended. Particular attention i$ 
also paid to the arrangement of group schemes for 
the executives and staffs of companies. 

Full details may be obtained from the Association’s 
office, ‘Tavistock House South, Tavistock pare 
WC1. 

SEVENTY-FIVE YEARS AGO 
From ie Accountant or FEBRUARY IST, 1879 
The last paragraph in a note entitled i 
Tue Crry or GLascow BANK 
Our report, which, as before intimated, is necessarily 
limited to matters with which accountants are more 
or less concerned, concludes for this week with the 
statement .of Mr Leresche, who was appointed 
secretary in 1870, and who told the Court that on his 


d 


appointment he received a hint tò the effect that his: 


predecessor “had made himself obnoxious by pushing 


himself forward and asking information which in. 


no way affected his department”. The witness 
having described how the chairman usually “bowed 
him out”? when his strictly secretarial duties were 
finished, was examined upon a letter written by 
Mr. RG Stronach, the manager, on accepting office 
in December, 1875. In that letter, Mr Stronach, 
before accepting office, cautiously required the 
Board “to minute its approval of the policy which 
has been pursued of separating several accounts of 
an unsatisfactory character" the new manager also 
writing, “while we are all hopeful that these advances 
may eventuate without loss, yet the working of them 
must of necessity be a work of some time.” At this 
point it is convenient to break off our summary.of the 
leading features of the evidence in this remarkable 
trial. 


JOHN FOORD & COMPANY 


56 VICTORIA STREET, LONDON, SWI 


Telephone: Victoria 2002 (3 fines) 


VALUERS AND ASSESSORS 





OF WORKS, FACTORIES, PLANT & MACHINERY, Etc. 
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THE INSTITUTE OF CHARTERED l 
ACCOUNTANTS IN ENGLAND AND WALES 


Results of Examinations held in November 1953 


First Certificate of Merit, the Institute Prize, the W. B. Peat Medal and Prize, the William 
year I953 and the Plender Prizes for the Auditing, the E Law (Part I) and the English Law ae IT) papers 


FINAL EXAMINATION 


Held on November 24th, z5th, 26th and 27th, 1953 
Certificates of Merit with Prizes Awarded 


Hoffman, Walter Max (A. D W. Simon), London. 


uilter Prize, the O. C. Railton Prize for the 


Second Certificate of Merit, the Walter Knox Scholarship and the SE Prizes for the Advanced Accounting (Part ID and the Taxation 


\ 


d 


t 
D 


Abldson, B. J. (R. J. Goodwin), London. 
. Hart), London. 
Adamson, A. (S. J. Pears). London. 


Abrahams, H. (P. R 


Angas, M. F. W. (C 


Camfield, G. R. (C. H. March), Cardiff. 

Bailey, P. E. (N. B. Wallis), Nottingham. Carter, F. W. (W. E. T hompson), Manchester. 
Baker, J. D. e M. Pepper), Walsall. Cattermole, La E. (N. T. Bell), London. 
Ball, dE . E. (T. G. Darlington), London. Chandler, A. J. (R. V. Garton), Huddersfield. 
Banfield, J. H. (J. King), London. Chaplin, D. L. (C. M. Skinner), Manchester. 
Bardrick, D. J. W. (formerly with E. G. White, deceased), Chappell, R. C. (G. H. Black), Skegness. 

London. Chilcott, E. H. (H. C. Medlam), London. 
Barlow, D. L. (J. Barlow), Bolton. Clark, B. J. (J. R. Paramour), London. 
Barnby, I. E. G. (H. F. Davis), London. Clarke, J. G. (H. C. oe Manchester. 
Barney, J. M. (O. S. Francis), Reading. Climpson, J. We E. ( Horne), Haddenham. 
Barrell, R. A. (E. H. Orford), London. Clisset, J. (S. Ellis y Sale. 
Barrie, J. M. (E. J. nie Clarke), London. Coleman, $. C. (B. OD. Manning), London. 
Barritt, M. (E. W. H ‘ondon. | ~ Collier, R. S. (R. L. Powell), E 
Barritt, W. M. (R. H. Hilton-Jones), Shrewsbury. Collis, D, J. (E. W. Evans), C 
Barrow, (Miss) E. D. (R. L. Wyllie), Whitehaven. Cook, J. D. (H. R. Stacey), London. 
Barrow, W. J. (J. K. Carpenter), e o Coombs, B. W. J. (C. G. Ellison), Weston-super-Mare. 
Bartfield, W. (W. W. Powell), Leeds "Cooper, A. E. (A. H. Bonn), London. 
Barton, N. (H. Peat), Cooper, G. C. (G. Stoughton- GE London, 
Basak, A. K. (C . Ha ward), London. Corfield, R. (J. B. Brierley), Oldh 
Baudrier, J. P. (F. W. , Lewes, , . Corney, D. n M. KE J. Atkins), London: 
Bavin, P. St J. C. (H. E. Monson), London, , Cotton, R. P. (J. M. S. Coates), Newcastle upon Tyne. 
Baxter, F. G. (G. A. Raines), London, Coulson, W. F (C. Edwards), Preston. 
Bell, M. (W. C. F. Blakey), Newcastle upon Tyne.. Coward, J. H. A. n , J. R. Coward), London. 
Berger, M. S. (A. G. B. Gunn), London. Cox, M. W. (W. Curtis), Exeter. 
Beveridge, A. A. (E. C, Howie), Newcastle upon Tyne. Cox, R. A. (R. L. Wells), Twickenham. 
Beverley, G. (G. C. Jarvis), London. Coyne, M. T. (R. A. Ke East Grinstead. 
Bibb, Ba W. (H; M. Pepper), Walsall. Crosthwaite, D. J. O. (E. H. Wingfield), London. 
þBinney, H. A. H. (É. C. Cook), Liverpool. Cunliffe, H. (W. M. J. Dobson), Ulverston. 

lack, G. S. (R. M. Bradburn), Liverpool. 
Blackburn, P. D. (C. G. Wareham), Oxford. ; Dakin, F. A. (R. G. Emery), Manchester. 
Boland, M. (D. Armitage), Leeds. Dalglish, M. de L. (W. R. Tomkinson), London. 
Boothman, D. A (E. G. Clegg), Manchester. Davies, G. L. (A. E. Lacon), Wolverhampton. 
Bootyman, J. T. (J. Fawcett), Grimsby. i Davis, D. P. (G. R. Dawes), Birmingham. 
Bowker, G. W. (R. V. Parker), Manchester. d Davis, R. R. (B. J. Davis), London. 
Bowman, J. E. B. (C. R. Culling), London. Day, D. A. (E£. D. Q. D’ Alton), London, 
Brahams, AW. H. (E. M. Bowden), London. Deacon, J. C. (A. Watson), Darlington. 
Brand, R. W. (All E. ayliss), London. Deacon, M. M., (A. E. Eege Rugby. 
Bressloff, S. J. (E. Bo ache London. 


Mee Michael John Reginald (E. H 


Sherman, Hyman Arnold (1. Ww. Bingham), London. 


Third Certificate of Merit and, with one other, the Frederich Whinney Prize 


Tansley, Thomas Anthony OU. B. Pinnock), Bedford. 


Fourth Certificate of Merit 
Girolami, Paul (K. R. Gray), London. 


~ Fifth Certificate of Merit 
Wrinch, Ronald Peter (E N. T. oo Ipswich. 


Sixth Certificate of Meri 


r 


Greenwosd, Hugh Gordon Powys (G. F. R ee London. 


Seventh ta tart of Meri 


Full List of Names of Successful Candidates 
(in alphabetical order) 


Bunce, F. J. (J. Codling), 
Butcher, (Miss) T. J. (È 


stoc; London. .- De Alwis, L. A. W. (A.C 


” Bellamy), Birmingham, 


Brierley, H. (F. C. Hoyle), Manchester, 
Bristow, R. A. (J. S. Armstrong), Newcastle upon Tyne. 
; Brown, C. M. (W. H. Newton), Birmingham. 
Alberge, M. E. (R. C. Chariton), London. Brown, R. H. (E. H. Brown), London. 
Al-Hawiz, N. M. T. (G. H. C. Stanley), Birmingham. 
Allison, A. (J. R. Burne), Liverpool. " 
Amy, GC das J. Hussey). London. 
. J. M. Bennett), London. 


Browne, H. B. (G. C. Jarvis), London. 


. M. Jackson). London. 
Butterick, A. F. (A. Hartley), London. 
Appleyard, W. L, (G. G. Wilson), Leeds. Buxton, T. G. (H. F. Mathews), London. 
Austen, R. (W. B. Phillips), Manchester. 


Aylott, 'R. F. W. (5. R. Dunwoody), London. Calnan, B. E. (D. Proca), London, l 
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Dee, J. (L. R. Elcombe), London. 

de la Rue, DC - Buckley-Sharp), London. 

Denman, D. C. (R. R. Dewing), Norwich. 

Denman, M. J. OH. W. Denman), Nottingham. 

De Silva Ge ratne, A. D. E. (C C EM. Cheetham), Manchester. 
Dews, G P. (G. G. F. Saunders), Liverpool. 

Dible, D (K. W. G. Webb), London. 


Diston, D. e (W. ge London. 
Dixon, J. i (P Taylor), Doncaster. 
Dixon, J. R. (A. R. Tyler), East Grinstead. 
Dixon, M. R. (W. R. Graves), Cardiff. 
Doncaster, P. J. (J. Baldock), Grantham. 
Dooley, D. (F. W. Barnes), London. 
Dowd, A. T. (G. Whittaker), Manchester, 
Downing, E. E. (F. Woodhams), London. 
Dyson, M. F. (S. Hirst), Huddersfield, 


Eagle, J. C. (F. K. Wilby), Leicester. 

Eaton, C. R. (W. H. Thomas), Liverpool. 

Eglin, D. H. (L. Bowyer), Manchester. 

Eiloart, I. R. (E. G. Tilley), London. 

Eldred, C, E. (F. C. D. Swann), Cambridge. 

Elgin. (Miss) R. (R. E. Carey), London. 

Enzor, B. L. (W. B. Gowers), Sheffield. 

Evans, D. J. (T. Whittam), Colne. 

Evans, G. H. D. (F. W. Tarr), Weston-super-Mare. 
Everitt, (Miss) E. B. (L. V. Rainey), London. 


Ezzatt, A F, (E. C. Griffith), Watford. 

Falck, J. D. (George P. Norton), Huddersfield. 
Faull, R. D. Os L. Owent, Bristol. 

Fearn, A . C. (G. D. West), Liverpool. 

Felton, J. F. (F. L. Felton), Birmingham. 

Fenton, G. C. (H. G. Walton}, London. 

Fewlass, J. W. B. (C. M. Strachan), Hull. 

Fish, T. H. (J. M. Williamson), Ashton-under-Lyne. 
Forbes, J. C. (K. M. Moss), Bradford. 


Forsyth, A. N. (A. Forsyth}, Derby. 
Frost, H. C. (A. A. Bradshaw), Cranleigh. 
F. 


Garthwaite, R. { Ku Etchells), Huddersfield. , : 
Garwood, J W. (G. D. Walker-Arnott), London. 
Gelling, R. R. e D. Roberts), Birmingham. 
Gilliat, J. M. (H. C. Gill), Manchester. 
Gilmour, W. A A (H. F. Baker), Northampton, 
*Girolami, P. (K. R. Gray), London. 


Gleave, P. S. (G. H. Bullimore), London. 
Gledhill, J. (E. R. C. Kerr), Halifax. 
Glentworth, D. S. (H. B. W. Parker), Grimsby. 


Golding, A. J. E I. White), London. 

Gothard, J. P. C. (G. G. Lee), Liverpool. 

Gough, M. C. (A. H. Bonn), London, 

Goulder, D. W. (J. S. F. Hill), Nottingham. 

Graham, T. (S. Johnson), Leicester, 

Grant, N. A. (J. F. Warren), London. g 

Gray, R. W. (E. Hope), Liverpool. 

Green, E. R. (H. Dakin), Sheffield. 

Green, M. (L. M. Kershaw), London, 

Greenwood, D. L. (C. R. Goulder), London. 

*Greenwood, H. G. P. (G.F. R . Baguley), London. 

Griffith, G. P. (W. G. Miles), Swansea. 

Griffiths, R. F. (C. E. Garratt), Birmingham. 

Guhathakurta, K. (M. J. Goldburgh), London. 
B 


A. 
Hale, J. A. (A. L. Bersey), London. 
Hallett, R. G. (L. A. D. Giles), Crawley. 
Hamilton, D. McL. (R. Carew), London. 
Hamilton, R. D. (J. J. Baker), London. 
Hammond, J. E. 5. (E. D. Miller), London, 
Hammond, M . W. (T. Howorth), London. 
Harding, G. `E, F. (D. K. Gourlay), Liverpool. 
Harris, C. M. (K. V. C. Ridley), London. 


Harrison, J. G. (W. G. A. B. Gardner), Stafford. 
Hartley, W. C. F. (W. A. Rawlinson), Rradford. 
Harvey, J. L. (F. J. B. Gardner). London. 
Hatton, T. R. (L. P. Gibbs), London. 


L. P. 
Heaton, D. (H. Mossop), Barrow-in-Furness, 
Heitman, M. F. (D. Winter), London. 
Henry, H. R. C C. F. Middleton), London. 
Heron, (Miss) D. E. (J. F. W. Robinson), Workington. 
Hetherin on, M. (E. T. Martin), Newcastle upon Tyne. 
Higgs, W S T. (J. Hackett), London. 
Hillson, G. B. (N. Woolley), Manchester. 
Hillyer, J. 5. (Č. D. Walker-Arnott), London. 
Hinkley, D. V. (T. S. Taylor), Gravesend. 
*Hoffman, W. M. (A. P. W. Simon), London. 
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Hollerin, J. (J. A. Chapman), Newcastle upon Tyne. 
Horton, C. F. (W. T. Hunter), Maidstone. 

. P. (M. R. Cobbett), Portsmouth. 
Houlden, D. H. G. (L. Gibson), London. 
R. R. Coomber), London. 
A, Hughes), Liverpool. 


Hughes, J. E. (W. 

Hughes, P. J. (E. K. Wright), London. 

Hull, B. A (D. F. L. Cooke), London. 
Huntington-Whiteley, H. B. (W. L. Barrows), Birmingham. 


Hyde-Thomson, P. C. (G. L. C. Touche), London. 
SE Se A. F. CW. L. Brown), Birmingham. 
Ivory, A. F. (A. M. Edwards), Luton. 


Jacobs, H. (T. G. Threlford), London. 

Jacobs, R 5 A. (G. C. Ehlers), Bristol. 

Jacques, D. D. (F. J. Ecclestone), London. 

James, D. J. (P. L. Eynon), London. 

James, G. A. B. (C. H. Young), Bristol. 

Jeffrey, L. en Thornton), Burnley 

Jenkins, M. B. (R. E. Bolton), Se upon Tyne. 
Jinks, D. R. D Hey), Manchester. 


Johnson, E. S. (A. Middleton), Newcastle upon Tyne. 
Johnson, M , (R. H. Jenkins}, London. ” 
Jones, B. J. (È. Hope), Liverpool. 


Jones, H. (F. A. Adams), Cardiff. 


N. (N. Dorrington), Manchester. 


Keays, D. L. F. (Y. C. Manolescue), Hounslow. 
Keogh, D. B. J. Ge R. Kelsey), London. 


Jones, 


Keogh, J. E Nie Hawes), London. 
Kermode, J. A. G. Bedingfield), Sheffield. 
Kermode, N. d (R. A. Latimer), Liverpool. 
Kershaw, G. (H. E. Evans). Manchester. 
Pernan L. M. (S. R. Hogg), London. 
Khanna, V LV . B, (P. G. Heslop), London. 


Kinnear, K, F. (P. Cozens), Walsall. a 
Kirkland, G. Ss (H. Cook), Wolverhampton. : 
Knudson, H. M. (H. L. Bangham), Swansea. 
Kutner, A. (I. Cedar), London. 


A. 
TS W. (E. C. Howie). Newcastle upon Tyne. 
M. J. R. (E. H. Bellamy), Birmingham. 
Langford, N. (J. Harvey) Liverpool. 
Larcom, CC R. (G. D, Cucksey), London. 
Larking, P. C. G. Ke G. Larking), Maidstone. 
P (Miss) M, R. (Wallace Cash), London. 
Lee, W. M. (C. R. Gaulter), Wee 
Leece, G. R. (B. M. Hanmer), Liverpool. 
Leskin, B. (D. H. Levett), London. 
Lethieullier, K. J. (P. H. j ackman), Petts Wood. 
Levers, G. J. (J. B. 8. Marsh), Loughborough. 
Lillywhite, a zc (H. R. C. Lillywhite), London: 


Lindsay, I. Bibby), Manchester. 
Lister, V. C. M. (O. S. Francis), Reading. 
Lochhead, A. D. (F. A. Lord), London, 
Locking, M. A. (E.. K. Locking), Hull, 
Lovelady, G. J. (J. S. Johnson), Liverpool. 
Lowman, V. A. i F. J. Partridge), Romford. 
Lucas, J. (J. 5. Chalton), Leeds. 


Machin, J. J. (L. M. Hall), Manchester. 
MacHugh, P. B. (H. E. Wigzell), London. 


McKean, K. (W. J. E. Ringquist), Stockton-on-Tees. 
Macksey, F, C. (E. J. Grande), London, 
McLaughlin, A. E Ke R. Doherty), Birmingham. 
Macnamara, P. C. (A, D. Wardle), London. 
Makings, P. W, (H A. Snelling), London. 

Male, J. ae H. icholson), London. 

Malin, G (D. Sladden), London, 


Mallinson, & Henderson), Liverpool. 
Mallinson, J. d iy Pen Manchester. 

Manners, J. G W Patterson), Newcastle upon Tyne. 
Marment, A. (S. Wi (Nash), London. 


Marshall, P. E ew T. Neal), Birmingham. 
Meade, P. (K. R E London, 
Meek, R. J. (R. M. Grainger), London. 
Mellody, D (T. F inch), Blackburn. 


Mepham, M: J. (P. 5. Potter), Newport, Mon. 
Man G. (J. L. Watchurst), Warrington. 
Miller, M. E. (P. B. Addington), London. 
Mills, K. G. o F. Jewers), Plymouth. 
Minty, N. (H. B. Newton), London. 

Monk, M. M. (D, H. D Freeman), London. 


* See also Certificates of Merit above. 
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Moody, D. (R. E. Herington), Birmingham. Smith, A. G. SC . Burston), Bridgwater. 

Moore, KÉ R. (R. L. Wyllie), Whitehaven. Smith, D G. C. Sagar), Leeds. 

Morgan, K. B. (C. d Stobbs), Wellington, Shropshire. Smith, H. B. (J. G. ustin), Leicester. (With one other the 
Morris, A. C. dne . Jones), Wolverhampton. Frederick Whinney Prize.) 

Muggleston, G. A. GË. Ireland), Birmingham. Smith, J. (D. A. Jacobs), London. 


Murr, B. E. (formerly with F. J. Wheeler, deceased), London, ` Smith, J. W. (E. J. Princep), Newbury. 
, Smith, R. T. (L. Ranj York. 
Nelson, I. D. (F. M. Kellett), Newcastle upon Tyne. \ Smith, W. R. (H. H. Hole), St Albans, 
Nield, A. R. (R. H. Buckle), Birmingham. Staines, L M. ao ‘Formstone), Chester, 
Stevens, J. F. (G. E. Richards), London. 


Oldham, H. 5. (F. Progne Nottingham, _ Stewart, C. H. E E. W. Mullett), London. 
Osper, R. D. (P. F. Allday), London. Stewart, I. R. (D. G. Sole), London. 
l Stockman, L. (B. `A. W. Fox), London. 
Padgett, J. R. (A. E. Bayliss), London. Storey, N. T. (E. W, Walford), Stockton-on-Tees, 
Page, F. A. (R. H. Parsons), Eastbourne. Story, D. A. (S. G. Weaver), Loughton, 
Paris, G. D. (J. T. Corbett), London. Stuart, J. M. (J. R. Re Leeds. 
Parker-Smith, W. I. (L. N. Winder), Liverpool. Stubbs, K. G. (H. T. Nicholson), EE 
Parkes, M. P. (E. B. Westwood), Birmingham, Sturgis, S. R. O. (H. EN Traylen), London. 
Parr-Head, P. (W. Broad), London. Swaysiand, E. L. C. (E. Boden), London. 
Patel, B, R. (G. Selby), London. : Swindell, H. (J. Thornton), Oxford. 
Paterson, J. W. (J. K. Carpenter), Watford. 
Payne, J. M. (J. Payne), London. Tanner, G. A. (M. E. Kitton), London. 
Phillips, J. R. (formerly with C. Bates, deceased), Cardiff. *Tansley, T. A. (J. B. Pinnock), Bedford. 
Phillips, M. L. (J. B. Rubens), London. Taylor, K. (F. W. Lindgren), London. 
Pinkney, A. (G. L. Aspell), Leicester. Taylor, R. K. (W. M. Lowick), Bristol. 
latt, B. U. (A . T. Coo per), Bolton. Teece, B. C. (P A Clark), Gravesend. 
V SE C. A. (W. E. Viney), London. Terry, J. A. (A. R. Knight), London. 
Pole, L. H. (W J. Morton), Leicester. Thomas, P, S. (L. A. D. Winter), Truro. (Plender Prize for the 
Pollard, H. (W. Parker), Burnley. Advanced EEN (Part I) paper.) 
Posner, J. L. (E. J. Ascher), London. Titmuss, J. Y. (H. G. W. Gibson), London. 
Price, j . (W. G. Jones), Llanelly. Townend, D. R RF S, Mowforth), Hull. 
Procter, W. (H. E KEE en Tuckey, H. W. (E. G . Davies), Birmingham. 
\Protheroe, D. J. G. (E. S. Jackson), Bristol, Turner, R. G. (E. D. Taylor), Leeds. 
SS E. J. (H. R. og, Taunton. Turrell, de W. (formerly with G. Adam, deceased), Newcastle 
upon Tyne. 
fatnege, T. L. (A. C: Judd), London. g 
ST, C. G. (E. J. SE London. Ungoed, C. J. J. (W. G. Jones), Llanelly. 
Rebbé, J. R. (S. A. S reais orth), Worthing. 
Roherts, DH V. (A. B. MacIidowie}, Manchester, Varty, E. (J. E. Mulcaster), Newcastle upon Tyne. 
Roberts, M. A. (N. T. O'Reilly), Carlisle. Vince, P. G. (A. Cowdy), Portsmouth. 
Roben, P. (H. Dakin), Sheffield. i , 
Robey, E. P. (B. H. Jones), Reading. Wade-West, J. (J. Holmes), Brighton. 
Robinson, E. (R. Russam), Bradford. Walker, A. M. B. (K. G. M. Harding), Liverpool. 
ET P. F. (K. F. Steven), London. Walker, G. M. H. (A. D. Walker), ES 
yee . (F. J. Nash), Preston. Walker, P. G. (T. G. Dobson), Halifax, 
Rose, C. L. (S. T. Evans), Cardiff. Walton, B. N. (J. M. Glaister), Carlisle. 
Ronia: R. (M. A. Hyams), London. Walton, D. H. V (J. Wilson), Middlesbrough. 
Rowes, P. G. (E. Lord), Birmingham. Warner, K. S. (A. M, Edwards), Luton. 
Ruston, K. (R. K. Dotchin), Newcastle upon Tyne. Warren, F. age Walsh), Blackpool. 
Mierkt Sa , D. (G. W. Wilks), London, 
~ Samwell, Gi D. (W. M. Atwood), London, Watson, F NM. (0. Furnival-Jones), London 
Sapsford, G . B. (O. J. Done Leigh. Watson, H. S. (W. R. Burrough), London. 
Scott, D. C (W. Chaloner), Manchester. Watson, P. L. (formerly with L. H. West, deceased), London. 
Scott, R. L. (T. A. EE London, Welch, C. H. (F. A. Walker), Birmingham. 
Scott-Mitchell, R. S. P. (A. R. EE London. ` West, C. H. (J. W. SE London. 
Scovil, S. $, (T. E. F, Leacock), London, ` West, M. O’B. (J. G. Ash), London. 
ecrett, K. E. (R. W. Young), London. eae B. J. (E. G. Wilcox), Birmingham. 
Seed, D. L. (W. St. L. Palmour), Preston. Whatley, M. C. (E. Sugden), Leeds. 
Semple, T. S. J. E. R. Vellacott), London. {Plender Prize for Whitaker, (Mrs) P. R. OC Hardy), London. 
the General Financial Knowledge and Cost EEN paper.) White, S. J. (D. R, P Foot), Tandon. 
Settinayaka, D. R. (H. McD. Morison), London. . Williams, B. H. Ge G. Lyon), Liverpool. 
Sharman, = V. (L. H. Weatherley), London. f Williams, E. N. (A. K. Williams), Brighton. 
SE N. (J. Jackson), Leigh. ` Wilson, W. D. (J. SC Manchester, 
D. L. (S. J. Pears), London. Woffenden, D. J. D. (M. W. Vowles), Bristol. 
N G: (J. H Saunter), London. ; Wolfenden, (Mi ss) As (A. T Cooper), Bolton. 
Shaw, R. N. (J. A. Williams), Liverpool. Wood, C, G. (P. J. L. Case), Watford. 
Sherman, H. A. a W. Bingham), London, , Woodhouse, C: AS T H. Jones), Portsmouth. 
Shewell, P. F. M. (B. Gilbert), London. - Woolf, A. RO M. Woolf), London. 
Simons, M. E. (H. W. W. Gumbley), Birmingham. `  #Wrinch, R. P. (E. N. T. Clowes), Ipswich. 
Simpson, D. (L. Moore), London. 
Smart, C F. (L. B. Blackler), London. ‘Youssef, M. A. A. (S. M. Caldwell), Liverpool. 
* See also Certificates of Merit above. . . 
385 Candidates passed. 471 Candidates failed. 
}. . INTERMEDIATE EXAMINATION 


Held on November 17th, 18th and I oth, 1953 


Certificates of Merit with Prizes Awarded 


First Certificate of Merit ~he Institute Prize, the Robert Fletcher Prize, the Frederick Whinney Prize and the Plender Prizes for the Book- 
keeping and Accounts (Limited ara and the Auditing papers - 
Botterill, Deryck (N. E Frith), St Austell. 
Second coe of Merit 
Brown, Colin Ian OM. L. Grant), London. 
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Third Certificate of Merit and the Plender Prizes for the sas rat wig Accounts (Executorship) and the General Commercial A notleagé 


Grace, Harold Minshull Wo G. M. Harding), Liverpool. 


Fourth Certificate of Merit. 
Bearman, Alan Peter (D. Warner), London. 


Fifth Certificate of Merit 
Huggons, Dents Arthur (R. McNeil), Hove. 


Sixth Certificate of Merit 
Markwick, Edward Charles (C. W. Elliott), Hounslow. 


Seventh Certificate of Merit 
Dugdale, Keith Stuart (I. D. Coutts), Norwich. 


: Eighth Certificate of Merit 
Gillbanks, Jobn Henry (E. G. S. Jackson), Bristol. 


Ninth Certificate of Merit 
Thompson, Malcolm (C. M. Strachan), Hull. 


Tenth Certificate of Merit 
Levinson, Percy David (B. Myers), Manchester. 


Eleventh Certificate of Merit and the Plender Prize for the Taxation and Cost Accounting paper 
Cottee, Michael (T. R. McBride), London. 


Twelfth Certificate of Merit 
Shah, Khwaja Mansoor Mukhtar (A. N. Chapman), London. 


Thirteenth Certificate of Merit and the Plender Prize for the Book-keeping and Accounts (Partnership) paper 
Geake, Anthony Denis (H. F. Shapland), Minehead. 


Fourteenth Certificate of Merit 
Fautley, John Bernard (W. A. Waller), Southend-on-Sea. 
š Jay. Ian (H. Bloom), London. 
Watson-Smyth, Charles Michael (E. G, Turner), Manchester. 


Seventeenth Certificate of Merit 
Hardcastle, Alan John (B. W. Brixey), London. 
Pinder, Colin (K. Davison), Cleckheaton. 


Nineteenth Certificate of Merit 
Weisberg, Michael David (A. L. Westbury), London. 


Twentieth Certificate of Merit 
Walsh, John Brian (D. H. Peed), London. 
Ritchie, William CH. L. Simpson), Huddersfield. 


Twenty-second Order of Merit 
A Dodson, Peter Brian (L. Smith), Nottingham, 


January 30th, 1954 


>= 


Full List of Names of Successful Candidates 
On alphabetical order) 
*Botterill, D; (N. E. Frith), St Austell. - 
Bowen, G. (C. Honeywell), Newbridge. 


Bradford, R. J. (S. J. Orman), Bristol. 
Bridgford, K. G. = Wood), Bradford. 


Abbott, G. M. (A. H. Walker), Liverpool. 
erie SS (H. Redmayne), Nottingham. 
Antia, J. M OR V. C. Ridley), London. 
Argyle, A. eg J. Sparshott), Birmingham. 


Armstrong, D. E. (T. L. Sutton), Durham. Briggs, 3 C.(E. R . Longman), Leeds. 
Arnold, B. (L. F. Guillem), London. ` Brook, G. H. (J. Wilson), Elland. 

Arrandale, B. (L. K. Taylor), Manchester, Brooking, A A. C. GJ. Clayton), Bournemouth. 
Ashton, K. (J. R. Hague), Oldham. Brooks, R. G. GD. B. Hirshfield), London. 


Avison, G . E. (E. S. Browne), Liverpool. 
rene H. CO. W. Horne), Portsmouth, 
Ayliffe, N. J. B. (W. V. Meacock), Newport, Mon: 


*Brown, = £ OL L. Grant), London. 
Brown, D. P. (G. Brown), London. 

Brown, Re iM. (L. V. Hazlewood), Birmingham. 
Browne F. D. (J. P. Etty), York. 


SE P. H. (A. M. Edwards), Luton. Bryce, A, G. (J. N. Haworth), Manchester. 
SE D (W. A. Balderstone), Wellington, Shropshire. Buckman, R. H. (W. A Foreman), Haywards Heath. 
Barker, W. E. (J. Park), Manchester. Budden, D. E. A. (N. D. Gough), "Manchester. 
Barrow, G. W. (J. E. Evans), Chester., Burdett, K. H. (G. A. Taylor), Kettering. 


Barrow, J. R. (T. A. H. Baynes), Birmingham. 
Barton, J. R. (L. Jackson}, London. 

Batchelor, A. A. (J. T. Raybould), Smethwick. 
Baxendale, H. (G. R. Turner), Bradford. 
Baxter, J. M (J. A. Garland), Birmingham. 
Beadsmoore, H. (F. G. Lee}, Ikeston. 
*Bearman, A. P. (D. Warner), London. 

Bebb, H. W. (J. G. M. Coates), Richmond, SE 
Beck, M. W. (L. H. Lyth), Hastings. 

Beetson, LS g- W. Fawdry), Portsmouth. 
Bellhouse, D. G. J. W. G. Cocke), London. 


Bentley, A A. W. (J. R. Riddell), Shrewsbury. 
Berne, H. K. R. W. (B. O. S. Savage), London 
Biddle, D. F. (J. Johnson), Bournemout 
Bird, C. A. (R. S. Wainwright), Leeds, 
Bishop, M. (L. Bo oth), Witney. 
Boden, J. R. (A. N. Mills), Matlock, 
Bolton, J. S. (T. L. Waring), Leeds. 
Bool, M. C. (W. E. Burnley), Yeovil. 
‘ Booth, P. D. (E. H. Glaisby), Leeds. 


Burrough, G. F. (M. W. Burrough), Bridport, 


Cairns, I. E. (C. Stevens), London. 
Carruthers, D. (O. J. Lowe), Leigh. 

Carus, A. M. (F. J. Nash), Preston. 
Chambers, E D. (O. M. Darton), London. 
Chapman, J. H. (A. T. Tull, London.. 
Charles, K. (L. E. Brown), Newport, Mon. 
Charman, J. S. (J. G. Birkett), Watford. 
Cheath, (Miss) C. H. (S. Cohen), London. 
Cheyetre, K. L. (P. Messik), London. 

Child, G. V. (N. T. Bell), London. 
Ne SS R. G. (B. M. Till), London. 
Chubb, P, W. B. (B. Braham), London. 
Clark, A. C. (R. M. Bradburn), Liverpool. 
Clarke, A. g A. Kee Birmingham. 
Clarkson, D. W. (N. A. Young), Crook. 
Collins, B. L. (W. E. Thom son), ee 
Comerford, V A. (E. H. Glaisby), Leeds, 
Coney; M. E (D. W. Stirling), Birmingham. 
Cook, K. J. C. (W. W. Fereday), London. 


* See also Certificates of Merit above. 
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Coppelman, H. (E. M. Beecham), London. 

Corbin, I. G. (E. B. Langford), 'ortsmouth. 
Corless, S. W. (A. N. Quaile), Birkenhead. 
~Cory-Wright; M. R. G. (A. G. B. Burney), London, 
*Cottee, M. Cas , McBride), London. 

Courtney, P. H. (R. Harrop), London. 

Cowling, D. (C. W. Bellamy), London. 

Crampin, G. W. (P. G. Gadd), Colwyn Bay. 

Croft, A. H. (S. C. Churcher), London. 

Cross, P. G. (A. E. Flux), Derby. 

Curtis, A. S. (S. Harrison), London. 

Cutter, E. (G. H. Middleton), Newcastle upon Tyne. 


Daintree, C. J. (E. L. Crane), Dorking. 
Dakin, F. M (A. R. H. Mullett), West Bromwich. 
Davies, J. W. (O. N. Ellis), Haverfordwest, j 
Davis, B. S5. (C. Yates), Manchester. 

Day, M. J. (N. H. Parkinson), Leicester. 

Day, R. L. (G. P. Morgan-Jones), Eastbourne. 
Dickie, J. McK. (P. R. Frere), London. 
Dodgson, J. F. (J. F. Taylor), London. 
*Dodson, P. B. (L. Smith), Nottingham. 
Drinkwater, er ee D. Richey), Birmingham. 
*Dugdale, KS Coutts), Norwich h. 
Dunning, N A Ke Houghton-le-Spring. 


Earl, D. (M. E. Hatch), London. 

Elkin, C. F. (B. I. Pocock),. Eastbourne. 
Ellis, N. M. (R. W. Hodges), Redditch. 
Evans, D. J. (R. H. Martin), Cardiff. 
Evansky, I. (L. C. E. Webber), London. 


3 aircliff, M. C, (W. B. HE London. 
D. C. R. (L. V. Slater), Cambridge. 
Fautley, J. B. (W. A. Waller), Southend-on-Sea. 
. L. Hamer), Middlesbrough. 
ielding, D. E. (T. Ge Manchester, 
lather, D. M. (W. H. M. Isle), Bradford. 
Fletcher, T. A. C. g. B. Burnie), Nottingham. 
Flisher, (Miss) M. A. (E. Watts), London. 
Forbes, J. B. (R. A. Pitt), Manchester, 
Foster, D. B. (R. Hindle), London, 
Foster, K. (R. R. Langley), Nelson, 
Frankel, J. L. (I. G. de Mesquita), London. 
Fraser, R. (H. Dowd), Liverpool. 
Freeda, R. (H. C. Rudolf), London. 
Frier, G. D. (H. A. Esden), London. 


Gabriel, E. J. (E. G. Evans), London. 

Gager, E. R. (C. B. Fytche), London. 
Garrett, G. T. S. (F. Hyde), London. 
*Geake, A. D. (H. F. Shapland), Minehead, 
Gelhay, R. B. (J. F. Barton), Manchester. 
Gill, B. H. Ae Ki Birmingham. 
*Gillbanks, J. H. (E. G. S. Jackson), Bristol. 
Glover, G. (D. W., Usher). Manchester. ° 
Goldenfield, B. N. A etc A Manchester, 
Goldstraw, C. (E. C. Sage), Rhyl. 

Gomersall, M. (W. Hope), ‘Stockton-on-Tees. 
Gooseman, R. J. (R. H. Ford), Maidstone. 
Gordon, A. D. (J. Fawcett), Grimsby. 

Goss, B. J. (G. G. Thomas), Swansea. 
Gould, T. B. A Park), Manchester, 

Grace, A. Ee . (A, P. Roberts), Birmingham. 
*Grace, H. M. (K. G. M. Harding), Liverpool. 
Graham, R. F. e McCaig), Liverpool. 


Granti. Hill, R. P. (G. S. H. Dicker), Gt. Yarmouth. 


Gray, R. (P. W, Mertens), London. 

Green, M. (B. Davis), London, 

Green, N. G. (D. A. Owen), Leamington Spa. 

Greenshields, R. Ge (A. J. Wilson), London, 
reenwood, J. W ne T. Maxwell), Preston. 

Greig, I. H. (W. B. Hait, Hull. 

Griffin, N. C. (C. W. Griffin), Cardiff. 

Griffin, W. B. (C. D. Bromhead), Plymouth. 

Griggs, L. S. (S, R. Lang), London. 


Hackett, (Miss) S. (F. W. Langley), Liverpool. 
Haines, P.-M. (J. L. Rose), Derby. 

- Hale, P. {E. H. Brown), London. 

Hall, J. E. V. ( < Wilton), Bexhill-on-Sea, 
Hall, J. L. (H. C. Mather), Southport. 
Halson, G. H. (G. Li Atherton), Bridport. 

. (W. R. S. Huyton). Preston. 
Hanson, D. J. € E D. W Sa Manchester, 
Harbord, R. J. D . Shepard), London. 
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“Hardcastle, A. SC? (B. W. Brixey), London. 
Hardman, B. S. (T. Callon), St Helens, Lancs. 
Harrington, R. M. (C. E. M. Cheetham), Manchester. 
Harrington, R. W. (J. F. Allan), Liverpool. 
Harris, C. D. (H. J. Burgess-Parker), Bristol. 
Harris, G. (A. J. Morrison), Birmingham, ` 
Harris, I. E. L. (G. Tryon), Bristol. 
Harris, M. B. (G. B. Edelman), London. 
Harris, R. I. (A. Feldman), London. 
Hart, M. F. (T. G. Mason), London, 
Harwood, e H. J Elliott), Manchester. 
Hatton. R. W. (J. R. P. Broadhouse), Birmingham. 
Hawkins, J.E . B. (S. Beacharn), London. 

(GR. Porter), London. 
Heath, J. A. (C. H. Duff}, London. 
Hebbard, G. J. (L. F. Pilgrim), London. 
Henderson, B. G. (5. W. Percival), London. 
Herbert, G. H. (G. Withnall), Birmingham., 
Herring, J. V (W. J. Dymott), London. 


Hindley, P. J. H. (W. E. R. Short), Liverpool. 

Hivért, J. D. (J. B. Saint), Carlisle. 

Hobson, R. T. (H. eu Sheffield. 

Holden, D. H. (E. N. Revell), Huddersfield. 

Holehouse, K. T. (W. E. Blinkhorn), Bolton. 

Hollis, R. G. (C. Al len), London. 

Hollway, K. H. W. (G. Sunley), London, 

Holt, P. (G. R. Watson), Birmingham. 

Hopkins, K. M. (L. E. H. Bolton}, London. 

Howarth, D. (T. A. Macfarlane), Liverpool. 
*Huggons, D A. (R. McNeil), Hove. 

Hughes, D 


H. (R. H. V. Thomas), Swansea. 
Hughes, D. H. (C. Pollard), Altrincham. 
Hughes, J. tS "D, Hughes), Llandudno, 

Hullah, J. M. (P. N. Greene), Chester. 

Humpage, P, B. (G. R. Stone), Birmingham. j 
Humphries, B. B. (W. B. Waite), Barrow-in-Furness. 
Hutchinson, J. K, (L. W. Underwood), Nottingham. 
Hymas, P. D. (J. B. Longbottom), Harrogate. 


Jacklin, T. R. (R. H. R. Marshall), Grimsby. 
*Jay, I. CH. Bloom), London. 
os C. C. W. (H. A. Kinney), Brighton. 
. (H. N. Keeling), London. 
Wei Lea), Leicester. 
J Ge wW. S. (H. Squires), Dewsbury. 
, (C. A. Evers), Stourbridge. 
. J. Osmond), London. 
Jones, W. R. (C. Stone), Manchester, 


Kay. P. C. SE . G. Kay), London. 
King, wéi GE N. we London. 

i llace Cash), London, 
Knell, IG al L. Holt), Manchester. 
Knight, H. (T. aran Colne. 
Knight, J A. (R. W. C. Dunn), Birmingham. 
Knight, M ae (A. R. Knight), London. 
Knowles, G. N. (E. N. Knowles), Winchester. 
Kremer, J. ei D. Lane), Folkestone. 
Kudlick, M. (H. Brandes}, London. 


Latham, P. J. B. (R. F. C. Ingram), London. 
Law, J. "A. G. C. (J. H. Allen), Abingdon. 
W. H. (J. S. Harrison), Leeds. 
Lay, B. W. (H. W. V. Pullan), London. 
A. 


Lee, R. A Geary), Manchester. 
Lees, R. W. (J. M. Farraday), Bury. 
Leigh, G.R (P. S. Cooper), Liverpool. 
Lemmon, K. §. (T. R. Maltby), Leeds. 
*Levinson, P. D. (B. Myers), Manchester, 
Lewis, P. V. (H. W. Wilson), London, 
Lilley, R. W. (J. D. Green), London. 
Lindesay, J. L. z E. Smith), Winchester. 


Lindley. D. W. B. (W. B. Lindley), Leeds, 
Linthwaite, J. A. i. L. Rose), Derby. 

Linton, D. E. Y Armstrong), Consett. 
Lloyd. J. D. (F a, Huddersfield. 

Loud, DC (M. W. Burrough), Bridport. 
Loumeau, M. L. G. K: R. V. Cooper), London, 
Loveday, P.D D. (G. R. Smith), Grimsby. 
Luckwell, J. G. (N. G. Bascombe), Bristol, 

Lye, D. B. (W. N. Crebbin); London. 


McColl. P. (S. W. Ehret), Birmingham. 

McCourt, O. C. (C. E. Neville), London. 
McDermott, D. J. SC L. Goodley}, London. 
McDonald, J. G. M. Hough), Newcastle upon Tyne. 


e * See also Certificates of Merit above. 
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McDougall, B. (G. Hee C. Stanley), Birmingham. 
McGuchan, P . J. (N. H. Stubbs), ‘London. 
MacIntyre, Ge H. (T. R McBride), London. 
Monch p! . C. SE SCENE London. 


Mone, G. F. (R. F. yan London. 


Marks, B. J. (R. H. Buckle), Birmingham. 

r #Markwick, E. C. (C. W. Elliott), Hounslow. 
Marshall, T. R. (R. A. Palmer), Northampton. 
Maskell, C.L, (W. R. Clemens), London. 
Masters, M. J. A. (D. J. Gulliford). Ryde.. 
Masterton, N. J. (E. &. Russell), Birmingham. 
Matthews, J. P. (P. C. Molineux), London. 
Mattock, H. J. (C. H. I. Chown), Ilford. 
Mellor, J. H. R. (J. J. C. Mack), London. 
Mercer, R; W. (F. C. Young), heffield. 
Millard, H. OC Paterson), London. 

Milla, À. (J. G. Younger), South Shields. 
Mills, R. L. (J. Taylor), Newcastle upon Tyne. 
Milne, D a (J. B. Nicholson), High Wycombe. 
Moore, G. L. (H. H. Fielding), Paignton. 
Moore, P, G. J. (J. A. C. Will), London. 
Morein, D _M. (P. A Cohen), London. 
Morgan, J. R. (J. H. L. Davies), London. 
Morris, B. ie French), Hereford. 


Morris, M CN Altman), London. 
Mortimer, E A. (H. White), Nottingham. 
Moss, S. Do Harris), London. 


Musson, R. (S. T. Evans), Cardiff. 


(A. 

C: 
Nathan, G. (R. M. Grainger), London. 
Neagus, Ri H. (A. A. D. Cope). London. 
Nicholson, J. J. (J J. Nicholaon), Derby. 
ne J. H. (J. e Newcastle upon Tyne, 

Noon, KE B. M. (G. K. Cook), Liverpool. 

Nunn, B. R. (J. Bromley), Southampton. 


Oddy, R. I. Ke S. Etchells), Huddersfield. 
eb ia W. M. (C. H. Coxen), Birmingham. 
Osler, N. B. (H. L. Pedley), London. 
Owen, J. HS Y. (W. J. Leeming), London. 


Page, J. E. (L. A. Periton), London. 
Parish, B. R. (0. Furnival-Jones), London. 


Paul, j. BA N. McLaren), London. 

Payne, A CO , J. Smith), London. 

Peacock, N. G. A. B. Wallis), Newcastle upon Tyne. 
Perring, R. E. (B. OD, Manning), London. 

Peters, A. (T. F. Hood), Bristol. 

Pettingell, P. J. P. (W. R. Gallant), Leeds. 


G. R. (V. A.: Tudball), London. 
*Pinder, C. (K. aa); Cleckheaton. 
Pitkin, A. Ha (W. H. Worth), Leicester. 


Pitman, J. (E. E. Spicer), London. 

Plant, G. S. {H. J. ase Derby. 

Port, D. C. (H. H. Baron), Manchester. 

Porter, S. (J. N. Bullivant), Manchester. 

Poulton, G. F. (J. A. Wagstaff), Worcester. 

Powell, M. J. (J. A. Wagstaff), Worcester. 

Prachar, I. M. 8 E. Ridsdale), London. 

Pratten, C. F. ee . Bate), Bristol. 

Price, S. S. (J. Buckler), Burton-on-Trent, 
S Ge P. J. Brennan), London. 


. Wagstaff ), Birmingham. 


F 
Wei 
BO w 
E 
Ee 


sf 


. (C. Jordan), London. 


SE P. W. B. (S. Lane), Bromley. 
Randle, K. R. (W. J. Berry), Manchester. 
Rawlinson, K. B. (S. Barlow), E 
Ridler, F. (W. H. Morton), London. 
Ridley, R. H. (G. Leather), Liverpool. 


Rigby, M. H. (G. E. Morrish), London. 
*Ritchie, W. (H. L. Simpson), Huddersfield, 
Roberts, D. (O. T. Tollit), Chester. 
Roberts, M, W. (E. K. Evans), Llandudno. 
Roberts, P. G. (A. D. Fincham), London. 
Roberts, T. LCE EEN Lianrwst. 
Robinson, F. A. (F. I, Nickson), Blackpool. 
Rodger. S. (R. Rickaby), Sunderland. 
e J. S. (O. W. ee ee Birmingham. 
Rose, E. P. (R. Kandler), London. 
Rosenthal, S. N. (P. A. Lewis), Manchester. 


. J. E. Ringquist), Stockton-on-Tees. 


Rothera, D. O. (A. Middleton), Newcastle upon Tyne. 
del lee er (C. e ae London. 

Rowley, C. C. ( er), Wolverhampton. 
Rowlinson, D. K d Braunton), Birmingham. 
Russell, J. A. (A. V. Page), London. 


Sadd, ao W. (A. K. Fison), London. 
Salkin, G , R. (I. Cedar), London. 


Sansom, E. J. W. (formerly with C. 5. Dawson, deceased), 


Bournemouth. 
Saword, D. E. (D. H. Harker}, London: 
Scholes, N. E Avison}, Oldham, 


Scott, La J. (E. J. Rogers), London. 
Sedgwick, C. E. (R. H. Clements), London. 
*Shah, K. M. M. (A. N. Chapman), London. 
Shapland, R. G. (J. W. Lodge), Truro. 
Sharpe, CV; (D. A. Tripp), London. 
Silburn, J. C. (F. Goodchild), Ipswich. 
Simmonds, D. A. (G. S. Simmonds), Teddington. 
Sims, K. D. (H. S. Coley), Bournemouth. 
Smails, W. P. (S. V. Austin), London. 
Smith, A. M. (D. Winter), London. ” 
Smith, B. (E. P. D. Taylor) Live spool 
Smitb, H. G. (L. A. D. Winter), Truro. 
Smith, J. D. (B. F. Jukes), Brighton. 

Smith, K. P. (G. K. Singer), Bridgend, 
Smith, M. (J. Wilson), Elland. 

Smith, P. D. (C. H. Smith), London. 


Snelling, D. H. Te S. Brunning), London. 
Sorokin, I. M. (J. Holmes), Brighton. 


Spencer, M, J. (J. E. Grande), London. 

Spencer, W. J. G. (C. W. Bingham), Nottingham. 
Spruzen, D. J. (C. R. Tallon), London. 

Stanley, N. F. (L. A. Clemence), London. ` 
Stanton, A. C. (F. G. Batty), West Bromwich. 


Stephenson, H. D. (G. Stal er), Newcastle upon Tyne, 
Stokes, J. D. (L. H. Weatherley), 1 sond on. 

Stone, J. G. (W. H. Lawson to 

SE A. G. (F.R Rabon) London, F 
Stumm, E. (A. Barrow), Lond on P 


Summerfield, P. J. (G. E. A. Bendall), Birmingham. 


Sunderland, O. (K. R. Cork), London. f 
Swift, G. W. (J. A. Fairbotham), Hull, 
Sykes, J. (J. W. Richardson), Stourbridge. 


Targett, P, G g. C. J. Clark}, Hove. 
Taylor, B. C . Í. Daniel), Swansea. 
. Gasking), Ormskirk. 
. Goodrich). London. 
. Hillyer), London. ` 
. G. Jolliffe), Newport, Mon. 
(C. M. Whitharn), Halifax. 
. M. Strachan), Hull. 
H. J. Anderson), Birmingham. 
G. H. F. Storey), London. ` 
. R. Lewis), Luton. 
, H. On S Oshorne), Birmingham. 
Tinwell, G . (V. N. Strevens}, London. 
Tizzard, B. SS (R. G Fox). Southampton, 
Townsend, D . (C. E Hampton), Birmingham. 
Treble, A. J. (J. N. Rowers) Liverpool. 
erh B. A. (J.H . Wilson), London. 
Tudball. B. (J. Godfrev). London. 
Tunnicliffe, A. R. (D. W. Carter), Kingston upon Thames. 
Turner-Jones, (Miss) M. A. (N. F. Trayler), Bognor Regis. 


vd 
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y, 
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Thomas, P. M. 
Thompson, I. 
*Thompson, M 
Thomson, D. 
Thorniley, O. 
Tildesley, J. 

Tinsley, 


St 
Re 


R. 
R. 
M. 


p: 


Varcoe, M. G. (C. W. Tyrrell), London. 
Vaughan, Ge K. (D. H. Rooke), London, 
Vertue, C e B. (D. T. H. Nicholson), London. 
Vizard, K . (L. Freeman), Leicester. 


Wailes-Fairbairn, A. G. (S.M Duncan), London. 
Waine, R. C. (J. C. MacGregor), Liverpool. 
Wakeling, W. J. (G. A. J. Morris), London. 
Walker, J. A. (D. Swain), Birmingham. 
Walker, R. J. (H. L. Fellows), West Bromwich. 
Walker, (Miss) S. (E Watts), London. 
*Walsh, J. B. (D. H. Peed), London. 
Warburton, L. A. (N. J. Williams), Warrington. 
Ward, J. OS Malkin); Stoke-on-Trent. 
Ward, J. H. (J. F. Pashley), Newcastle upon Tyne. 
Warman, C. R. (R. S. Paterson), London. 
Warwick, A. C. (F. a Thompson), Newcastle upon Tyne. 
*Watson-Smyth, C. M. (E. G. Turner), Manchester. 
Webb, B. D. (G. Hay), Aylesbury. 


* See also Certificates of Merit above. 
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Webster, E. J. J. Godfrey), London. Wilson, J. V. (H. J. Williams), London. 
*Weisberg, M. D. (A. L. Westbury), London. Wissa, S. A. G. Ke Pells), London. 
Weissberger, E. C. J. (M. S. Josephs), London. Wood, A. J. (R. F. Sumner), London. 
Wells, T. V. (J. E. Wootton), Wolverhampton. Wood, D. L. (R. E. Wray), Colchester. 
Weston, A. P. (E. T. Worsley), Birmingham. Wood, J. A. (J. B. Saint), Carlisie. 

White, W. J. (E. A F. Cartwright), Horsham. Wood, J. D. (F. A. Prarie): London. 

Whyte, A., R. (G. D . Cucksey), London. Woodford, G. A. (L. C. Simpson), Leicester. 


Widmer, A. D. (E. F. Weston), London. 
Wilcox, M. J. (G. P. Stevens), London, 
ilden, G. J. (P. J. Scrivens), Birmingham. 
Wilkes. A. D. (G. H. Yarnell), Brighton. 
Wilkinson, J, B. (J. F. Watson), Leeds. 
Williams, L. A. (E. T. Denton), Liverpool. 
Wilson, B. A. (J. Taylor), Manchester, 


Woodworth, P. G. (W. A. Dodd}, Manchester. 
Wright, A. C. (M. Moore), London. : 
Wright, G. R. (L. M. Keen), Southend-on-Sea. 


Yates, J. R. S. (R. A. Thompson), Sutton Coldfield. 
Young, R. J. (F. A. M. McDanell), London. 
Young, S. (H. D. Bradley), London, 


* See also Certificates of Merit above. 


424 Candidates passed. §26 Candidates failed. 


PRELIMINARY EXAMINATION 
Held on November roth, 11th, 12th and r3th, 1953 


Full List of Names of Successful Candidates 


On alphabetical order) 


Garner, J. M., Windermere. 
Gordon, Ge W., Cheltenham., 


Armstrong, G. D., Carlisle. 


Ball, W. R., Alston. Grant, lw , Pinner, 
` Bermon, J. H., Westcliff-on-Sea. Grassby, E ‘Windsor. 

Bocker, C. Q. K.. London. Green, B. R., Ruislip. 

Briggs, D. G., Stafford. Guthrie, A. W., Warrington. 
rooks, R. S.. Ruislip. 
rooksby, K., Nottingham. Hall, A. W., Birmingham. 
ye, D. S., Middlesbrough. Harding, P. B., Solihull, 

an ù Harris, J.. M., London. 


Hay, J. R., Newark. 

Hazlewood, A., Derby. 

Heaford, J. A., Warrington. 
Heathcote, J..F., Waltham Cross. 
Hindle, M. R., London. 


Capon, D. J., St Paul’s Cray. 
Close, D., Preston. 
Cruickshank, J. A., Tonbridge. 


Dickinson, D., Manchester. 
Docker, A. W., Birmingham. ‘ 
Dodwell, A. H., Saughall Massie. Ioannides, I, A., London. 


Evans, David W., Harrow. Jack, D. B., Stafford. 
Evans, Dennis W., Ruislip. 


Kaplin, A. V., London. 


Forshaw, P. J., Liverpool. Kaye, M. L., Cambridge. 
French, P J., Middlesbrough. 
French, R. G., London. Leach, G., Elland. 


Deloitte Prize for the year 1953 


Mason, D. P. E., Eastbourne. 
Mana. Gs Walton-on-Thames. 
Millar, R. N., Salisbury, 

Miller, DF ` Cheltenham. 


Mitchell, J. Li Worcester Park. 
Monckton, F. P., Kenley. 


O'Reilly, T. M., Bromley. 


Pakshong, M., London. ` 
Periton, D. B., Richmond, Surrey. 
Plowman, T. C., Farnham Royal. 


Rawstron, R., Burnley. 
Robinson, I. N., Newcastle upon Tyne. 


Salmon, R. E F., Rickmansworth. 
Shaffer, A. L., St Annes-on-Sea, 
Sharpe, W. B., Wallasey., 
Standring, P. A. F., Dorridge. 

' Steggall, (Miss) S. E., Leigh-on-Sea. 


Turner, D. K., Manchester. 


Warne, R. M., Slough. 
Woolhouse, T. H. L., Hendon. 


Favell, Malcolm Edward (Epsom) (May 1953 Preliminary Examination) 


58 Candidates passed. 


109 Candidates failed. 


Summary of Results 


Final Intermediate Preliminary Total 
Candidates Successful .. 385 424 58 867 
Candidates Failed 471 526 109 1,106 
Candidates Sat .. 856 950 167 1,973 
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INSTITUTE OF MUNICIPAL TREASURERS 
AND ACCOUNTANTS 


Results of Examinations held in November 1953 


First Place, “Arthur Collins’ Memorial Gold Medal and the Institute 


Prize of £10 Ios 


Haynes, Frederick Thomas Camberwell M.B. 
(Passed Part B at a previous examination) 


Second Place and Prize of £5 5s 
Brailsford, John Richard, Doncaster C.B. 
(Passed Part B at a previous examination) 


FINAL EXAMINATION 


¥ 


Third Place and Prize of £3 3s 


McMillan, Colin George, Liverpool C.B. 


PART A 


(Passed Part B in November 1953 
and Part A at a previous examination) i 


Fourth Place and Prize of £2 2s 
Ball, Stanley Robert, Lewisham Group HMC 
(Passed Part B at a previous examination) 


Awarded the ‘Philip Howes’ Memorial Prize of Books to the value of {ro ros for Local Government Finance 


Gray, Leonard Richard. Great Yarmouth C.B. 


Awarded the ‘John Elliott’ Memorial Prize of £10 10s for Advanced Accountancy: 


Acheson, W. E., Tottenham M.B. 

*Ball, 5. R., Lewisham Group HMC, 
Barber, A. O., Cheadle and Gatley U.D.C. 
Bettridge;, G. W., Hampshire C.C. 

*Bigg, D. C., Buckinghamshire C.C. 

*Blacklock, E. H. G., Ufracombe U.D.C. 

*Bond, M., Canterbury C.B 

*Brailsford, J. R., Doncaster C.B. 

*Brown, T. E., Fife C.C. 

, *Butler, E. S., "Stoke-on-Trent C.B. 


*Campbell, L. S., North Western Gas 
Board ee Kendal & Lancaster 
Groups 

Carroll, ` Oldham C.B. 


*Cassels, D. ., Oldbury C.B. 
*Clampin, A. B., Somerset C.C. 
*Clarke, D. M., Gt. Yarmouth C.B. 
*Collins, W. J., North Western Electricity 
Board. 
Copley, J. S., Bracknell Development 
orporation. 
*Cornwell, R. E., Coventry C.B. 
*Cotton, C. E., Birmingham C.B. 
Couling, L. C., High Wycornbe B. 
Courtney, K. E., West Bromwich B. 
*Crook, D. R., Caernarvon & Anglesey 
H.M.C, 
Croucher, R. W., Bath C. B. 
Davey-Smith, G: , Warrington C.B. 
* Devenish, H. E., Bristol CB. 
*Doig, W. B., Inverness C.C. 


Awarded the President's Prize of £5 5s for the highest marks in Part B: 


- *Lay, E. E. 


Brailsford, John Richard, Doncaster C.B. 


*Downham, R. D., Holborn M.B. 

*Ducker, L. H., Bedfordshire CC, 

*Evans, J. P., Glamorgan CC 
Fletcher, C. T., Hertfordshire C.C. 
Gandy, R. H., London C.C, 

*Gordon, C., Portsmouth C.B, 
Gray, L. R., Great Yarmouth C.B. 
Guest, W., Liverpool C.B, 

*Hall, C. Halifax B. 

*Haynes, F. T., Camberwell M.B. 
Hodges, G., Watford B. 
Hollis, G. N., Harrow U.D.C. 
Hotter, R. O., Leicester C.B, 

*Huntley, D. J., Swansea B. 

*Hurdle, A. J., City Treasurer's Depart- 

ment; Nakuru. 


“Johnson, R., Durham C.C. 

Keeley, E. Å; Stroud U.D.C. 

Kelly, J. D., Hertfordshire C.C. 

*Knox, L. A., Southgate B. 

‘Lawton, R. H. , Brighouse B. 

Hendon B. 

May, L. G., Barnstaple B. 

„McCormac, I. C., Southampton C.B. 
*McKay, W. H., Lanarkshire C.C. 
de D. F., Wimborne & Cranborne 


Miller: D V., Oxford CD 


* Passed Part Bi at a previous examination. 


PART B 


Sidebotham, Roy, Hyde 


Milnes, R. D., Bentley-with-Arksey , 
U.D 


D.C. 

*Page, D., Sussex (West) C.C. 
Perryman, G. A., Looe U.D C, 

*Rawson, C. R., Nottingham C.B., 
naven d H., Rotherham C.B. 

*Rix, A. W., Bethnal Green M.B, 
Roberts, K., Warrington C.B. 
Robinson, F, Lancaster B. 

*Roper, E. R. D., Norfolk C.C. 

*Russell, R. G., ‘Taunton B. 

*Sanson, S. Ja Birmingham C.B. 

*Sault, B. E., Portsmouth C.B. f 
Sharp, J. Pa Aberdeen S.B. 

*Sheldrake, W. J., Wanstead & Woodford 

B. 


Shoebridge, W. R., Ipswich C. B. 
Smith, C. H., Stafford 
*Smith, P. T Oxford C.B. 
*Spriggs, G. W., Birmingham C.B. 
Stokoe, K. S., Tynemouth C. B, 
Taylor, D. G. H , Hyde B. 
Thompson, B., N ewcastle upon Tyne C.B. 
*Thompson, D. A., Smethwick C.B 
*Wallace, J. S., Horsharn U.D.C. 
*Warren, J. G., Stockton-on-Tees B, 
Webster, IK. W., Somerset C.C. 
Williams, CG. J., Wolverhampton C.B, 
Williams, J., North Western Gas Board 
(South Lancashire Group). 


e 
4 


a 


Awarded the ‘G, A. Johnston (Dundee) Prise of £3 gor Stattstics 


*Ainge, R. C., Leicester C.B. 
*Barnes, P. C., Hayes & Harlington U.D.C. 
*Bartram, D. G., Coventry C.B 
*Bebb, E. P., City Treasurer's Depart- 
ment, Nairobi. 
*Bence, R. M. R., Burton-on-Trent C.B. 
Berry, J. H. J., Chard B. 
*Bromley, R. A., Nottingham C.B. 
#Carter, T. E., Birkenhead C.B. 
Cranwell, B. C., Nottingham C.B. 
*Davis, M. B., Worthing B. 
Ellis, G. M., Bedfordshire C.C. 
Evans, C. W., North Western Electricity 
Board (No. 4 Sub-Area). 
*Foxley, E. F., St Helens C.B. 
*Fyfe, C. N., Motherwell & Wishaw S.B. 
Gill, R. K., "Kingston RECH Hull C.B 
*Girling, J. R., Poplar M.B 


McMillan, Colin George, Liverpool C. 
*Griffiths, G. H., Neath B, 


*Harvey, A. D Northampton C.B. 
*Hoccom, SH ., Birmingham C.B. 
*Hughes, S . T., Coventry C.B. 


Jennings, W. E., Buckinghamshire C.C. 
Jomes SC Birmingham (Selly Oak) 


*Jolliffe, W. O., Winchester B, 
*Lodder, E. B., New Forest R.D.C. 
*McMillan, C. G. Liverpool C.B, 
Melrose, É. D., Durham C.C. 
Midgley, J. Vi ' New Forest R.D.C. 
SE J. E., Hampshire C.C. 
*Murkin, C. G., “Hertfordshire C.C. 
#Osborn, C. S., "Wanstead & Woodford B. 
Parrish, J. M., Birmingham C.B. « 
*Pearson, W. D., Lancashire C.C. 
*Phillips, B. H., Folkestone B, 


* Passed Part A/2 at a previous examination. 


Plant, E. W., Dukinfield B. 

*Protheroe, i. H., Hemel Hempstead 
Development Corporation. 

Roddam, W., Billingham U.D.C. 
*Sharples, H. ` Aireborough U.D., C. 

Sidebotham, R., Hyde B. 

*Smith, 5., Urmston U.D.C. 

Stonehewer, F., Stoke-on-Trent C.B, 

Stoodley, P. E. W., Dorset C.C. 
*Stubbings, W. F. G Bradford C.B. 
*Thomas, A. Ww Hertfordshire C.C. 
*Turner, P.W , Derbyshire C.C, S 
*T yler, R. E. A. Gillingham B. 
*Vivers, R., Luton B. 

M Wakefield (No. 9 ‘A’ Group) 


*Wood, R. G. H., Leicester C.B. 


NB. The places and prizes in the Final examination have been awarded on the combined results of both parts where the concluding 
part has been passed in either the May 1953 or the November 1953 examinations. 
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Summary of Results 


Intermediate Final Part A Final Part B Total 
No. per cent No. per cent No. per cent No. per cent 
Passed yr Se 62 28 80 28 48 51 190 32 
Failed ae ne 158 72 202 72, 46 49 406 68 
Total .. de 220 100 282 100 94 100 596 100 


THE SOCIETY OF INCORPORATED 
ACCOUNTANTS AND AUDITORS 


Results of Examinations held in November 1953 
FINAL EXAMINATION Parts I and II 


Honours Candidates (4) 


First Certificate of Merit and First Prize Third Certificate of Merit 
McPhee, Donald Frederick (with H. Lomax & Co), Jefferys, James Llewellyn (J. L. Jeffreys), Chatteris 
i Manchester Fourth Certificate of Merit 
Second Certificate of Meri Bunn, William (with Price Waterhouse & Co), 
Field, Robert Baden (with F. A. Ritson & Co), Elgin Newcastle upon Tyne 


Belfast 
‘ Newall, R. (with H. V. Kirk, Palmer & Co). 
Birmingham 
Lewis, J. (with S. Sara & Co). 
‘McCrindle, A, D. (with Howard Smith, Thompson & Co). 
Morgan, R. W. (with Thomson McLintock & Co), 
Shehata, M. A. (with H. F, Adams & Co). | 
bere? P. C. (with Howard Smith, Thompson & Co). 
Ward, E R. (with Howard Smith, Thompson & Co). 
Blackpool 
Bury, R. (formerly with T. Alan Gott). 
Shenton, T. R. (with C. Nuttall). 
Bombay 
Subba Rao, K, (formerly with Gondalia & Mandviwalla). 
Bournemouth 
Puddle, P. G. (with Bicker, Son & Dowden). 
Bradford 
Hardcastle, R. (with R. S. Dawson & Co). 
Holt, J. dek Armitage & Norton). 
Lawrence, D . (with Rhodes, Stringer & Co). 
Brighton 
Re R. J. (with W. B. Keen & Co). 
Rignell, D, J. (with Friend-James, Sinclair & Yarnell). 
Bristol 
Mann, J. M., B.A.(com.), (formerly with A. F. Roberts). 
Burton-on- Trent 
ara J. aves Thomas Bourne & Co). 


West, R. L. (with Thomas Bourne & Co). 
Calcutta 

Roy, D. (formerly with K. Gutgutia). 
Cardiff 

Irons, C. S. (with R. H. March, Son & Co). 

Spargo, K . (with Ralph Burford & Son). 
Carlisle 

Hogarth, J. (with James Watson & Son). 
Chester 

Morris, J. V. (with Walter Baird & Co). 
Coleraine (N. Ireland) 

McKinley, W. (with Harold F. Bell & Co). 
Dublin 

Baker, A. R. qon oma & Kenny). 

Condon, M. P. (with J. H. Barton & Co). 


. Fagan, W. D. K. {with M. J. Bourke & Co). 
Riall, R. J. P. (with Purtill & Co). 
Walsh, J. E. (with Fagan & Co). 
Glasg 
Thurley, S. C. (with Adam Ker & Sangster). 
Grimsby 
Hamill, G. (with Cole, Dickin & Hills). 
Sellar, F. (with Hodgson; Harris & Co). 
Hastings 
Thomas, A. E. (with Spun Brothers, Jukes & Co). 


ve 


Hitchin 

Woods, T. J. (with Wickham, Hunt & Co). 
Houghton-le-Spring 

Tate, W. S. (with Robert Miller & Co). 
Huddersfield 


Furness, G. (with Wheawill & Sudworth). 
Wilkinson, B. (with Wheawill & Sudworth). 


ull 

Collins, P. cae Carlill, Burkinshaw & Ferguson). 
Pawson, W. S. (with Scotter & Co). 

Richardson, K. G. (with Sowerby & Rushforth). 
Thompson, M. (with Hodgson, Harris & Co), 


Keighley 

P He AR F. H. (with Smith, Dolby & Co). 
Kendal 

Thompson, G. M. {with W. H. Stables). 


Kidderminster 
Bennett, L. J. (with Moulder & Tyers). 


Kingston upon Thames 
arris, D. P. (with H. Menzies & Co). 


Leeds 

i Kaena J. (with Price Waterhouse & Co), 
Rhodes, D. (with Whitfield & Co). 

Leicester 
Austin, D. A. (with F. W, Clarke & Co). 
Charles, D. A. (City Treasurer’s Office). 
J ackson, B. M. (with Alfred G. Deacon & Co). 


Lincoln 
Hains, D. W. S. (with L. M. Bayliss & Co). 


Liverpool 
Campbell, K. (with W. L. Jackson & Hesketh). 
Dunning, H. E. (with E. J. Williams & Co). 
Knisz, P. L. (with W. H. Walker & Co}, 
Mew nied . A. (formerly with Peat, Marwick, Mitchell & 


Co). 
Roden, E. V. ee Chalmers, Wade & Co). 
Williams, K. N. (with Louis Nicholas & Co). 


London 
Arundell, V. C. (with Milne, Gregg & Turnbull), 
Baldwin, T. L. H. (with Miall, Harper & Co).. 
Boyce, D. W. (with Binder, Hamlyn & Co).. 
Brooke, R. L., B.COM. (with Clarke, Pickering & Co). 
Bushell, F. R. (with Pike, Russell & Co). 
Chamberlain, R. (formerly with Hereward, Scott & Davies). 
Crane, D. W. {with Allan, Charlesworth & Co). 
Crickmore, A. J. tg Dunn, Wylie & Co). 
Decker, R. G. J. (with W. B. Keen & Co), 
Dubois, M. H. (with Dubois & Co). 
Dupont, E A B.COM. aan Tansley Witt & Co). 
England, L. G. (with Kemp, ee Co). | 
Evans, M M. R. (with R. F, B & Co). 
Fulton, A. J. (with Charles “Clark & Co). j 
-Gal, T. M. (with Farr, Rose & Gay). 
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London coe ee Nottingham 
Goodman, E. N. (with Bartfield & Co), eae D, C. (formerly with Prior & Palmer). 
Heathcote, JA . (with Barton, Mayhew & Co J. Allen, H Se Mellors, Basden & Mellors). 
Humphreys, E. W. (with Deloitte, Plender, Griffiths & Co). seg J.D , D. (with Burrows & White). 
Johnson, L. S. (with Hodgson, Harris & Co). Slater, J. A. (with Rogers, Son & Spencer). 
Johnston, D. H. S. (with Kemp, Banen & Co). Peterborough 
Keen, T. W SE Woodington, Bubb & Co). Andrew, J. I., B.SC.(ECON.) (with Denis Rawlinson & Co). 


Lennard, S. M. (with S. L. Lennard). 


Loosemore, J. H. (with Pannell, Crewdson & Hardy), EE 


Marshall, J. R. (with Gane, Jackson, Jefferys & Freeman). Plymouth 

Mecklenburg, L. P. (formerly with Whinney, Smith & Cullum, D. L. (with White & Pawley). 
Whinne y): Portsmouth ` `. 

Mihill, D. G. (with Hibbert, Sier, Mee & Co). Crispin, A. B. (with Morris, Crocker & Co). 

Moore, H. G. (with Kingston, Smith Co). Whitfield, D. T, (with Edmonds & Co). 

Moses, H. L. (with Bernard Phillips & Co. Preston 

Newstead, J. (Borough Treasurer’s Department, Islington). Gilleade, J. K es Moore & Smalley). 

Oakley, L. C. (with Mordant, Jarvis, Garvin & Co). Rawlinson, R. G. (with Wilkinson & Freeman). 

Perren, A. (with GENEE SE Tillett & Co). Rochdale 

Pitman, J. M. (with Spicer egler). 7 

Pottle, A. C. (with Rawlinson & Hunter). Wild, A. (with Stott & Golland). 

Ridler, F. Avtar M. S. Bradford & Co). Salisbury (S. Rhodesia) 

Riggs, J. S. (with Russell & Co). Dryden, D. C., B.A. (with Gabriel & Co). 

Seglias, Miss d K. (with Calder-Marshall, [botson & Bound). Sheffield 

Simpson, L. G. R. (with Peat, Marwick, Mitchell & Co). Doman, D ër Henry Toothill & Son). 

Spenceley, Ze M. (formerly Treasurer's Department, Friern Pescud, G, D. (with Joshua Wortley & Sons). 
Barnet). , , Richmond, J. G. (with Wells, Richardson & Co). 

Weaver, D. G. (with Peat, Marwick, Mitchel] & Co). Stenton, J. E. (with Joshua Wortley & Sons). 


were A. S. (with Gérard van de Linde & Son). 
West, J. E fee Broads, Paterson & Co). 
Weston, C. R. (with ith Woodington, Bubb & Co). 


Southampton 
Rodaway, G. M. (with Radford, McColl & Co). 


SIE . Southend-on-Sea 

EE formerly Borough “Treasurer's Departe. "` Gate, R. W. (with Porter; White & Manning): 

Williams, L. R. (with Miall, Harper & Co). Southport ` 

Wilson, E. J. (with Clarke, Pickering & Co). Pickering, D. B. {with Lithgow, Nelson & Co). 

Woodhams, E. J. (with Graves, Causer & Co). South Shields 

Woods, P -L (with Spicer & Pegler). Greenwood, W. H. (with J. H. Whyte). 
Ludlow Stafford / 

Jones, P. B. (with Asbury, Riddell & Co). Jarrett, J. E. (County Treasurer’s Department). 
Luton Stoke-on-Trent 

Manton, S. C. (with Godfrey, Laws & Co). Lawton, W. (with Bourner, Bullock & ee): 
Maidstone Rutter, J. E. (with E Downward), 

Fuller, B. H. (with D ith & Hunter)... Swansea 

me SS SE SE Tonkin, A. (with Frank C. Bevan & Co), 

Manchester l Swindon 

Deacon R W. Ver ank Tare E ais Jones, E. G. (Borough Treasurer’s Department). 

Giblin, P. {with Jones, Crewdson eech Thames Ditton 

Hampson, G. (with Robert Archer & C o). Kirkman, R. E. M. (Inland Revenue). 

Morris, H. B. (with Deloitte, Plender, Griffiths & Co). Waterford (Eire ) 

Rawlings, H. (with Handley, Wilde & Charlton). ` White, T. F, (with W. A. Deevy & Co). 

Speak, J. (rith Dry a ta Jone H. ra Co). Weston-super-Mare 

peak wit ryden, Dorrington 0). - : 
eege sr A SE e Ge & Co Co). ` Së SESCH T. I. (with J. & A. W. Sully & Co). 
tt, e 

ee EE Atherton, J. (with John King & Son). 


i l Workington 
Fowles, W. J. (with Saffery, ‘Sons & Co). Smith, H, (with J. Jackson Saint & Co). 


`- Merthyr Tydfil Worthing 

Lewis, E. (with W. M. Howell). Parker, Miss L. J. (with Rickard, Chambers & Co). 
Middlesbrough York - 

Dixon, J. E. (with Peat, Marwick, “Mitchell & Co). Cockayne, M, (with Peat, Marwick, Mitchell & Co). 

Marquis, E. (with Peat, Marwick, Mitchell & Co). Wragg, C. E. (with Barron & Barron). 
Newcastle upon Tyne Names on request to the Secretary. 

Maei; J. Ae ee EE E & Co). Candidates Passed (21 I) 

organ, A. (with John Winn o). 
Swonnell, C. (with Price Waterbouse & Co). FINAL EXAMINATION Part II only 
Names on request to the Secretary. 
Nee Br W ith Walter Hunter, Bartlett, Thomas & Co). Suds cece Masala 
ba E alter Hunter, a S The next examinations of the Serie will be held on May tb, 

Northampton yath, 13th and 14th, 1954. Completed applications should reach | 

Adams, H. T. (with Kilby & Fox). the Secretary not later than Monday, March rsth, 1954. 

i ` (Candidates Passed (162) 
41 
Summary of Results 
Final 
p A Modified 
Candidates Parts I S II Part] Part I! -Intermediate ` ` Preliminary Preliminary ` 
Passed Së Ge sg, y. 240 12% it 5I I4 
Failed sg Ga ,, 60 392 144 474 82 27 


‘Twenty-two candidates who sat for Parts I and II of the Final examination satisfied the examiners in Part I only. 
Eleven candidates who sat for Parts I and II of the Final examination satisfied the examiners in Part II only. 
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THE UNIVERSITIES SCHEME 


N 1943, a joint committee, under the chairmanship of SIR 

ARNOLD McNair and consisting of representatives of the 

universities and university colleges, the Institute, the Society 
and, later, the Association, was set up to consider the question 
of the education of prospective. accountants in the universities. 
Its findings, known as the McNair report, were published in 
1944, and in 1945 a joint standing committee (with similar repre- 
sentation) was established to carry out the adopted recommenda- 
tions of the original committee. The first report of this admini- 
strative body, published in 1949, dealt with the first three years 
to 1947-48. Its second report, just issued, covers the subsequent 
five years to 1952-53. 

The outline of the scheme now in operation is that certain 
universities in England and Wales (Oxford and Cambridge are 
not included although both are represented on the joint standing 
committee) provide specially designed full-time internal degree 
courses for students who contemplate becoming accountants. The 
three accountancy bodies mentioned above are prepared, in turn, 
to grant exemption from their intermediate examinations to clerks 
who have graduated in one of these special university courses. 
The scheme is voluntary. Graduates in other courses may still 
enter the accountancy profession but they do not qualify for. 
exemption from the intermediate examination. 

The principal subjects of the special degree course are account- 
ancy (including costing, auditing and taxation), economics and 
law (including principles of English law, law of contract, com- 
mercial law and executorship). The three accountancy bodies 
require each candidate, before sitting his final professional 
examination, to have a minimum of three years’ practical 
experience, acquired in the manner prescribed by their respective 
regulations. They also emphasize that while some of this experi- 
ence may be had during university vacations, it is important that 
most of it should be obtained after completion of the degree course. 

It was estimated in the McNair report that the annual intake 
of students under the scheme would be about 200. So far, the 
actual numbers participating have fallen far short of that estimate, 
the figure for 1952~53, for example, being 146. Exemptions from 
their intermédiate examinations granted by the accountancy 
bodies up to October 1953 had totalled 245. By the summer of 
1953, 75 candidates in all had passed their final examination. 

The joint standing committee points out that the scheme must still - 
be regarded as being in the experimental stage. It takes six years to 
obtain both the university degrec and the professional qualification 
and as the scheme has been operating for only eight years, it is 
premature to draw any firm conclusions from the results to date. 
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THE ACCOUNTANT 


February 6th, 1954 





AND SERVICE STATISTICS 


publications: (1) Hospital Costing Returns 
for the year ending March Ist, 1953,! and 

(2) Hospital and Specialist-Services Statistics for 
the year ended December 31st, 1952,? both in 
respect of hospitals in England and Wales. . 

The costing returns are classified to show 
(Part I) hospitals administered by regional 
hospital boards and hospital management com- 
mittees, and (Part II) hospitals administered by 
boards of governors of teaching hospitals. In 
respect of each hospital is shown (a) average 
available staffed beds; (b) percentage of beds 
occupied; (c) number of out-patient attendances; 
and (dl average cost per week of maintaining a 
patient. This cost is shown for some twenty-odd 
headings of expenditure, the items falling into 
two main groups: (1) running charges, and (2) 
standing charges. From the total standing charges 
is deducted total direct credits and the resulting 
figure added to the total running charges. To this 
result is added total extraordinary expenditure 
to arrive at total inclusive net cost. This figure 
is then adjusted by the deduction of a notional 
out-patient cost (five out-patients being assumed 
to be the equivalent cost of one in-patient day). 
Finally, this adjusted figure is again adjusted by 
a vacant bed factor to leave an ‘adjusted in-patient 
cost’. | 

In a foreword to the document, the Ministry 
of Health express the hope that: 


“Notwithstanding the limitations of the present 
costing scheme, the making of comparisons be- 
tween the average costs of comparable hospitals 
and investigation into the reasons therefor should 
undoubtedly lead to improvements in methods of 
administration and economies. It is mainly with 
this object that these returns are published.’ 


We doubt whether the Ministry’s hope will be 
realized. If extravagances exist they are contained 
in such a jungle of figures that they will be 
missed or perhaps wrongly interpreted by the 
Inexpert eye. One example will suffice. The 
notional figure for out-patients is deducted only 


Te Ministry of Health has issued two 


1H.M.S.O. 12s 6d net. 
SH AM GO. £1 net. 


from the total inclusive net cost; it is not deducted 
from any of the twenty-odd subjective headings. 
of expenditure making. up this net cost. Yet, to 
obtain the unit costs under each heading the 
expenditure is divided only by the number of 
in-patients! 

One of the major tasks facing both the Ministry 
of Health and hospital authorities is the prepara- 
tion and publication of condensed statements of 
relevant statistics which will enable like to be 
compared with like. It should be understoog 
that the subjective headings of the costing 
returns are merely the items which a hospital 
buys, and not those which it produces. It buys 
the services of doctors, nurses, cooks and oth¢@ 
staff and it buys materials such as provisiofs, 
linen, dressings, etc., and it converts these į 
‘products’ — patients treated, operations fper- 
formed, X-ray examinations, and so forth. 

Costing returns should show up the cost of 
these and other products, and it is for these 
products that costs should be calculated and 
published. To be of real value, both for purposes 
of control of expenditure and of making compari- 
sons between hospitals, costs must be related 
to the services rendered. Otherwise, hospitals 
which fail to provide various desirable services; 
or provide them inadequately, may nevertheless 
earn full marks for economy on their figures of 
subjective unit costs. The wide range of costs 
shown in the réturns for apparently comparable 
hospitals is significant in this connection. 

Practically the same criticism may be levelled 
at the Hospital and Specialist Services Statistics. 
This document sets out the number of medical 
staff, dental staff, professional and technical 
staff, nursing staff, domestic staff, etc., but 
relates this staff only to the total number of 
beds, of new out-patients and of out-patient 
attendances, and not to the work they have 
carried out in their respective spheres of activit 
For example, nursing staff is employed in 
in- and out-patient departments and operating 
theatres, etc., but no separation is made so that 
one may relate the number of nurses to the work 
done in these sections of hospital work. ` 
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SICKNESS AND THE TERMINATION 
OF EMPLOYMENT 


by A BARRISTER-AT-LAW 


OST employers are faced at one time or 
Ñ / another with sickness in members of 
their staff which either lasts such a 
length of time or occurs so frequently that the 
continuance of pay for the whole period of 
absence does not seem justified. The sick man 
may be known to receive assistance from else- 
where and the financial strain on perhaps limited 
resources within the business makes it difficult 
sto continue full payment without work in return. 
This is eSpecially the case when the sickness is 
long in comparison with the total length of time 
the employee has been or is expected to remain 
the business or where there has been a record 
persistently recurring absences for minor 
plaints. 
The amall business ay hardest hint all by this, 
of- course, for the larger concerns can always 
spread their losses over a much greater number 
and thus show a very small average rate of 
absence. Nevertheless, there does eventually come 
a time when even the largest institutions feel it 
impossible to carry on indefinitely the support 
of some of their staff, and the employment is 
: terminated for ‘an unsatisfactory sickness record’. 
What is of interest, however, to most em- 
-ployers who have no set rules for such cases 
which have formed the basis of the employment 
contract, is to know what they can do about it 
when claims on the business are getting out of 
. hand. If he has omitted to make conditions of 
engagement to the contrary, has the employer to 
continue to pay indefinitely, or is he under no 
obligation to pay at all while the work is not 
being done? Does prolonged illness itself termin- 
ate the contract of employment or does it merely 
enable the employer to give notice? 
' Looked at from the point of view of the sick 
person, the loss of a position at a time of sickness 
is a very considerable financial blow and a great 
worry, especially if the- position had seemed 
permanent and there are dependants to support. 
‘There are some, though, who aré not greatly 
concerned at the prospect of losing their job in 
times of labour shortage, and who will be shaken 
out of a hypochondriacal frame of mind only by 
the pressing necessity of finding money from 
somewhere to meet the next week’s rent. 


Outside Opinion - 


Whichever is the position, however, the em- 
ployer must be above criticism, or endeavour to 
be, when he takes any action, for if he appears 
to act unfairly he will lose all the support of his 
employees and may well find himself the subject 
of very powerful pressure from the union of the 
man concerned. Outside opinion is almost inevit- 
ably in support of the employee and there is a 
danger of very widespread ill-feeling at any 
suggestion of meanness in taking advantage, for 
the mere saving of his wages, of a man who is 
sick. Quite apart, therefore, from any motives of 
decency towards the man himself, philanthropy 
today still often pays the 5 per cent, and the 
increased goodwill which a business will earn 
from a proper treatment of its staff, both from 
others on the staff and from the general public, 
will more often than not repay handsomely a 
gesture which goes beyond what is legally neces- 
sary or even morally due. 

One instance which occurred recently illus- 
trates the harmful effects of acting with too 
narrow an outlook. A fairly large organization 
gave notice to an employee who bad been with 
them for about fifteen years on learning that he 
had contracted a disease of the lung. The em- 
ployer was generous to the extent of paying for 
six months when the engagement required only 
one month’s notice, and endeavoured to evade 
the issue by stating that the man was discharged 
for unsuitability. 


The Employee’s Reaction 


The man himself was naturally very much 
worried by this treatment, and managed to 
muster quite a body of support both from’ his 
union and from the staff at his place of work, 
who very speedily learnt the facts of the case. 
Quite apart from the bad effect on the work of 
the staff that must have directly resulted, there- 
fore, from this action, there were very speedy 
repercussions from outside: the union were in a 


Strong position to enforce a boycott of the com- 


pany and in effect drive it from business alto- 
gether if they wished by calling for support from 
associated organizations, and the employer was 
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quickly forced to recognize his mistake and re- 
instate the man. 

It is often the case that the man who is least 
willing and competent in his work is the quickest 
to muster support and cause trouble when he 
feels that an injustice is being done to him, but 
it is not suggested that any employer should be 
influenced by such considerations. Employees 
are, of course, quite capable of judging the 
merits of any particular action in their own minds, 
if not impartially at the time at any rate after a 
while has elapsed, and those who feel that their 
security is not sufficiently assured will quietly 
make arrangements to transfer their services 
elsewhere. The good employers are quickly 
known beyond the range of the employment ex- 
changes and appointments boards which supply 
them with recruits, and in just the same way the 
constant demand for fresh labour will usually 
brand the firm which offers poor conditions. 

With all these other considerations, it scarcely 
seems Important to know what the legal position 
is at all, but there are instances where it is as 
well for the employer to be familiar with his 
rights and obligations at law, even though it may 
be better each time not to be guided too strictly 
by other considerations than common sense and 
fairness. 


Sickness an Expected Incident 
of Employment 


The first principle to bear in mind is that if 
there is a contract of service subsisting it will 
continue to subsist until terminated either by the 
fact of illness or by the act of one or other of the 
parties, that is by notice. The questions that arise 
are, therefore, when does an illness itself ter- 
minate a contract of employment and in what 
circumstances may an employer give notice 
because of illness. (This distinction is important 
principally where an agreement for an employ- 
ment for a fixed period is in force, without pro- 
vision for prior termination by notice.) 

The answer to the first question is not neces- 
sarily the same as the answer to the second, for 
an illness may be quite slight in itself, and yet 
come in culmination of a long chain of illnesses 
which has caused frequent absences from work. 

Apart from this, it seems from past decisions 
of the Courts that there is very seldom any 
justification for assuming that illness either 


terminates an engagement without the necessity, 


for notice, or justifies a formal termination of 
the engagement with notice. The Courts have 
always tended to take the view thàt illness is one 
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of the incidents of a contract of personal service 
that must be in the contemplation of the parties 
when it is made, and that it cannot therefore~ 
interfere with the contractual obligations in any 
way except, of course, to excuse the employee 
from work during his incapacity. This is especi-. 
ally so, of course, where the illness arises as a 
direct result of the work undertaken. 

In one lawsuit, where a jockey had been 
engaged on a three-year contract and had sus- 
tained an injury during the early part of tbis 
period from a fall which threatened to keep 
him from work for some months, it was held that 
it must have been in thé contemplation of the 
parties when contracting for services in an in- 
herently dangerous occupation such as that of a 
jockey that work might be prevented by minor 
injuries, and that the contract would not be® 
broken by such an occurrence. 


Temporary Engagements 

On the other hand, it is obvious that if a ma 
is engaged for a temporary job, for instance, fdr 
a period of three weeks over Christmas, the pd 
week of which is to be devoted to training and 
the second two to long hours, and the person 
engaged is ill for the first two weeks, he’ can 
scarcely expect to be offered work on the third; 
some other assistant has in the meantime neces- 
sarily been engaged and is firmly established in 
his position. i 

The principle thus seems to depend on a 
number of factors, which appear in the mains 
differences in the circumstances of the two 
examples given: if the illness is long in relation, 
to the period of employment contemplated, it 
will more likely be regarded in law as either 
preventing the contract from coming into force 
at all or as justifying termination by the employer 
than if the position was intended to be perman- 
ent. If the injury is a direct result of the risks of the ` 
employment, even if quite serious, it is extremely 
unlikely that dismissal would be justified. 

If the employment was to be temporary, or to 
fill one definite position for which a substitute | 
has necessarily to be found (the best example of 
this is on the stage), the employer is usually 
justified in terminating the engagement or in re- 
garding it as not having commenced, even though 
the illness is of comparatively short duration. 

Unless it is otherwise agreed upon as a condi- 
tion of employment, wages or salary must be 
paid until employment is terminated in a regular 
way, except in those rare cases where the sickness 
is of such a nature that it terminates the employ- 
ment without notice. 
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NORTH AMERICAN COMMENTARY -L 


Current Accounting Opinions in the United States and Canada 


by KENNETH F. BYRD, M.A., 


B.Sc.(Econ.), A.C.A., C.A.(S.A.) 


- Professor of Accounting, McGill University, Montreal 


The Journal of Accountancy, 
New York, December 1953 
Auditors and Directors 


í LECTION of auditors by stockholders’, 
Ha this month’s editorial, ‘is also not 
uncommon, but it has little significance 
unless the nomination is made by the board.’ 
Many auditors, it appears, are appointed by the 
boards of directors, though selection by directors 
has not increased in recent years. The editorial 
stresses the advantage of direct access by auditors 
to the board, whether through an audit com- 
mittee or attendance at board meetings. It depre- 
‘cates cases where the board may have no know- 
ledge of limitations placed on the auditors’ work 
or of questions raised by them as to internal 
control. Such a possibility will seem strange to 
British readers. 


Internal and External Auditors 


Mr George A. Lee, c.p.a., believes it possible in 
certain circumstances for programmes to be 
undertaken jointly by internal and external 
auditors. He instances the counting of cash in 
numerous registers at one location, the confirma- 
tion of debtors and the taking of inventories. 
But he says that the controlling responsibility 
must be vested in only one party. He concludes 
that co-ordination between internal and external 
auditing can yetsbe improved once both parties 
and management are aware of their common 
interests. 


. Indictment of the Accounting Profession 


There has been no dearth of writing on the 
subject of accounting for inflation and perhaps 
of late interest in it has begun to flag. Now comes 
a refreshingly forthright challenge to the profes- 
sion from one of the foremost accountants in 
the United States. Mr Maurice E. Peloubet, 
C.P.A., past chairman of the Board of Examiners 
of the American Institute of Accountants, says 
in no uncertain terms that the answer to the 
question whether accountants have done what 
they should or could have done in this connection 
is a‘ definite and resounding ‘No!’ He indicts 
. the ‘weak-kneed acquiescence’ of the profession 
with the action of the Securities and Exchange 


— 


Commission and the American Institute of 
Accountants which, in 1948, forced the United 
States Steel Corporation to reverse a charge of 
$26°3 million which it made against profits in 
1947, over and above normal depreciation on 
original cost. 

He stigmatizes the practice of continuously 
overstating earnings by ignoring the effect of 
inflation in the accounts as ‘one of the most 
subtle and effective weapons with which to 
destroy private capitalism’. Witness the dilemma 
of an Illinois utility which is prohibited by law 
from issuing securities to provide for replace- 
ments and renewals of existing properties. Since 
depreciation provision on a cost basis, in times of 
inflation, cannot provide sufficient funds for 
replacement, Mr Peloubet sees no solution of 
the problem. Currency control by managers has 
replaced control by a. metallic base and the 
United States dollar is subject to continuing 
pressure in the direction of loss of value. These 
are facts which must be faced and Mr Peloubet 
points out that LIFO has been accepted in the 
United States to deal with the problem of in- 
ventories but nothing has been done about 
depreciation. 

He believes that business, if left alone, will 
find the solution as it did with Liro, and he 
instances the growing practice of the so-called 
sale-and-lease-back as an example of one way 
of overcoming the difficulty. The asset is sold 
and leased back to the vendor whose accounts 
reflect an annual rental charge instead of depre- 
ciation, while accumulating funds for replace- 
ment will be unnecessary. If sale-and-lease- 
backs are made at intervals, price level changes 
may be recognized without too serious a delay. 
Mr Peloubet concludes that accountants have 
responsibilities undreamed of a few decades ago 
and they must live up to them or resign to those 
better qualified or bolder. 


Automobile Leasing 


Mr Henry B. Tippie, c.p.a., gives a specific 
example of the saving of working capital by 
leasing capital assets. ‘Thus a concern using 100 
cars or more may enter into a three-year contract 
to lease the cars for a flat monthly rental, provid- 
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ing maintenance and insurance as if it owned 
the cars. The lessor agrees to change the cars 
each model year so that in effect the company is 
leasing three individual cars, each for a year. 
The annual rental is one-third of the cost plus 
4 per cent interest on cost. The company can 
_rely on having 100 new cars each year and should 
be able to earn with the retained working capital 
far more than the 4 per cent per annum. 


Seven-year Averaging of Personal Incomes. 
for Tax 

The committee on federal taxation of the 
American Institute of. Accountants has recom- 
mended to Congress the adoption of a seven- 


„year averaging period for individuals. If income- 


of the current year is below the average for the 
preceding six years, tax will be on the current 
‘year’s income. If it is greater, tax will first be 
calculated on the basis of the average income for 
_the seven years. ‘Then six times the tax, at current 
rates, on the average income for the six years will 
be deducted from seven times the tax on the 
average income for the seven years, giving the 
-tax payable for the year. 


The New York Certified Public Accountant, 
December 1953 

Pension Plans 
Mr Thomas A. Meaney, director, Group Annu- 
ities Division, Equitable Life Assurance Society, 
in an address to the twentieth annual conference 
of the New York Society of C.P.As., suggests 
that members should be concerned about the 
common tendency to avoid realistic appraisals 
-of true pension liabilities. He says that sound 
accounting will discharge each year’s liability 
as it occurs, which necessitates a fully insured 
plan. He also points out that an eminent actuary, 
‘Mr Ray Peterson, has developed: a table which 
permits far more realistic measuring of future 
pension costs than hitherto, for it alone takes 
account of the proven rate of future improve- 
ment in mortality. As an example, Mr Meaney 
quotes a life expectancy of 16? years for a male 
when he attains the age 65 in 1983, as against 
(16 years in 1973, 154 in 1963,-and 14-8 today. 


The Controller, l 
-New York, December 1953 
The Electronic Age in Accounting 

.The field of communications within large busi- 
.ness concerns has been rather neglected, says 
Mr E. J. Cunningham, assistant comptroller of 
Monsanto Chemical Co. He sees his company’s 
present tele-type communications being replaced 
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in the future by, say, the punching of a time clock 
at their Texas City plant with a corresponding 
automatic recording by a central computer in 
their accounting office at St Louis. Electronic 
equipment will, he thinks, automatically transmit 
all accounting data from its source to a central 
electronic computer, which will do all computing 
and recording in record and statement form, 
untouched by human hands. | 


The Canadian Chartered Accountant, 
December 1953 

Audit of Management Methods and Systems 
Addressing the fifty-first annual meeting of the 
Canadian Institute of Chartered Accountants, 
Professor E. D. McPhee, M.A., B.EDUC., Director 
of the School of Commerce, University of British 
Columbia, gives Dun and Bradstreet as his 
authority for stating that, out of 843 business 
houses which failed in Canada in 1952, got per 
cent failed through lack of management experi- 
ence and incompetence. f 

/ 
Joint B.Com.-C.A. Course 
A joint course to permit students to graduate as 
chartered accountants and B.Coms. concurrently, 
without duplication of studies, has been an- 
nounced in British Columbia. A student will, for 
approximately seven years after junior matricu- 
lation, with university entrance standing, work 
alternately in his principal’s office and at the 
University of British Columbia. He must spend 
one winter session at the university, subject to 
which the academic training will be intermeshed | 
with practical training on the basis of eight 
months in the principal’s office, from September 
to April, and four months at the university, from 
May to August. 

The Institute will be responsible for the train- 
ing, both academic and practical, in accounting, 
auditing and law, and the university will provide 
the other courses, English, economics, statistics, 
etc. Out of 81 units of credit required for the 
degree, 18 will be granted for passing the final 
uniform examination of the Institute, 18 for the 
one winter session, arid ọ for each of the five 
summer sessions. On passing the C.A. final exam- 
ination, the student will be granted his B.Com. 
degree if he has the full credits. With this and a, 
minimum of three years’ service under articles, the 
student may become a member of the Institute 
of Chartered Accountants of British Columbia. 
The plan has been approved by the Institute and 
awaits approval by the university senate. It 
should be in operation by the summer of 1954. 
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CONSIDERATIONS OF 
COMPANY ORGANIZATION 


by M. S. GOOK, A.C.LS. 


HEN our secretary asked me to give this 

talk he suggested that I should deal with 

the subject under the headings of: (1) com- 

pany organization and internal control; (2) ideal form 

of company organization — functions, authority, re- 

sponsibilities, etc.; and (3) functional responsibilities 

and chain of command as related to accounting 

departments. I will deal with 
these subjects in that order. 


Organization and Control 


In order to make it clear what 
I am talking about I propose to 
define organization and control. 
Organization is the bringing of 
the units of a business into 
systematic relation as parts of a 

hole. Control is the exercis- 
ing of a directing, restraining or 
gdéverning influence over an 
organization. 

The object of organization 
and control is to break down a 
business into manageable units, 
to bring these units into sys- 
tematic relation to the whole, 
and to exercise an overall! control 
on the business. 


Ideal Form of 

Company Organization 
I suggest-to you that there is no 
ideal form of company organiza- 
tion and that a system of organization like an account- 
ing system must be tailor-made to suit the business. 
For an organization to be efficient it must, however, 
conform to certain basic principles in that it must 
have: (i) top executives with clearly defined responsi- 
bilities and authority; (ii) clear chains of command; 
(iii) free lines of communication between the units 
of the organization. 

' Organizations are not necessarily due to planning; 
:many of them have simply evolved, and. while-they 
can be committed to paper I am not sure that it is 
always wise to do this, as it is liable to make an 
organization too rigid, and to restrict initiative and 

- flexibility. 

I have seen formal organizations — carefully charted 
and documented — which did not work; I have also 
seen organizations without formal documentation 


An address delivered to the London Chapter of the Institute 
of Internal Auditors last Wednesday, Mr R. A. Reid, c.a., 
was inthe chair. . : 





Mr M. S. Cook, A.C.1.S. 


which did, and vice versa. As a result of this I have 
come to the conclusion that it is not so much the 
planning of the organization which matters as the 
executives running the organization, and that gener- 
ally top management gets the organization it deserves, 
dependant on its ability to delegate authority and 
responsibility. 


Governing Bodies 


There are numerous types of 
organization, as there are many 
types of businesses, but gener- 
ally there is a trustee body 
normally known as the board 
which is responsible to share- 
holders, Parliament, or cus- 
tomers. The members of the 
board may or may not form 
part of the executive of the 
concern but their function in 
their capacity as members of the 
board is not executive except in 
exceptional circumstances; they 
are more concerned with policy. 


Executive 


The executive control and re- 
sponsibility for the day-to-day 
running of a company is in the 
hands of a general manager or 
group of general managers who 
are responsible to the board. 
Get Top management is normally 
| assisted by a panel of chief 

executives to whom the autho- 
rity and responsibility for main functions of the 
concern are delegated; these functions are often 
production, sales and administration. 

The holders of these offices are known by many 
different titles in industry, and for convenience I 
have prepared a chart showing what I mean by the 
titles I have used and the chain of command. In this 
chart I have shown the production function, sales 
function and the administration function (often the 
responsibility of the secretary) into which I have 
placed all the sub-functions which cannot be con- 
sidered as applicable only to sales or production. 

Most of these sub-functions could be administered 
by either sales or production, according to company 
policy. It is quite obvious that with the diversity of 
types and sizes of companies, in a small company 
one man might do several jobs, while a large business 
may be divided into divisions or regions each of 
which has its full quota of functions. 

In the chart I have shown the general manager as 
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directly responsible for development, but he might 

attert well delegate this side of the business to one of the 
other functions; similarly planning,. purchase or em- 
ployment could be the responsibility of a function 
other than administration. 
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Defining Responsibilities to Facilitate 
Een Delegation of Authority 


Whatever the structure of a business, it is essential 
that the responsibility of the general manager or 
general managers and their accountability to the 

RE governing body should be clearly defined since it is 
almost entirely on this that the efficiency and smooth 
running of the organization depends. 

The general manager is normally responsible for 
choosing his function managers to whom he dele- 
gates the main executive duties. They too must 

EES clearly understand their responsibilities and be in a 
position to delegate to sub-functions right down the 
line. A management committee of these executives 
may be formed with which the general manager con- 
sults and arranges the affairs of the company, but 
whatever the form of the organization, clearly defined 
responsibility is essential if a clear ‘chain of com- 
mand’ is to be established. i 
In the organization chart I have shown the chains 
RE pecan of command in the unbroken lines which also indicate 
the delegation of authority. There is little to be added 
an unenunnunnue to this as if responsibility is adequately defined the 
‘chains of command’ follows automatically. 


NCH H 
OFFICES. .SALES..... 


| 


DISTRIBUTION BRA 


EEN gene 


7 


„PLANNING... 


RARE RPE ee ra FTE MOTO EEN EH OMENEREMD MOR HED enn 


DEPT re 


as DEPT E 


OT) 


PORTE REE BET wee eTEeT 


ADMINISTRATION 
MANAGER 


lage E N M 
.DEPT.... 
S 


H s * s 
< Lines of Communication 
Lei 





Communications (which are shown as dotted lines 

on the organization chart) are of paramount import- 
SE ance if the organization is to run smoothly. There 
should be free communication at all levels and 
between all functions in an organization to assist in 
the clearing up and settlement of detail. It would be 
a waste of top executive time if such matters were to 
follow the chain of command. With delegation of 
authority and free communication for settlement of 
Oe Ce routine only important matters are referred to top 
management. If lines of communication follow chains 
of command, it is quite obvious that bottle-necks 
will be created and the whole business slowed down. 
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The accounting department is responsible for organ- 

izing the recording and collection of information 
E aserrean (financial, statistical and cost) on the day-to-day 
running of the business and the preparation of 
budgets, which it summarizes in a form to give top 
management the essential information required for 
conducting the business and will also draw its 
attention to unusual developments. While the ac- 
counting department must have detail available, it 
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would not be forwarded to executive level unless so 
requested. 

In the chart I have assumed that the administra- 
tion manager would delegate the full responsibility 
for accounting to his chief accountant and would be 
concerned only with handling the results of that 
delegation. The accounting section has incidently to 
produce some of the information the executive require 
for presentation to the shareholders each year in 
order that the company may comply with statutory 
requirements. 

The accounting department impinges on all func- 
tions and there should be direct communication 
between the chief accountant’s office and all account- 
ing departments in the organization. The accounting 
departments at establishments or branches, while 
responsible to the local executive, must ensure that 
the accounts conform to the overall requirements of 
the chief accountant. Once the overall accounting 
pattern is established only deviations of a radical 
nature need be referred to the function managers. 


_ The Scottish Institute’s Examinations 
The results of the December 1953 examinations of 


The Institute of Chartered Accountants of Scotland’ 


have now been announced. One hundred and. two 
candidates were successful in the Final examination, 


. compared with 151 in the May 1953 examinations; 


while in the Intermediate examination 142 candidates 
passed — 24 more than in May 1953. 

The following prizes have been awarded: 

The John Mann Prize for the candidate who obtains 
the highest percentage of marks above a certain 
minimum each year in the Second Division of the 
Final examination and who complies with certain 
other conditions, was won. by Mr John Boyd 
Stevenson, of Glasgow, who also won the Institute’s 
Distinction Prize for each candidate awarded distinc- 
tion.in the Second Division of the Final examination. 

The Guthrie Prize for the woman candidate with 
the best performance each year in the Second 
Division of the Final examination, her performance 
at the First Division being taken into account, was 
won by Miss Mabel Anne Brechin, of Glasgow; and 
the Albert J. Watson Prize, for the candidate who 
obtains ‘the highest percentage of marks above ‘a 
certain minimum at each diet of the First Division 
of the Final examination and who complies with 
certain other conditions, was won by Mr John 
Cumming Craig, of Aberdeen. 

There were no awards of the Sir William McLin- 
tock Prize, which is presented in two parts for the two 
candidates who obtain the highest and second highest 
percentages of marks above a certain minimum at 
each diet of the Second Division of the Intermediate 
examination and who comply with certain other 
conditions. 
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Conclusion 


I believe that the secret of good company organiza- 
tion and control is the capacity of top management to. 
delegate. I suggest that where this delegation is not 
carried out it will be found that the senior executives 
are so encompassed in detail that they have no time 
to carry out their real function of planning, policy 
and taking decisions on important matters. 

The increase of senior staff which results from lack 
of delegation only increases the pressure. Another 
symptom is that when seniors retire it is found that 
replacements are not available within the organiza- 


tion, as due to lack of delegation the juniors have 


never been trained as executives. 

Finally, I would like to end this paper with a 
quotation from Exodus which summarizes ES 
principle of ‘rule by exception’: 

‘Moses chose able men out of Israel... and 
they judged the people at all seasons: the hard cases 
they brought unto Moses, but every small matter 
they judged themselves.’ 


WEEKLY NOTES 


Estate Duty Anomalies: A Cambridge 
Memorandum 


The Department of Estate Management in the 
University of Cambridge has prepared for the 
Economic Secretary to the Treasury a memorandum 
in connection with the Chancellor of the Exchequer’s 
inquiry into estate duty anomalies. The memorandum 
is concerned only with anomalies within the law 
governing estate duty and the principles of assess- 
ment and collection so far as agricultural estates are 
concerned, and it does not claim that the anomalies 
brought to view are novel; but it performs a most 
useful service in collecting together ten anomalies 
in this field and by thus concisely presenting them 
emphasizes how a vital part of the national economy 
suffers injury from a tax the incidence of which is 
often not only destructive but also illogical. 

Agricultural land has this economic peculiarity, 
that the value of an estate piecemeal is almost always 
greater than its value as a whole: the memorandum 
points out that it is the estate as a whole which is 
taxable, because that is what the deceased owns at 
his death, yet it is common practice to value sepa- 
rately its component parts, and the estate duty is 
thus pushed up. Such a result, as the memorandum 
points out, is, moreover, in conflict with the patent 
intentions of Parliament that the break-up of estates 
by the incidence of estate duty should, if possible, 
be avoided, and that hardship should not result from 
an inflated demand for houses and farms with vacant 
possession. 

That the notorious Section 55 of the Finance Act, 
1940, should come in for attack was almost inevitable, 
and its effect on estate companies holding agricultural 
land and timber is duly considered. It is pointed 
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out that, although estate duty on realty does not fall 
due when the Inland Revenue affidavit is delivered, 
realty often passes with personalty — indeed, this is 
almost invariably the case — and then difficulty is 
likely to arise because the executors cannot obtain 
probate until the affidavit has been stamped and 
delivered, and delivery may be delayed for lack of 
liquid funds in the executors’ hands: it may be 
observed that the executors in practice generally get 
over the difficulty by borrowing from the bank, but 
the loan will, of course, bear interest, and in this way 
the burdens on the estate will, most unfairly, be 
increased. Amongst other anomalies referred to in 
this excellent memorandum is the curious one 
likely to arise — with disastrous consequences — when 
there is a joint tenancy, whether or not there is a 
partnership in the legal sense. 


Pool Betting Bill 


The second reading of the Pool Betting Bill, a private 
measure introduced by Mr Frederick Mulley mem- 
ber for the Park division of Sheffield, was ‘talked out’ 
of the House of Commons on Friday afternoon of 
last week. 

The principal objects of the Bill are to ensure that 
a pre-determined proportion of the stakes in football 
and other pools should be returned as prize money 
to the competitors, and to make arrangements for 
the external supervision of the conduct of pool 
promoters’ businesses. It suggests that these con- 
cerns should require to register with local authorities 
who would appoint properly qualified accountants 
(at the promoters’ expense) to examine the full 
details of each competition. The promoters would 
also have to submit annual financial statements for 
audit. These accounts would be available for inspec- 
tion by the public on application to the local authori- 
ties. The Bill which, if passed, would legalize ready- 
money pool betting carried on by post, applies to 
Scotland but not to Northern Ireland. 

It is evident from the animated discussion which 
took place in the House last week that much interest 
is being taken in the measure and we hope to refer 
in a later issue to the resumed debate on the second 
reading scheduled for Friday, February 12th. 


N.U.M.’s Memorandum to the Chancellor 


In its pre-budget memorandum submitted to the 
Chancellor of the Exchequer, the National Union of 
Manufacturers stresses that the highly desirable aim 
of greater productivity and increased exports is 
difficult to achieve in face of the present heavy 
burden of taxation, and, indeed, regards as essential 
a drastic reduction of the present load. It considers 
that this in turn necessitates the utmost economy in 
public expenditure, central and local ~ which it does 
not think can be satisfactorily achieved without a 
thorough overhaul of State spending by an independ- 
ent committee of inquiry~and, indeed, no other 
field of economy appears to be open. 

The Union points to the twofold injury done to 
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industry by excessive taxation — the destruction of 
incentive, due to the rewards of hard work being 
whittled away, and the exhaustion of capital re- 
sources, which hinders the replacement and exten- 
sion of plant and machinery and the upkeep of work- 
ing stocks at current prices, and reduces the margin 
within which risks may be taken. Thus the com- 
petitive power of industry is sapped — and that, it 
may be observed, at a time when the industries of 
Germany and Japan are reviving rapidly and Britain’s 
solvency must in great degree depend upon her 
ability to compete successfully in world markets. 

The fiscal reforms recommended by the Union 
include the outright abolition of the purchase’ tax, 
which it sees as a detriment to industry and a source 
of unjust hardship for retailers. Recommendations in 
regard to income tax are a reduction in the standard 
rate, which would enable a greater proportion of 
profits to be retained and used in industry and at the 
same time increase the volume of private savings 
available for industrial investment, an extension of 
the earned income allowances, as an incentive to 
enterprise and saving, the enlargement of wear and 
tear allowances, to enable out-of-date plant to be, 
replaced, and the allowance as a trading expense for’ 
income tax (and for profits tax) purposes of expendi- 
ture on approved fuel-saving equipment, this last 
being a reflection of the importance of conserving | the 
nation’s fuel supplies. 

The Union also recommends that personal allow- 
ances should be taken into account for surtax ‘pur- 
poses, that profits tax on undistributed profits should 
be abolished, that dividends on preference shares 
should not be regarded as a distribution for profits 
tax purposes, that estate duty should be reduced in 
view of its ruinous effect on family businesses, that 
duty-free licences should be granted as a matter of 
course for essential machinery not available in 
Britain, and that industrial processes should- be 
exempted from the burden of duty on light hydro- 
carbon oils. It is perhaps too much to hope that effect 
will be given to all these recommendations, but the 
memorandum admirably emphasizes the crippling 
effect of taxation on industry. 


More Bankers’ Views 


There is a good deal of agreement among the bank 
chairmen this year, to judge from the latest annual 
statements, on the state of the nation’s economic 
health. Indeed, the most outstanding point of 
divergence among the banks of late has been on bank 
dividend policy. 

All are agreed that 1953 was by and large a good 
year for the British economy and all are about equally 
cautious‘on the outlook for 1954. There is a certain. 
amount of apprehension about the trend of business 
activity in the United States and some fears about 
the intensification of German and Japanese competi- 
tion. Whereas there is general endorsement for the 
Government’s monetary policy (the view of Mr Bibby 
of Martins Bark that the reduction in the Bank 
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Rate in the autumn was a first precautionary step in 
case of an American recession is an interesting com- 
ment on monetary flexibility).there is some difference 
of opinion about what best to do in 1954. Lord 
Harlech, of the Midland Bank, has a good deal to 
say about the current policy of combining fixed 
external exchange rates with a flexible internal 
monetary policy ~ a state of affairs which he contrasts 
with pre-war policy. In this connection, Lord Balfour 
of Burleigh, of Lloyds Bank, has some apposite views 
on the dangers of creeping inflation in the process 
of maintaining an economic policy which avoids the 
dangers of mass unemployment. 

In contrast to those who endorse what is generally 
agreed to be the official line in economic policy, 
Mr Robarts, of the National Provincial Bank, argues 
for the convertibility of sterling at least for current 
transaction as soon as practicable. The bone of 
contention here is not, however, one of principle but 
the assessment of how soon is ‘practicable’. 


Change of Wind ? 


It is a week of important economic developments in 


which news is published that important trade con- 
essions have been made to the Japanese; that the 

port price of steel. plates has been reduced, 

d that this country is now in a position to 
intrease its sales of capital goods to the Common- 
wealth, Although superficially unconnected, they each 
in their way mark the passing of an economic phase 
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which has been with us since the end of the war. 

However, much Lancashire may distrust trade 
arrangements which give Japanese industry easier, 
access to certain Commonwealth markets, there is 
bound to come a day when the Japanese have certain 
bargaining points which they can use to ease the 
economic tutelage of their former enemies. Japan 
can now export more to the Dominions and the net 
earnings of the sterling area are correspondingly 
reduced in order to defend its position in one of its, 
export markets. 

Steel plates have ever since “the war epitomized 
the shortage of steel and a sellers’ market has per- 
sisted longer in these than in other steel products. 
The. cut in plate prices announced this week still 
leaves a useful margin above the price ruling in the. 
home market and there is in fact no immediate danger 
of Britain being priced out of the export market in 
steel plates. But Continental exporters have lowered 
their prices already and there is clearly here the first 
manoeuvrings in an increasingly competitive world 
market in plates. 

Finally, the Treasury’s Bulletin for Industry points 
out this week that the steel shortage is nearly over 
and the armament programme is levelling off, making 
delivery of capital goods easier in overseas markets. 
Delivery dates from British manufacturers are now 
claimed to be as good as those from their com- 


‘petitors. The era of shortage is indeed passing ~ and 


passing quickly in its final stages of existence. 


HOPE SPRINGS ETERNAL 


THE EXAMINATION RESULT ARRIVES 
by JOHN LAW 


The 23rd of January 
AE , 

Is anchored in my memory 

For tidings that it bore. 


Two whole months had slipped behind, 
Some readers may recall, 
Since we were co-examined 


Way back in Central Hall. 


At tea that Thursday in November 

We, in doleful, dark, despair, 

Resigned ourselves to meet — remember? 
In May again in Vincent Square. 


Less than slender seemed our chances 
After shoals of ‘single entries’, 

A plethora of awkward ‘branches’, 
And even ‘management expenses’. 


' That heartless ‘ten minutes remain’ 
Chills my every noxious dream, 


If I just heard it once again, 
Pd round the bend — or scream! 


Reverting to the a/m date, 
My nerves jumped all a-jitter, 
For on my table lay my fate 
In a buff manilla letter. 


The paper-knife was first to cause 
My mind of hope to think, 
Whatever else the content was, 
At least it wasn’t pink! 


My fingers now tho’ in a tremble 

Got the missive out at last; 

Dear Sir, .. . Were pleased . . 
successful . . 


Good Heav'ns! I’m through!! ve PASSED!!! 


. you were 


Now all you not-so-lucky ones 
Dismay not, neither quail, 

At my first try I also was 

An ignominious Bad Fail. 


vi 
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FINANCE AND COMMERCE 


Firmness continues in stock-markets although busi- 
ness in industrial equities is distinctly more selective 
than it has been for some little time. The gilt-edged 
market has made its final adjustment to the War 


‘Bonds conversion and the general undertone remains 
confident. Further limited gains are.expected. 


Tate & Lyle 

This week’s reprint gives the accounts of Tate & Lyle 
Ltd, household words in connection with sugar, 
golden syrup, etc. For reasons of space, we have 
omitted the notes on the accounts and as the ‘Dis- 
bursement of total income’ has appeared in The 
Accountant recently, that also has been left out. 

Readers will know from the vigorous counter- 
attack by ‘Mr Cube’ against nationalization that 
Lord Lyle, the company’s president, has a very 
poor opinion of officialdom especially when it comes 
to running a business. Incidentally, the Inland 
Revenue’s appeal to the House of Lords on the 
question of the admissibility for tax purposes of the 
company’s expenditure on its anti-nationalization 
campaign is still awaiting hearing. 

This year, Lord Lyle severely criticizes the 

inistry of Food’s handling of the de-rationing of 
sugar. Ever since Mr Webb’s days at the Ministry, 
Lord Lyle had been urging de-rationing only to be 
told it couldn’t be done because of the dollar cost. 
Then de-rationing came last year to the accompani- 
ment of a million tons purchase of dollar sugar by 
the Ministry to meet a possible sugar-buying boom 
by the public which never took place. In fact, says 
Lord Lyle, de-rationing was followed by. a consider- 
able reduction in sales. 


De-rationing, Faults 

Thus a stock position has been created which at 
January rer last was of the order of 1? million tons 
with about a quarter of a million tons of the Ministry’s 
purchase still to be shipped. Lord Lyle maintains that 
these stocks are excessive to the extent of at least one 
million tons and suggests that the consumer, in the 
person of the ‘long-suffering housewife’, should not 
have to pay the cost of carrying these excessive stocks. 
‘Even Mr Strachey’s £36 million ground-nut loss’, he 
says, ‘was not passed on in the cost of cooking fat.’ 

Another Ministry fault, in Lord Lyle’s view; was 
the lifting of the special impost on manufacturing 
sugar to time with de-rationing. It was this impost 
that had kept down the price of sugar in the shops 
despite increases in packing and delivery costs since 


the war. By the creation of such circumstances 


entirely outside their control, he says, it has been 
made to appear that free enterprise has failed to 
reduce prices. ‘Free enterprise’, he says, ‘has been 
made to take the blame for the bungling bureaucrats.’ 

But though sugar is de-rationed, the industry, Lord 
Lyle points out, is still fettered because the buying 


of raw sugar is still in the hands of the Ministry and 
the industry is obliged to buy at the Ministry price. 
He maintains that if the industry were allowed to buy 
its raw sugar on its own account, it could secure 
supplies at about {1 a ton less than the price the 
Ministry is charging for it. 


Revaluation 
The next accounts of Tate & Lyle will probably 
show a new look. It has been known since the com- 
pany made a £3 million debenture issue in April 
last year that the board put the present-day value 
of the company’s fixed assets — land, building, plant, 
machinery and motor vehicles—at not less than 
£17 million. That was stated in the prospectus. 
Lord Lyle now says that the board is considering the ` 
advisability of revaluing fixed assets in the next 
balance sheet so as to give a fairer picture of the real 
capital employed in the business. 

One Press commentator, reporting this, suggested 
that the company might make a bonus share issues” 
Any idea that the company should issue bonus share 
from the capitalization of a surplus on asset revalud 
tion, however, would not appear to accord with tke 
views of the Capital Issues Committee. The expéri- 
ence of Imperial Chemical Industries three years 
ago is a leading example. 


Stormgard Bid d 

Readers who have followed the Stormgard affair will 
join with us in wondering what possessed anyone to 
offer 4s 6d each for the company’s {1 preference 
shares. Here is the company about to go into liquida- 
tion and hand out to the preference holders what 
has been salvaged from the wreck — something about 
3s 11d a share—and the present board strongly 
recommending that it should be a liquidation under 
the supervision of the High Court because they feel 
that the conduct of the business by the previous 
board left open matters that needed investigation. 

Then when the extraordinary meeting has been 
called, along comes a buyer of the preference at 
4s 6d with a virtual promise of something for the 
ordinary if the bid for the preference succeeds. If 
they take the 4s 6d, shareholders lose any right of 
action against the former directors. ` 

The board’s feelings can be appreciated from the 
fact that they have obtained from the bidder a 
declaration that he is acting as a principal and is 
not a nominee for, or in any way connected with, 
the previous board. 


Money Market 
Applications for Treasury bills on January z2gth 
totalled £381,975,000 and the market by bidding at 
£99 9s 6d per cent obtained only 36 per cent of 
requirements. The average rate was £2 1s 11'04d per 
cent. This week’s offer is {220 million. 
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CURRENT LAW 


Trustees’ Exercise of Voting Rights. 


A testatrix left a block of ordinary shares in trust 
for her three daughters, with remainder to their 
children, all of whom were of age at the time of the 
application. All the beneficiaries called on the 
trustees to vote in a certain way in regard to resolu- 
‘tions proposed for the company’s general meeting. 
The trustees refused. 

+ Upjohn, J., held that it could not be said that all 
the beneficiaries were before the Court, as no order 
had been obtained that the three daughters were 
past the age of child-bearing (though their ages 
rendered it probable that they were). There was thus 
the chance that they might have further children and, 
therefore, the order sought, praying that the trustees 

r be required to vote as directed, must be refused. (Re 
Whichelow (deceased), Bradshaw and Others v. 
Orpen and Others.) (Law Journal, December 18th, 


1953-) 
Claim of Share of Capital 


‘The Severn Valley Gas Corporation Ltd was taken 
over by the South Western Gas Board by virtue of 
the Gas Act, 1948. The plaintiff in Studholme v. 
South Western Gas Board (The Times, January 2tst, 
1954) was engaged by the Corporation to undertake 
legal and administrative work for a fee to be calcu- 
lated at the rate of {600 per annum per million £s 
of the issued share and loan capital of the Corpora- 
| tion at the end of each financial year. The plaintiff 
claimed that he was, therefore, entitled to a fee based 

' on the total issued share and loan capital of the 

F South Western Gas Board, which claim the Board 
resisted. 

- Mr Justice Lynskey held that he was not so 
entitled, for it would mean substituting the sum of 
neatly {17 million for approximately £1,400,000, 
as the figure on which the {600 per million would 
have to be calculated. This he thought was never in 
the contemplation of the draftsmen of Section 17 (3) 
of the Act, which provided for the substitution of a 
reference to the appropriate board of the State 
undertaking for the former corporation, and he did 
not think that the Act operated to effect the kind of 
change which the solicitor suggested. 

The Gas Council had issued stock under the Act 
and had allocated £34 million for the purpose of 
meeting overdrafts of former gas companies whose 
assets had been transferred to the Gas Board. This, 
the learned judge thought,- was loan capital, which 
„he thought would be the figure to take into con- 
wideration if he was wrong in his view of Section 17 
of the Act. ` 


Bailment - Conversion - Ownership 
In Payne-Crofts v. Aird Bros Ltd and British Trans- 
port Commission (Law Fournal, December 2sth, 
1953), His Honour Judge Thomas in the Mayor’s 


and City of London Court, found for the plaintiff 
on his contention that he was, after settling a claim 
in satisfaction, the owner of the goods, the conversion 
of which had given rise to the claim. 

The plaintiff was a warehouseman and in error 
delivered goods belonging to one owner to the second 
defendants for carriage to the owner of other goods 
warehoused with him. The first owner claimed the 
value from the warehouseman, which claim was 
satisfied. He then sought to recover from the Com- 
mission, claiming the property in the goods wrongly 
delivered. 

- The learned judge held that there was no evidence 
that he was subrogated to the rights of the firm 
whose goods had been wrongly delivered, but that, 


on settling the claim, he became the owner. 


Transfer of Insurance Business 


An insurance company proposed to transfer to 
another company its employers’ liability insurance 
business, under the Assurance Companies Act, 1909, 
Section 13. Section 14 of the same Act requires 
that within ten days from the date of completion of 
the transfer certain documents shall be deposited 
with the Board of Trade. ‘The question to be answered 
was whether the preliminary agreement between the 
companies meant that the transfer was ‘completed’. 

The First Division of the Court of Session thought 
not, that the sanction of the scheme by the Court 
was first necessary, and they sanctioned it. They held 
(Lord Keith doubting), that the petitions were not 
bound to lodge in Court the documents for which 
the Court could call under Sections 13 (3) (8) and 14 
of the Act unless required to do so. (South of Scotland 
Woollen Manufacturers Insurance Corporation Ltd 
(Law Journal, January Sch, 1954).) 


Account Agreed and Settled 

The plaintiff in Phillips-Higgins' o Harper was a 
solicitor in the service of the defendant. In 1951 
there arose a dispute as ro the sums which the former 
had been paid and she claimed an account. The 
defendant argued that in each year the account 
between them had been agreed and settled and he 
pleaded the Limitation Act, 1939, Section 2 (2), 
which the plaintiff contended did not apply for 
various reasons, including Section 26 (c) of the same 
Act. 

Pearson, J., held that an agreed account might be 
constituted by the oral agreement of the parties, but 
he found on the facts that there had been no agreed 
account in this case. He held, further, that Section 26 
(c) applied only where the cause of action arose from 
mistake, as where money was paid by mistake. The 
present action was brought to ascertain the amount 
still due to the plaintiff and, therefore, Section 2 (2) 
applied to bar any account for the years in question. 
(Law Times, January 8th, 1954.) . 
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REVIEWS 


Solutions to C.P.A. Problems 
Fourth Edition 


by Jacob B. Taylor, M.A., D.Adm., C.P.A., 
and Hermann C. Miller, M.A., C.P.A. 


(McGraw-Hill Publishing Co Ltd, London. £3 net.) 


In our issue of December 5th, 1953, we reviewed the 
fourth edition of C.P.A. Problems and Questions in 
Theory and Auditing, an American book containing 
400 questions taken from the accounting sections of 
the C.P.A. examinations. The new edition of the 
companion volume, giving the answers to the practical 
problems, is now available. ‘The solutions are set out 
in considerable detail and illustrate, with distinction, 
the effect of appreciating the six fundamental objec- 


, tives, commended in the preface, to every examina- 


tion student. These are listed as: ‘(1) How to read 
an accounting problem. (2) How to recognize the 
situation described. (3) How to choose the appropri- 
ate type of solution. (4) How to apply the solution 
selected for the purpose. (5) How to make an effective 
presentation. (6) How to utilize the allowable time 
for maximum accomplishment.’ 


Balance Carried Forward 


by R. Robert Coomber, B.Sc.(Econ.), F.C.A., 
F.S.A.A. 


(Penguin Books Ltd, Harmondsworth, Middlesex. 
2s 6d 


Book-keeping, which Goethe declared to be ‘one of 
the finest inventions of the human mind’ and without 
which commerce would collapse into chaos, has 
been curiously neglected in the popular literature of 
learning. Pelican Books, which seek to instruct the 
general reader in science, astronomy, history, archae- 
ology, politics and economics, have made, rather 
belatedly, a first approach to the subject by producing, 
as the 280th volume of the series, what the sub-title 
calls ‘an outline of elementary book-keeping’. The 
author, who has already written an excellent treatise 
on auditing for another publisher, addresses princi- 
pally those who run their own businesses and who 
need guidance in keeping their financial records in 
an orderly and orthodox manner. In about 250 pages, 
he explains the objects and essentials of the double- 
entry system and adds a few chapters on partnership, 
limited companies, costing and problems of particular 
trades and professions. 

It is always difficult when imparting specialized 
information of this kind from the heights of know- 
ledge to find the most appropriate lower level at 
which to make contact. Mr Coomber, without trace 
of condescension, succeeds in doing so. He simplifies 
his subject without divesting it of dignity and his 
exposition, helped by a natural conciseness and clarity 


of style, is singularly happy. It should undoubtedly 
whet the appetites of his many readers for the subse- 
quent banquet of the higher accountancy with which 
it would be appropriate to follow up this preliminary 
bonne bouche. 


SHORTER NOTICES 


THE LiveLrHoop oF Man, by Honor Croome, B.SC. 

(ECON.), and Gordon King, B.SC.(ECON.), B.COM. 

(Christophers, London. ios net; Questions and 
Exercises Supplement, 6d.) The title of the opening 
chapter, ‘What economics is about’, indicates what 
this book is about. In twenty-two chapters it 
describes how and why the industrial and com- 

mercial system works, answers many pertinent ques- 
tions and puts forward as many again for the 
reader to solve for himself. In order to stimulate 
rather than to allay thought, the narrative is provoca- 
tive as well as informative and the text abounds with, 
examples of the application of theory to everyday’ 
practice. This treatment of relating the reader and 

his own immediate world to the vast background of 

economic forces makes the subject intensely aliye. 

For that reason and because of the author’s constant 
grace and good humour, this book should command 
considerable attention. 


THE LUMBERYARD AND Mrs BARRIE, by Jane 
Barrie. (Hammond, Hammond & Co, London. 
tos 6d net.) This is an amusing and reputedly true 
story of how a young and practical American wife 
saved her husband’s timber business from bankruptcy. 
The methods she employed were not always strictly 
orthodox because her armoury of assets included 
certain intangibles like feminine charm. As a refresh- 
ing treatise on business methods, The Lumberyard 
and Mrs Barrie can be lightheartedly recommended 
for immediate post-examination study. 


KoNsTAM ON INCOME Tax, Second Cumulative 
Supplement to Twelfth Edition, by E. M. Konstam, 
Q.C. (Stevens & Sons Ltd, London; Sweet & Maxwell 
Ltd, London. 6s net.) ‘Konstam’ needs no introduc- 
tion. This slim booklet brings it up to date as at 
August 15th, 1953. The additional matter is arranged 
in the same order as in the main volume so that 
reference is made easy. The table of cases covered by 
the supplement extends over two and a half pages. 


RECENT PUBLICATIONS 


Tax Cases REPORTED UNDER THE DIRECTION OF THE BOARD 
or INLAND REVENUE, Vol. 34, Part 8. (Pages 389-446.) 
Part o (Pages 447-508.) 946, 1s 6d net each part. 
D AGO. London. 


LIFE AND OTHER CONTINGENCIES, Volume I, by P. F. 
Hooker, F.1.A., A.S.A, and L. H. Longley-Cook, M.A., 
F.LA., F.C.A.S., ASA, Vili + 312 pp. 6 X 8}. 22s Ód net. 
Cambridge University Press. London. 
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~CORRESPONDENCE 


Letters must be authenticated by the name and address of the writer, not necessarily for publication. 
The Editor does not necessarily agree with, or hold himself responsible for, the opinions expressed. 


‘American Audit Reports 


Sg, — In your leading article “American audit 
reports’ in the issue of January 23rd, you state that, 
in the second paragraph of the American short-form 
report, the auditor expresses the opinion that the 
accounts ‘fairly represent’ the financial and trading 
position of the company. Your statement is incorrect, 
as the words used in that particular paragraph 
are ‘present fairly’ which have a rather different 
meaning. 

The American auditor gives it as his opinion that 
the balance sheet and statements of income and 

surplus present fairly the financial position and the 

"results of the operations for the period in conformity 
with generally accepted accounting principles applied 
om a basis consistent with that of the preceding 
period. The expression ‘present fairly’ is very im- 
portant. It conveys the auditor’s belief that, even if 
fie amounts contained in the statements may not be 
exict, they are sufficiently near to actuality (in terms 
of generally accepted accounting principles) to be 
accepted as correct for all practical purposes. In 
addition, it conveys the auditor’s further belief that 
the mode of presentation is such as to reveal- a 
truthful overall view of the financial position and the 
results of the operations. 

I think you will agree that your statement that the 
American auditor expresses the opinion that the 
accounts ‘fairly represent’ the financial and trading 

- position of the company can be misleading to anyone 
who is not acquainted with American professional 
procedure. 

d Yours faithfully, 


Brussels, Belgium. JOHN B. LAIDLAW, C.A. 


Practising Accountants: Executorships 


Sir, — There is one aspect of the above matter (which 
has been the subject of correspondence in recent 
issues) to which I think the profession should give 
Isome attention, and that is the problems which arise 
'where partners who have been appointed executors 
die, or where changes take place in the partnerships. 
. I have found in practice that it is one’s own 
contemporaries who tend to appoint one as their 
executor. This means that there is always the risk 
of the executor dying before the testator, and certainly 
if the testator creates a trust for children or grand- 
Bhildren, then it is almost a certainty that the executor 
will not live long enough to carry out the full trust. 
I suggest that the Institutes ought to consider allowing 
accountants to form executorship or trust companies 
to carry these appointments. The objects and articles 
of the trust company could be so drafted as to provide 
for rules of professional etiquette, prevent advertising, 


EI 


and restrict the membership and directorate of the 
company to the qualified partners of the firm. 

The Institutes would probably not wish the 
trading name of the partnership to be used as the 
company’s name, and this could be overcome by 
using only the initials of the partnership, i.e. A. & B. 
(Trustees) Ltd. Such a company might have other 
uses for partnerships, such as owning the deeds or 
leases of the partnership premises where a long 
period of years is involved. It might also be useful 
in some cases when dealing with staff pension 
schemes. 

I appreciate that the Institutes would not like to 
have accountants practising as limited companies, but 
I think it should be possible to devise some means of 
controlling such companies which would be of 
benefit to members in practice. 

Yours faithfully, 
C.A. 


The ‘Rise and Fall’ Clause 


Sir,- As an employee of a well-known medium- 
sized public company engaged in the supply and 
erection of specialized equipment to customers’ 
individual requirements, I should like to endorse 
Mr G. J. Larkin’s views (your issue of January 23rd). 
Having had some experience of long-term contracts 
incorporating ‘rise and fall’ clauses using the formula 
basis, one cannot but agree with his statement that 
it is the buyer who has been hit on nearly every 
occasion. ` 

Mr Larkin has enumerated the disadvantages of the 
formula basis from the buyer’s point of view. The 
time is rapidly approaching (indeed, some would say 
that it has already arrived) when all manufacturers 
should carefully examine their present methods of 
calculating and recording increased costs. In this 
connection there are two matters, in particular, which 
seem to call for attention: 


(a) Inadequate contract cost accounting from the 
viewpoint of control is encouraged and mis- 
leading results can accrue when the contractor 
is under no obligation to segregate his true 
increased costs in his contract accounts and 
justify them in detail to his customers. It is 
probably not unreasonable to suggest that quite 
a number of the smaller (and possibly some of 
the medium-sized) engineering firms in this 
country, who have used the formula method 
consistently over the past six years, would be 
disagreeably surprised were they to compare 
their total ‘increased costs’ invoiced to cus- 
tomers with their total trading profits for each 
of those years. 


(b) Increased costs which have been unreasonable 
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from a foreign buyer’s point of view are hardly 
likely to induce him to place repeat orders 
especially now when overseas competitors are 
able to offer favourable terms and delivery 


dates. Yours faithfully, 
EFFJAY. 


Quo Vadis? 


SIR, — It is indeed unfortunate that accountants 
cannot agree among themselves on their attitude to 
inflation; nevertheless not all. chartered accountants 
will share your feeling of outrage that the Society 
and the Association have ventured to disagree with 
the views expressed in Recommendation XV. Recom- 
mendation XV was a serious disappointment to many 
of us in that while recognizing the limitations of 
historical cost, it continued to recommend exclusion 
from the formal profit and loss account of adjust- 
ments designed to show the effect of changes in the 
purchasing power of money. 

It is widely appreciated (if not publicly admitted) 
by professional accountants that, except in a narrow 
and esoteric sense, the accounts to which unqualified 
reports are appended seldom reflect ‘a true and fair 
view’; in particular, they fail to recognize the erosion 
of real capital as a charge against profits. It seems 
to be less widely appreciated that rigid adherence 
to orthodox accounting methods is an .important 
factor in nourishing the monetary disease which, 
as you say, affects every man, woman and child in 
this country. It is surely obvious that the presentation 
of accounts showing unreal and inflated profits (in 
the economic sense) helps to perpetuate the evils 
attributable to the depreciation of the currency. 
Among these evils are taxation of capital in the guise 
of income, extravagance in public and private ex- 
penditure and the constant pressing of wage claims 
which, besides poisoning relations between employers 
and employees, give further twists to the inflationary 
spiral. Distortions exist in all directions; no one 
knows the real cost of anything; the profitability of 
business and the reasonableness of prices, profits and 
dividends cannot readily be assessed because they 
cannot be related to any meaningful figure of capital 
employed; in short, the absence of realistic accounting 
data frustrates the work of statisticians and econo- 
mists. These evils will continue until some element 
of economic realism is injected into accounting 
methods. 

It is astonishing that those who might be regarded 
as among the natural defenders of private capitalism 
should appear incapable of discerning the rocks on 
which we shall inevitably founder if we pursue the 
disastrous course on which we have for so long been 
set. To all practising accountants I would commend 
an article by Maurice E Peloubet, c.p.a., a member 
of the Council of the American Institute of Account- 
ants, which appeared in the December 1953 number 
of the Journal of Accountancy, New York. From this 
article I extract the following: 
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‘Conservatism’ makes strange bedfellows. Our 
so-called conservative accountants have climbed 
into the same bed as the most violent proponents. 
of the strangulation and, of course, eventual govern- 
ment operation of public utilities and large in- 
dustrial corporations. The persistent use of an 
accounting method that continuously overstates 
earnings is one of the most subtle and effective 
weapons with which to destroy private capitalism.’ 

and 
‘I have some respect but little affection for those 
who consciously plan the eventual destruction of 
private enterprise by a combination of inflated cur- 
rency, inflated income, and low depreciation, but 
I do not know what to think of so-called conserva 


tives who blindly follow the lead of the aboriginal 
cost men in their destructive tactics.’ 


In my view these are not extreme statements and 
they are equally applicable to conditions in this 
country. Unless we wish to be accused one of these, 
days (not so very far ahead unless we come to our 
senses) of having fiddled while Rome was burning, 
let us abandon our timid backroom experiments and 
resort to action on the lines suggested by the Society 
viz. encourage the wider use of new conventions bn 
calculating the profit shown in financial accountts. 
It is surely absurd to suggest, as you do in your 
leading article of January 16th, that adoption of/the 
Society’s proposal ‘would quickly run the profession 
to a low ebb in public life’. Far from that,.the-adop- 
tion of a new and mote realistic outlook would do 
something to rehabilitate the profession in the eyes 
of economists and business men who have been | 
contemplating, with something like despair, our 
apparent inability to set our house in order on this 
vital question. As Mr Peloubet’ says elsewhere in, 
his article, 


‘our choice is not between accuracy and inaccuracy, 

but rather between formally accurate but basically 
wrong accounts, and other accounts that, while 
admittedly approximate in some respects, are a 
closer approach to the facts’. 





It is surely a curious confusion of ideas which 
leads opponents of reform to argue that accounts! 
should not be adjusted to deal with depreciation of. 
fixed assets and stock consumption on a realistic; 
basis unless they at the same time show how other. 
elements of the accounts would have been affected 
by a legal recognition of ‘changes in the value of 
money. It is unfortunate for preference shareholders,. 
debenture-holders and other owners of long-term 
claims on a company’s resources that the real value- 
of those claims has diminished. They, however, 
must seek redréss in legislation, not in accounting, 
changes. As accountants we should concern Ste 
with facts and not with might-have-beens; if we get 
our facts right, or approximately right, the economic 
and social issues on which Recommendation XV 
lays so much stress will have a better chance of 
sorting themselves out. 


As both the Society and the Association point! 


t 
H 
' 
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out, action needs to be taken only in respect of two 
matters, viz. the depreciation of fixed assets and the 
valuation of stocks. We should not allow ourselves 
to be deterred from reform because different treat- 
ments have been prescribed for the re-statement of 
fixed assets and stocks; let us adopt any reasonable 
method which will, even if only approximately, 
state consumption in terms of current monetary 
units. If, for example, revalorization be selected as 
the appropriate method for dealing with depreciation, 
let us, in consultation with the economists and 
statisticians, use such tools as we possess. If we are 
to wait for the perfect index of price movements, 
nothing will ever be done. 

In the inter-war years the late Lord Stamp used 
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to exhort accountants to get together with economists 
and give them some constructive help. As a body we 
have paid little heed to these exhortations, and we 
have, in consequence, lost the chance of rendering 
an immense service to the community. If we had not 
failed in our duty we should at least have done 
something to stem the tide of inflation. Untold 
damage has been done to the economy by our obstin- 
ate adherence to anachronistic methods. Let us lose 
no more time, but even at this late hour take the 
remedial action indicated by our more realistic col- 
leagues of the Society, Association and Scottish 
Institute. . 

Yours faithfully, 


London, SW7. M. E WHITE, A.C.A. 


, TAXATION CASES 


rr 


A full report SS the cases summarized in this column will be published, with Notes on the Judgments, 


in the Annotated Tax Cases. 


Broadstone Mills Ltd v. Patrick 
In the Court of Appeal 
December 11th, 1953 


(Before Lord Justice SINGLETON, Lord Justice 
BIRKETT and Lord Justice Hopson) 


Income-tax — Trade ~ Valuation of trading stock- 
Base stock system — Whether correct method of valua- 
tion - Income Tax Act, 1918, Schedule D, Case I. 


, The respondent company carried on the business 
of cotton-spinning, and owned two mills in which 
cotcon was processed in various machines, as 4 
‘result of which yarn was produced. At all stages of 
the process quantities of cotton were on the machines, 
and other quantities were waiting at the sides of the 
machines ready to take the place of the cotton 
actually on the machines. The cotton on the machines 
was called ‘fixed process stock’, and the cotton wait- 
ing beside the machines was termed ‘ spare process 
stock’, and the fixed process stock, together with an 
agreed weight of the spare process stock, were 
referred to as ‘base stock’. 

_ The company and its pred&cessors had always 
adopted a system of accounting known as the “base 
stock system’. By that system the base stock and any 
further spare process stock was not brought into the 
accounts at cost or market value, whichever was the 
less, but at a fixed amount. The fixed process stock 
was not shown separately in the accounts, but was 
included in the balance sheet in the item ‘land, 
buildings and fixed stock’, and was brought in at a 
figure representing the cost of the fixed process 
bock in the mills on their purchase by the com- 
pany in 1920, and this figure had never been changed. 
In the company’s tax computations no amount 
representing the fixed: process stock’ was included, 
and the spare process stock was carried in the trading 
account at an arbitrary figure which had been 
gradually increased. The assessments under appeal 


were made on the basis of bringing in all cotton at 
cost (which was less than the market value), and the 
cost of processing was added in relation to such of 
the cotton that had beén processed. The Special 
Commissioners decided that the company was 
entitled to have its profits computed for tax pur- 
poses according to the base stock system. 


Held (affirming the judgment of Mr Justice 
Vaisey), that although the base stock method was 
recognized in the industry, and was unobjectionable 
for some commercial purposes, it was not correct 
for the purpose of computing profits for income 
tax, and that, therefore, the Special Commissioners’ 
decision was not correct. 


Oakes v. New South Wales Commissioner of 
Stamp Duties 


In the Privy Council~ December 3rd, 1953 


(Before Lord Porter, Lord MORTON or HenryTon, 
Lord Rem, Lord Tucker and Lord ASQUITH oF 
BISHOPSTONE) 


Estate duty — Gift — Assumption of bona fide possession 
and enjoyment by donee — Trust for settlor and children 
— Seitlor as trustee — Remuneration for trustee — Income 
applied for maintenance of children — Whether all 
benefit to settlor excluded - Customs and Inland Revenue 


` Act, 1889, Section rz (1) ~ New South Wales Stamp 


Duties Act, 1920-1940, Section 102 — Finance Act, 
1940, Section 43 (2). : 

In 1924 the settlor, by a deed of trust, -declared 
that he held the trust property in trust for himself 
and his four children as tenants in common equally. 
The deceased was the trustee, and as such had wide 


powers of management, and he was entitled to 


remuneration for his services as trustee and to re- 
imbursement of all expenses. He acted as trustee 
until his death in 1947. After deducting his remunera- 
tion and the trust expenses, he divided the income 


we 
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into five equal shares, and applied the amounts of 
the children’s shares for their maintenance and 
education until they came of age, and then paid them 
to the children. 

By Section 102 of the New South Wales Stamp 
Duties Act, 1920-1940, the estate of a deceased 
person is deemed to include: 


‘any property comprised in any gift made by the 
deceased at any time... of which bona fide 
possession and enjoyment has not been assumed by 
the donee immediately upon the gift and thence- 

‘ forth retained to the entire exclusion of the deceased, 
or of any benefit to him of whatsoever kind or in 
any way whatsoever whether enforceable at law or 
in equity or not.’ i 


The Commissioner of Stamp Duties claimed death 
duty in respect of the deceased’s estate on the footing 
that the estate included the whole of the trust 
property. The executor contended that only a sum 
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representing one-fifth of the value of the trust 
property should be included as an item of the estate. 


Held, that in order that a case should be within 
Section 102 (2) (d) of the New South Wales Stamp 
Duties Act, 1920-1940, it was necessary that any 
advantage that the settlor had continued to enjoy 
should be of such a kind as to be within the scope 
of the section; that the application of the income, 
during the children’s minorities, for their mainten- 
ance and education was not such an advantage, as 
the application was in the best interests of the 
children, and any advantage that the deceased ob- 
tained was not at the children’s expense and did not 
diminish the value of the gift to them or their 
enjoyment of it; but that the taking of remuneration 
by the deceased as trustee was a benefit within the 
section, as it diminished the amount of the trust 
income available for division among the beneficiaries, 
and that therefore the section applied to this case. 


INLAND REVENUE 
EXTRA-STATUTORY CONCESSIONS 


Alterations in 1952 


We reproduce below, with the permission of the Controller of H.M. Stationery Office, 
the appendix to the ninety-stxth report of the Commissioners of Inland Revenue 
(Cmd. 9030 — mentioned in last week’s issue) showing extra-statutory concessions ê 


in operation at December 31st, 1952, in addition to those published in the Board’s = 
ninety-third, ninety-fourth and ninety-fifth reports. The concessions described 


below are of general application, but it must be borne in mind that in a particular l 
case there may be special circumstances which will require to be taken into account 
in considering the application of the concession. 


INCOME TAX 


1. Interest paid in full by a trader to a building 


society. 


Where, for the purposes of his trade, profession or 

_ vocation, a person pays annual interest in full to a 
building society which has entered into the special 
arrangements under Section 445 of the Income Tax 
Act, 1952, but his income is not sufficient to enable 
relief to be given under that section in respect of the 
“whole of the interest, the amount in respect of which 
relief cannot be given is treated for the purpose of 
carry-forward relief as if it had been assessed under 
Section 170 of the Income Tax Act, 1952. 


ESTATE DUTY 


1. Interest on Estate Duty on the proceeds of 
sale of timber. 


Section 9 of the Finance Act, 1912, fixed the rate of 


interest on estate duty on the proceeds of sale of 
timber at 3 per cent. In practice interest is charged at 
2 per cent, which is the current rate of interest on 
estate duty generally. 


1See The Accountant dated January 20th, 1951, February 
znd and April rath, 1952, and January 31st, 1953. 


EXTRA-STATUTORY CONCESSIONS 
WHICH HAVE CEASED TO OPERATE 
during the year ended December 3ist, 1952 


INCOME TAX - 
No. on list 
in Board’s 93rd Report. | 
9. STOLEN MACHINERY OR PLANT: BALANCING ALLOW- 

ANCES. 

Paragraph 1, Part I, Sixth Schedule, Finance Act! 
1952, amends the provisions of the law specifying the 
events giving rise to balancing allowances and balanc- 
ing charges. As a result balancing allowances may 
now be claimed in appropriate cases in respect of the 
loss of machinery or plant by theft. 

31. BUILDING SOCIETIES. 

Section 23 of the Finance Act, rg5x (Section 445 
of the Income Tax Act, 1952), which came into opera- 
tion on April 6th, 1952, gives legal force to the building 
society arrangement. 


PROFITS TAX | 
No. on list A 
in Board’s 93rd Report. 
1. DIRECTORS’ REMUNERATION FROM DIRECTOR-CON- 

TROLLED COMPANIES. 

Sub-paragraph (4) of the new paragraph 11, Fourth 
Schedule, Finance Act, 1937, introduced by Section 34 
of the Finance Act, 1952, has taken the place of this 
concession. 
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BRISTOL AND WEST OF ENGLAND SOCIETY 
OF CHARTERED ACCOUNTANTS 
JUBILEE DINNER AND DANCE 


The jubilee dinner and dance of the Bristol and West 
of England Society of Chartered Accountants was held 
on Friday, January 29th, at The Grand Hotel, Bristol. 
Members and guests, numbering about 200, were 
“received by Mr C. Croxton-Smith, M.A., LL.B., J.P., 
F.C.A., President of the Society, and Mrs Croxton-Smith, 
and by Mr James Blakey, F.c.a., President of The 
Institute of Chartered Accountants in England and 
Wales, and Mrs Blakey. 

Among those present were Alderman K. A. L. 
Brown, J.P., the Lord Mayor of Bristol, and Mrs 
Brown, and. 

‘Mr C. L. Davies, F.c.a. (President, Leeds, Bradford and 
District Society of Chartered Accountants), and Mrs Davies; 
Mr W. G. Densem, F.c.a. (Chairman, London and District 
Society of Chartered Accountants), and Mrs Densem; Mr 

. H. Drewett, a.c.u.s. (Chairman, Chartered Institute of 
Secretaries (Bristol. District)); Mr Derek du Pré (Editor, 
‘The Accountant’) and Mrs du Pré; Mr A. F. Foster 
(President, Association of se ie ‘Accountants (Bristol 
District)) and Mrs Foster; Mr J. L. Kimber, B.A. (President, 
Bristol Incorporated Chamber of Commerce and Shipping), 
and Mrs Kimber; Mr H. F. Leach, R.D., F.S.A.A. (President, 
West of England District Soctety of Incorporated Account- 
lants), and Miss M. Lee; Mr C. H. S. Loveday, A.C.A. 
(an Assistant Secretary of the Institute), and Mrs Loveday. 

Mr M. G. Meade-King (President, Bristol Incorporated 
Law Society) and Mrs Meade-King; Mr J. S. Morgan, 
F.R.LC.S., F.A.I. (Chairman, Bristol and District Branch, 

uctioneers and Estate Agents Institute), and Mrs Morgan; 

r G. P. Morgan-Jones, M.A., F.C.A. (President, South 
Eastern Society of Chartered Accountants), and Mrs Morgan- 
ones; Mr S. R. Perratt, F.c.a. (Chairman, Exeter Branch, 
Bristol and West of England Society of Chartered Account- 
ants), and Mrs Perratt; Mr J. G. Simpkins, a.c.a. (Secretary, 

xeter Branch, Bristol and West of England Society of 
Chartered Accountants), and Mrs Simpkins; Mr H. A, 
Stowe (President, Bristol Centre, Institute of Bankers) and 

rs Stowe; Mr A O. Wills, ong, GShert{f of the City and 
County of Bristol), and Mrs Wills; Mr L. V. West, F.c.a. 
(President, South Wales and Monmouthshire Society of 
Chartered Accountants), and Mrs West. 


A Welcome to the Ladies 


Proposing the toast of “The City and County of 
Bristol’, Mr Croxton-Smith gave a special welcome to 
be ladies to mark the first occasion they had been 
nvited to the Society’s annual function. Welcoming 
so the guests and representatives of many professional 
20dics in the city, he offered congratulations to the 
Lord Mayor upon the personal success he had achieved 
luring his year of office. 

Mr Croxton-Smith recalled with gratitude the fore- 
ight and initiative of the men who formed the Society in 
903. The-sons and relatives of some of those men were 
imong the members gathered for the jubilee dinner. 

The City of Bristol, Mr Croxton-Smith went on, 
wuld trace its existence back for a thousand years 
ind more, and many generations of citizens had helped 
o build it. If history repeated itself, he continued, 
hen the present must be an age of great opportunity; 
he many signs that still existed of war damage and 


destruction made most people feel that they wanted 
to build again. 

‘If the City Corporation will take the lead and initiative 
it will not find the citizens lagging far behind, and I can 
certainly assure you of the full support of the members of 
this Society whether they be in industry, commerce or 
professional practice,’ he said. (Applause.) 


After responding to the toast, the Lord Mayor 
proposed a toast to “The Institute of Chartered 
Accountants in England and Wales’. The importance 
of accountants had increased enormously in his life- 
time, he said. His father used to look on the secretary 
as just a nuisance and the accountant as merely the 
scorekeeper. Now it was of the highest importance 
that every business should have a good accountant, 
otherwise, unwittingly, even heavier taxes might be 
paid through misunderstanding. He continued: 


‘But I do hope that, in time, you will be able to evolve 
some technique whereby we will be able to enjoy spending 
more of our own money, instead of having the doubtful 
pleasure of seeing other people spend it for us.’ (Laughter.) 


In the course of his reply to the toast, Mr Blakey 
said he was impressed by the amount of voluntary 
service given by members. He continued: 


The Smaller Practitioner 


‘I am particularly aware of the smaller practitioner who 
practices in the rural areas and his difficulty in keeping 
his end up against his competitors — both qualified and 
unqualified. ‘These difficulties are particularly apparent in 
scattered areas. 

‘May I assure you, as a provincial member, that the 
Council of the Institute is'` continually concerned about the 
smaller practitioner who has the disadvantage of isolation — 
there must be many occasions when he feels the need for a 
talk with a colleague on a difficult matter. I would point 
out that there is an advisory subcommittee of each district 
society to which he may apply for informal advice and I 
am sure such advice would be willingly and expeditiously 


given. 
Publicity for the Profession 


"We must remember that the prestige of the profession is 
in the hands of each individual member. Any publicity for 
the profession as a whole must necessarily be of a suitable 
character compatible with our high ethical standards and 
I can assure you this has the attention of the Council. 
‘We must remember that in certain phases of our activi- 
ties, such as income tax, we have no monopoly or freehold, 


, but I think it inevitable that as time goes on and our 


individual work becomes appreciated, the less shall we have 
to fear from competition.’ (Applause.) 


Tribute to The Staff of The Institute 


Mr Blakey then paid a well-deserved tribute to 
the staff of the Institute for the help and guidance 
which he received from them, and he expressed his 
pleasure at the presence of Mr C. H. S. Loveday, A.c.a., 
an Assistant Secretary of the Institute. He concluded 
by thanking Mr R. A. Chermside, A.C.A., Hon. 
Secretary of the Society, who was responsible for the 
admirable arrangements that evening, and by wishing 
continued success to the Society. 
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NOTES AND NOTICES 


Personal 


Messrs Brooke & Stocks, of Bradford, Halifax, 
and Sowerby Bridge, announce that they have taken 
into partnership Mr GEOFFREY L. GREEN, A.S.A.A. 
The style of the firm will remain unchanged. 

Messrs Percy Gore & Co, Chartered Accountants, 
of 18 Cecil Square, Margate, announce that as from 
February 8th, 1954, they have opened a branch office 
at r. York Street, Ramsgate. 

Messrs DH V. GREENWOOD A Co, Chartered 
Accountants, of 11 Broad Street, Manor Row, 
Bradford, announce that Mr C. F. CocksHorr, A.C.A., 
. retired from the practice on January 31st, 1954, and 
that Mr D J. FLETCHER, a.c.a., was taken into 
partnership as from February ist, 1954. 


Professional Note 


Mr J. S. Carolin, M.B.E., A.C.A., has been appointed 
a managing director of J. W. French & Co Ltd. 


In Parliament ` 
INCOMES 


Mr Sake asked the Chancellor of the Exchequer 
how many persons in the United Kingdom have 
incomes over and under £1,500 net per annum as 
shown by the latest figures available; and, if all 
income over {1,500 per annum were distributed to 
those receiving less, how much per week it would 
add to the incomes of those receiving less. 

Mr Mann me In 1951-52, the latest year for 
which figures are available, the number of personal 
incomes over {1,500 net after deduction of tax was 
about 214,000 and the number of net incomes below 


that amount was about 25-3 million. If the whole of ` 


the excess over £1,500 had been distributed to those 
with net incomes below that amount each of the 
latter would have received about 2s per week. 

Mr OsporneE asked the Chancellor of the Ex- 
chequer the income required today to equal the 
purchasing power of £2,000 per annum when surtax 
was first introduced at this level in 1918-19. 

Mr Boyp-Carpenter: I have no materials avail- 
able for a precise estimate. The figure would not, 
however, be likely to be less than £3,400. 


Hansard, Jan. 28th, 1954. Written Answers. Col. 266. 


CIVIL SERVANTS: Tax DEDUCTION ARRANGEMENTS 


Mr Erro.u asked the Chancellor of the Exchequer 
the present arrangements for deducting income tax 
from the salaries of civil servants. 

Mr Boyp-Carpenter: The regulations governing 
the deduction of income tax from salaries and wages 
apply to civil servants in the same way as to other 
employees. 


Hansard, Jan. 28th, 1954. Written Answers. Col. 268. 


pen 


No PAR VALUE SHARES: REPORT 


Mr ArsuTHNOT asked the President of the Board of 
Trade whether he has a statement to make about 
the progress of the committee on shares of no par 
value; and when the report is likely to be available. 
Mr Perer THORNEYcCROFT: I have now received 
the committee’s report and I propose to have it 
printed and published as soon as practicable. 
Hansard, Jan. 28th, 1954. Oral Answers. Col. 1958. 


Assistant Official Receiver Appointments 


The Board of Trade announces that as from January 
28th, 1954, Mr Rex George Goddard has been 
appointed an Assistant Official Receiver for the 
Bankruptcy Districts of the County Courts of Read- 
ing, Banbury, Newbury and Oxford and for the 
County Courts of Aylesbury, Brentford, Chelmsford, 
Edmonton, Hertford, St Albans and Southend. 

It is also announced that as from February ist 
1954, Mr Alec Henry Horler has been appointed 
Assistant Official Receiver for the Bankruptcy 
trict of the County Courts of Bristol, Bath, Bridg- 








` water, Cheltenham, Frome, Gloucester, Swindonyan 


Wells, and also for the Bankruptcy District of the 
County Courts of Exeter, Barnstaple, ‘Taunton and 
Torquay. 


New Chief Registrar of Friendly Societies 


Mr C. B. Crabbe is to be Chief Registrar of Friendly, 
Societies and Industrial Assurance Commissioner i 
succession to Sir Bernard ‘White, K.B.E., who wil 
retire from the public service on March 31st. Mr 
Crabbe has served as Assistant Registrar of Friendl 
Societies and Deputy Industrial Assurance Com, 
missioner. 

Taxation Course 
A course of seven weekly lectures on taxation fo 
advanced students and practitioners is to be held an 
Thursday evenings at the Kingsway Hall, London, 
commencing February 25th, at 6.15 p.m. 

The lecturer will be Mr Percy F. Hughes, assistant 
editor of Taxation, and the subjects will be as follows: 
. Finance Act, 1953. 

. Taxation of income arising from property. 

. Recent tax cases. 

. Special points on Schedule D computation. 

. Schedule E expenses claim. 

. Points on profits tax and excess profits levy. 

. Back duty: Computation of penalties. 

The fee for the course is {1 1s od; applications for 
admission cards, together with the remittance, should 
be sent to Mr Ernest T. Green, F.c.c.s., Kingswag 
Hail, Kingsway, London, WCz. (Holborn 8860.) 


“TAU G NW 


The Purpose and Mathematics of Simple | 
Statistical Techniques , 

Professor F. Sewell Bray, F.C.A., F.S.A.A.,, Stamp- 
Martin Professor of the Research Chair of Account- 
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ing founded by the Society of Incorporated Account- 
ants and Auditors, is holding an open seminar at 
Incorporated Accountants Hall on Tuesday, March 
2nd. The subject of the seminar, which commences 
at 6 p.m., will be “The purpose and mathematics 
of simple statistical techniques’. 

Readers wishing to attend are asked to write to 
the Research Committee Secretary, Incorporated 
Accountants’ Hall, Temple Place, Victoria Embank- 
ment, WCz, so that the necessary arrangements 
regarding numbers may be made. 


The Chartered Accountant Students’ Society 
of London 


The following meetings of the London Students’ 
Society will be held during next week: 


Monday, 5.30 p.m.: Lecture, “The agreement of tax 
computations for a business’, by Mr J. E. Talbot, F.c.a., 
and Mr H. A. Bradford (H.M. Inspector of Taxes). 
Chairman: Mr Douglas A. Clarke, LL.B., F.c.A. (Member 

of the Council of the Institute). 

Thursday, 5.30 p.m.: : Demonstration debate on the motion 
“That it is in the interests of democracy that anti- 
‘democratic parties should be suppressed’. The openers 
for and against the motion will be prospective candidates 
for Parliament. 

Friday, 1.0 p.m.: Lunch-time discussion of study problems 

rought by students. 5.75 p.m.: Introductory course 
lectures on (1) “The fundamentals of auditing’; (2) “The 
law on the ownership and control of business’. 


An Examination Achievement 


We are interested to note that all the honours at the 
Institute’s November 1953 examinations have been 
awarded to candidates who were coached by Messrs 
H. Foulks Lynch & Co This achievement embraces 
the first seven places in the Final and the first 
twenty-two places in the Intermediate examinations. 

Pupils of Messrs Foulks Lynch also gained five 
out of seven honours in the Society’s examinations. 


District Societies of Chartered 
Accountants 


One-Day MEETING or HONORARY SECRETARIES . 


a a one-day meeting of honorary secretaries of 
district societies of the Institute, held in Birmingham 
on January 22nd, 1954, a useful review was made of 
services being rendered by or sponsored by district 
societies at the present time. 

In addition to honorary secretaries of district 
societies, Mr Alan S. Maclver, M.C., B.A., Secretary 


of the Institute, and Mr C. H. S. Loveday, A.C.A., 


an Assistant Secretary of the Institute, were in 
attendance. Mr R. B. Dixon, F.C.A., President of the 
Birmingham Society, acted as chairman of the 


eeting. 
PA luncheon for those attending the meeting. was 
held at The Queen’s Hotel, at which there were also 
present Messrs W. L. Barrows, J-P., PA W. W. 
Fea, B.A., A.C.A., and R. B. Leech, M.B.E., T.D., F.C.A., 
members of the Council of the Institute from the 
Birmingham area. 

The decision to hold this meeting was made in 
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November last at the annual meeting of representa- 
tives of district societies and of the Council, and the 
arrangements were made by Messrs Stanley Kitchen, 
F.C.A„, and G. N. Hunter, J.P., F.c.a., Honorary 
Secretaries of the Birmingham and Leeds Societies 


‘respectively. 


London and District Society of Chartered 
Accountants 


‘How to interpret the City page’ is the title of an 
address to be given next Wednesday to the London 
and District Society of Chartered Accountants by 
Mr Francis Whitmore, City Editor of the Daily 
Telegraph. 

The meeting will be held in the Oak Hall of the 
Insitutte and will commence at 6 p.m. 


DINNER AND DANCE 


Tickets may still be obtained from the hon. secretary 
for the dinner and dance to be held at The Park 
Lane Hotel, Piccadilly, on Friday, March 19th. 


Merchandise Marks Act: i 
False and Misleading Trade Descriptions 


The Board of Trade draws the attention of traders 
to Section 1 of the Merchandise Marks Act, 1953, 
which came into force on February 1st. The whole of 
this Act, which strengthens the law relating to 
merchandise marks and increases the penalties for 
offences, is now in operation. Under the Merchandise 
Marks Acts, 1887 to 1953, it is an offence to apply 
a false or misleading trade description to goods or 
to sell goods to which a false or misleading trade 

description is applied. 
“Trade description’ means any description, statement, 

or other indication, direct or indirect, 
(a) as to the number, quantity, measure, gauge or weight 
of any goods; 

(aa) as to the standard of quality of any goods according 
to a classification commonly used or recognized in 
the trade; 

(ab) as to the fitness for purpose, strength, performance 
or behaviour of any goods; 

(b) as to the place or country in which any goods were 
made or produced; 

(c) as to the mode of manufacturing or producing any 
goods; 

(d) as to the material of which any goods are composed; 

(el as to any goods being the subject of an existing 
patent, privilege or copyright. 


An Oath for New Jersey Accountants ` 


The New Jersey State Board of Public Accountants 
has this year instituted an oath to be administered to 
all persons granted a C.P.A. certificate, in which 
the candidate swears to uphold the Constitution of the 
United States and the State of New Jersey and 
the rules of professional conduct promulgated by the 
State of New Jersey. This is the second State using 
such an oath, Kentucky: having been the first. 

From The Journal of EE New York, 


January 1954. 


on 
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The Northern Chartered Accountant 
. Students’ Society 
An entirely new venture has been started by The 
Northern Chartered Accountant Students’ Society 
in its 1954 programme. This is the inauguration of a 
series of film lectures to supplement the normal 
fortnightly lecture meetings and Saturday morning 
tuition classes. Two meetings were held last month 
at the Conference Room, Roadway House, Oxford 
Street, Newcastle upon Tyne, and eight films were 
shown, the subjects including reciprocal trade 
between the United Kingdom and South Africa, 
unemployment and money, and the history and work 
of the London County Council. It is felt that these 
film lectures, although not purely academic, will be 
of great value to students of both Intermediate and 
Final level. 
RESIDENTIAL COURSE 

An interesting and instructive programme has been 
arranged for the Society’s residential course which is 
to be held for three days from Friday evening, March 
26th, to Monday evening, March agth, at Hatfield 
College, Durham University. 


Office Management Association 

ONE-DAY CONFERENCE IN BIRMINGHAM 
The Office Management Association (Birmingham 
Branch), in conjunction with the Birmingham 
Productivity Association, is holding a one-day 
conference at The Grand Hotel, Birmingham, on 
February 22nd, on ‘Office printing, duplicating and 
photo-copying’. An address at the morning session 
will be given by Mr H R. Verry, F.1.B.P., A.R.P.S., of 
H.M. Treasury, and the afternoon and evening will 
be devoted to the display of office equipment relating 
to the subject. 

Information concerning the conference may be obtained 
from the Secretary of the Office Management Association 
(Birmingham Branch), Mr E. C. Blewitt, Swallow Rain- 
coats Ltd, Birmingham, 18, or from the Secretary, 
Birmingham Productivity Association, Mr E. Tonkinson, 
Birmingham Chamber of Commerce, New Street, Bir- 
mingharm. 

ONE-DAY. CONFERENCE IN LONDON 
A one-day conference on ‘Sales invoicing and sales 
ledgers’ is to be held at Caxton Hall, London, SWr1, 
on March 16th, 1954. 

There will also be an exhibition of accounting 
machines, equipment, etc., special sessions of which — 
to enable accountancy students to attend — will be 
open on March 15th and 16th from 5 p.m. to 7.30 p.m.; 
admission is free by invitation, and applications, 
stating for which evening, together with stamped 
addressed envelope should be sent to the Secretary, 
Office Management Association, 8 Hill Street, 
London, W1. 


GLASGOW AND WEST OF SCOTLAND BRANCH 
A week-end conference on the subject ‘Cutting 
office costs’ is to be held by the Glasgow and West 
of Scotland Branch of the Office Management 
Association on April ob, roth and "rb, The 
conference, which will be at the Skelmorlie Hydro 
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Hotel, Firth of Clyde, is the first of its kind to be 
held by the Association in Scotland, and is open to all 
members and subscribers to the Association and 4 
delegates from industry and commerce. , 

The opening function on Friday evening, April 
gth, will be a conference dinner when the guest 
speaker will be Mr R. A. Maclean, c.a., chairman 
and managing director of A. F. Stoddard & Co, and 
chairman of The Scottish Industries Exhibition, 
1954. The conference sessions will take place on 
Saturday morning and afternoon, and on Sunday 
afternoon, and an address will be given by Mr 
Geoffrey J. Mills, acte, M.1.1.A4., F.O.M.A., assistant 
controller of J. Lyons & Co Ltd. > 


Chartered Accountants’ Hockey Club 
CHARTERED SURVEYORS 3; CHARTERED ACCOUNTANTS 2 


In an evenly contested game between the Institute XI 
and the Chartered Surveyors at the Old Deer Dark. 
Richmond, last Saturday, the Surveyors reversed 
the result of last year’s game by winning by three 
goals to two. 

The frozen conditions and the bumping ball di 
not deter the enthusiasm and speed of the respecti 
XIs; the Chartered Surveyors took the offensive åt 
the start but the Institute XI settled down faitly 
quickly and began to exert pressure after the first 
ten minutes. B. G. Henderson, S. J. Titcomb and 
D. Cumming in the centre-attack had a complete 
understanding and made some dangerous sorties on 
the Surveyors’ goalmouth, from one of which D. 
Cumming scored the first goal of the match. The 
Institute held this lead throughout the first half. ` 

After the change round, the Chartered Surveyors |! 
were more on top of the game and their forward line 
tried the Institute defences repeatedly. J. S. Kinross, 
C. H. Fieth and A. D. Bishop kept these attacks at 
bay fairly successfully; the Surveyors’ persistency,‘ 
however, was rewarded by two goals early in the 
second half, followed by a third goal about ten 
minutes before the end. The Institute retaliated 
with a goal scored by S. J. Titcomb after an indi- 
vidual break through, and was attacking strongly for 
the equalizer at the final whistle. | 

The Institute was represented by: 

J. S. Kinross (Guildford); C. H. Fieth (Tulse Hill; 
A. D. Bishop (Old Kingstonians); J. N. Howard (West 
Wales), G. G. A. Saulez, Captain (Hawks); S. Ward 
(Stevenage); L. W. Hawkins (Teddington); B. G. Henderson 
(Burgess Hill); S. J. Titcomb (Burgess Hil); D. Cumming 
(Epsom); P. Gaastra (RetZate). 


Liverpool Students’ Hockey Match 
The first of two hockey matches arranged between 
the Liverpool Chartered Accountant Students e 
the Liverpool Law Students took place at the Live 
pool University Sports Grounds, Wyncote, on 
January 12th. 

‘The Law Students soon showed their superiority, 
scoring a goal within a few minutes after the match 
had commenced; they continued to press’ strongly, 
scoring another goal before the interval. 
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The Chartered Accountant Students tried hard 
in the second half and went close to scoring on a 
number of occasions, but their opponents came more 
into the game as the match progressed and eventually 
| broke through, scoring three further goals in quick 
| succession: In the closing minutes Chartered Account- 
ant Students scored a consolation goal, the final 
result being five goals to one in favour of the Law 
Students. 


The Institute of Cost and Works Accountants 


The annual dinner of the Edinburgh Branch of The 
Institute of Cost and Works Accountants was held on 
January 29th, with Mr J. M. Glover, F.c.w.a., 
President of the Branch, in the chair. 

The principal guests included Mr F. W. H. 
Saunders, F.c.W.A., President of the Institute, and Mr 
John L. Somerville, C.A., F.R.S.E., President, The 
Institute of Chartered Accountants of Scotland. 


Building Society Centenary 


‘To mark the centenary of its foundation in 1854, the 
emperance Permanent Building Society has pub- 
ed an interesting volume entitled From Queen 
Queen, which relates the story of the society against 
—changing conditions of the century of its exist- 
with biographical notes of many of its directors, 
Ind present. 
he centenary banquet held at Grosvenor House, 
KE London, last Tuesday evening, the 
n of the Society, Alderman Cyril W. Black, 
J-P., M.P., F.R.I.C.S., presided over a distinguished 
company representative of the civic, professional 
and commercial life of the country. The Earl of 
Feversham, a director of the Midland Bank, deputizing 
for Lord Harlech, chairman of the bank, proposed the 
toast of “The Society’ , and the chairman responded. 
The toast of ‘Her Majesty’s Government’ was 
proposed by Lord Elton, President, Metropolitan 
Association of Building Societies, and Mr Reginald 
Maudling, M.A., M.P., Economic Secretary of the 
Treasury, replied. 


Training in Hospital Administration 


Under the Colombo Plan Technical Co-operation 


Scheme, Mr Bernard Francis Mendis Amarasekara, 
Accountant to the Ceylon Department of Health,” 
has arrived in the United Kingdom for a six months’ 
course of training in medical accounting and stores 
procedure. He will spend periods of attachment, in 
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most cases of a fortnight’s duration, with the Ministry 
of Health, regional hospital boards, hospital manage- 
ment committees and a number of hospitals. 


Hospital Costing 


The following entertaining opinion on costing 
appears in the January gth, 1954, issue of the Lancet 
and is reproduced by kind permission of the Editor: 


COSTING 


Costing’s now the cure-all, 
Medicine’s on the wane; 
Hail our panacea 
And join us in refrain: 
Hurrah for the Coster-mongers, 
Push Admin. down the drainl 


Costing 4 la King’s Fund, 

Average costs per pain? 

Nuffield’s time-commotion? 

Treasurers’ Penny Plain? 
Hurrah, ete. 


Costing stands for Empire! 

Admin.’s loss, our gain; 

All objective headings 

Are subject to our reign. 
Hurrah, etc. 


Horizontal posting 

(Vertical’s a strain{), 

Overheads to subheads 

And no-one will complain. 
Hurrah, etc. 


Where’s the cost of costing? 

(Conjuring’s our domain!) 

Roll the moss that gathers 

For stone chateaux in Spain! 
Hurrah for the Coster-mongers, 
Push Admin. down the drain} 


E 


Valves Industry Productivity Review 


A Review of Productivity in the Valves Industry, just 
published by the British Productivity Council, 21 Tothill 
Street, London, SW1, price 2s net, is the twelfth in the 
series of productivity reviews in which are outlined the 
developments that have taken place in various industries 
since the war, A Valves Industry Productivity Team fiom 
the United Kingdom visited the U.S.A. in roso and 
published its report in 1951. 


Our Contemporaries 


THE AUSTRALIAN ACCOUNTANT. (Melbourne.) (November.) 
‘Private balance sheets’, by E. T. Spackman. 

THe CANADIAN CHARTERED ACCOUNTANT. (T'oronto.) 
(December.) “The purpose of professional auditing’, by 
Alfred F. Gosling, C.A. 

THE CONTROLLER. (Brattleboro, Vt.) (December.) ‘Direct 
costing v. Conventional cost methods debated at AIA’s 
annual meeting.’ 


JOHN FOORD & COMPANY 


56 VICTORIA STREET, LONDON, SWI 


Telephone: Victoria 2002 (3 lines) 


VALUERS AND ASSESSORS 


OF WORKS, FACTORIES, PLANT & MACHINERY, Etc. 
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‘Tue New York CERTIFIED PUBLIC ACCOUNTANT. (New 

‘ York. (December.) ‘Pension plans for small enterprises’, 
by Thomas. A. Meaney, and ‘Pensions, profit sharing 
and the accountant’, by Charles S. Wilson, Junr. 

THE JOURNAL OR ACCOUNTANCY. (New York.) (January.) 
‘How the Auditor can pick the best time to examine an 
account’, by P. N. Wehi, Junr., GPA. 


Other Publications Received 


B.I.M. MANAGEMENT ABSTRACTS (Vol. VI, No. 11). 

Die WIRTSCHAFTSPRUFUNG. (Stuttgart.) (February.) 

ENGINEERING InpDustTRIES BULLETIN. (February.) 

BULLETIN FOR INTERNATIONAL FISCAL DOCUMENTATION, 
(Amsterdam.) (Vol. VII, No. 3~4.) 

ABSTRACT OF AccOUNTS of the County Council of North- 
umberland for the year ended March 31st, 1953. 

JOURNAL OF THE Royal SOCIETY OF ARTS, (January.) 

INDUSTRIAL WELFARE. (November~December.) 

LA REVUE BELGE DES SCIENCES COMMERCIALES. (Brussels.) 
(December.) 

INFORMATION, (Stockholm.) (January.) 

Tue CHAMBER OF COMMERCE JOURNAL. (January.) 

THe BUILDING SOCIETIES’ GAZETTE. (Januarv.) 

DER WIRTSCHAFTSTREUHÄNDER. (Stuttgart.} (January.) 

INDIAN ‘Taxation. (Delhi) (November.) 

_ THE ACCOUNTANTS” JOURNAL. (Manila.} (September.) 

Der WIRTSCHAFTSPRIIFER. (Berlin.) (January.) 

‘THE SECRETARY. (January.) . 

THE INTERNAL AUDITOR, (New York.) (December.) 

La GAZETTE FISCALE. (Alexandria.) (July—August.) 

REVIEW OF THE FINANCIAL ACTIVITIES OF THE CORPORATION 
OF EDINBURGH for the year 1952~53. 

JOURNAL OF THE SAVINGS BANKS INSTITUTE. (January.) 

THe Banker. (February.) 

NIGERIA TRADE JOURNAL. (Lagos.) (October-December.) 

L ORGA LA COMPTABILITÉ, (Paris.) (December) 

RECH Tax JouRrNaL. (Toronto.) (November—Decem- 

er 

Tre Brittsh MANUFACTURER. (January.) 

Luoyvps BANK Review. (January.) 

N.A.C.A. BULLETIN. (New York. ) (December.) 

MONTHLY REVIEW OF THE BANK or Nova Scotia. (Toronto.) 
(October—-November.) 

Tue GENERAL ACCOUNTANT, 
Decernber.) 

The C.P.A. (New York.) (January.) 

Tue CERTIFIED BOOKKEEPER. (Cape Town.) (January.) 


(Vancouver.) (November~ 


TWENTY-FIVE YEARS AGO 
From The Accountant or FEBRUARY gTH, 1929 
Extract from.a Weekly Note 
The Institute of Chartered Accountants 


The Council has appointed Mr. Robert Wynne 
Bankes, B.A., Barrister-at-Law, as Assistant Secretary. 
to the Institute, and he has taken up his duties... . 


A Weekly Note 
Women Accountants 


The doors of the accountancy profession have 
now been open to members of both sexes for some 
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years, but it is not a career which is likely to make a 
very wide appeal to women and consequently the 
number of those who have taken it up is still very - 
small. The lists of successful candidates at the last 
November examinations show only one woman out 
of a total of 350 in the Institute Final and two out 
of 301 in the Intermediate, while the Society lists 
contained the names of two successful women in 
the Final examination out of 108 passes, and one in the 
Intermediate out of 202. But the very fact that the 
number is small may be-taken as an indication of 
probable success for, as the President of the Institute 
has pointed out, it is doubtless only those few women 
who have the strongest inclination to accountancy 
who would ever think of joining the profession, and 
he stated that at the previous two Final examinations 
the percentage of passes for all candidates came out 
at about 55 per cent., while for women it was 80 
per cent. We were interested to notice that at a. 
recent meeting of the London Members of the 
Institute the contribution made by Miss Ethel 
Watts, A.C.A., to the discussion which took place 
was the subject of favourable and appreciative Com. 
ment both on the part of other members presen, 

and by the President. 


SEVENTY-FIVE YEARS AGO 
From The Accountant or FEBRUARY 8TH, 184 
‘Accountant’ Situation List ` 


Replies to be addressed to the Number sta 
The Accountant Office, 62 Gracechurch Stree 


NO, DESCRIPTION EXPERIENCE SALAKY 

55 Clerk, quick at figures......c.00+. 5 years ....froo prox... 

56 Accountants’ Cashier, i i 
correspondente EEEE TI 25 years ...£120perannum mid. 


5 
57 Auditing, Bankruptcy, Liquidation 15 years . -£160 per annum.. 35 
58 Book-keeping, single and double 


balance sheets. ....sssusnunena 5 years ..£90 per annum.... 20 
89 Book-keeping, Shorthand, Corres- 
pOondenCe great he 6 years .. 30S. per week.... 19 


ANNOTATED TAX CASES 


Edited by Roy BORNEMAN, OG 


Published on the first Saturday after the 2oth 
of each month, Reports of Income-tax, Sur-tax, 
Profits Tax, E.P.T,, Death Duties and Stamp Duty 
Cases decided in the Courts of England and Scotland. 
The reports contain a lucid summary of the cases and 
a full report of the judgments, together with explana- 
tory notes on the decisions. 


= PER ANNUM 


” SUBSCRIPTION 30/- 
( post free} 


GEE & CO (PUBLISHERS) LTD 
21-28 BASINGHALL STREET; LONDON, DCH 


MOTOR — FIRE ——CONSEQUENTIAL LOSS 


CAR & GENERA 


83 PALL MALL, 


INSURANCE TD 
CORPORATION 8 


LONDON, SE 
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THE INSTITUTE OF | 
CHARTERED ACCOUNTANTS OF SCOTLAND 


Results of Examinations held in December 1953 
FINAL EXAMINATION 


(Second Division) 


As a result of the examination held on December 14th, 15th, 16th, 17th and 18th, 
1953, the undermentioned 105 candidates passed the Second Division of the 
Institute’s Final examination. Their names appear in alphabetical order and are 


followed by the firms of the masters to whom they were indentured or assigned. 


An asterisk indicates a candidate who qualified for the Institute’s Final examina- 
tion certificate and a dagger a candidate who passed with distinction. 


*Aiton, W. E. (Macharg & Son), Glasgow. 

*Albiston, J. R. (James C. Cessford), Edinburgh. 
*Ancill, D. S. (Mitchell & Smith), Glasgow. 

*Anderson, I. M. (Mann, Judd, Gordon.& Co), Glasgow. 


*Carmichael, J. J. (Wallace & Somerville), Edinburgh. 
*Carswell, G, L, (Peat, Marwick, Mitchell & Co), Glasgow. 
*Coulthart, P. D. (William Duncan & Co), Glasgow. i 
*Currie, W. P. (Dewar & Robertson), Edinburgh. 


*Donaldson, A. W. (Macharg & Son), Glasgow. ` 
*Donaldson, J. A. (Peat, Marwick, Mitchell & Co), Glasgow. 


*Falconer, I. B, (Henderson & Loggie), Dundee. 


*Fergusson, K. M. N. (John M. Geoghegan & Co), Edinburgh. 


*Fleming, G. M, S. (Craston Thomson & Allison), Glasgow. 
*Fraser, J. S. (Charles Burrows & Co), Edinburgh. 


*Galbraith, H. (McLachlan & Brown), Glasgow. 
Garrie, C. (Mitchell & Smith), Glasgow. 


*Gillies, M. (W. S. Brown, MacDonald & Fleming), Edinburgh. 


*Glen, J. R. (John M. Geoghegan & Co), Edinburgh. 
*Glickman, H. L. (McKean & McLennan), Glasgow. 
*Gunn, G. G. K. (Romanes & Munro), Edinburgh. 
*Guthrie, A. P. (Thomson McLintock & Co), Glasgow. 


*Harrison, J. D. St C. (Thomson McLintock & Co), London. 
*Harter, J. M. (David Strathie & Co), Glasgow. 

*Hawkins, A. M. (Thomson McLintock & Co), London. 
*Hay, J. I. (Robert Crawford), Dunoon. 

*Hemming, O, A. (McKerrell Brown & Gray), Edinburgh. 
*Hislop, W. T. (R. & E. Scott), Edinburgh. 

*Hodge, J. I. K, (French & Cowan), Glasgow. 

*Hodge, M. A. (J. & J. Gillies), Glasgow. 

*Howat, F. McN. (George A. Touche & Co), London. 
*Huckle, D. A. (A. & J. Robertson), Edinburgh. 


*Ingleby, W. (Alexander Sloan & Co), Glasgow. 


*Jamieson, W. A. (Davies, Lochhead & Co), Glasgow. 
*Johnston, N. T. (Kirk & Johnston), Glasgow. 
*Jones, R. A. (Jas. Henry Reid & Son), Aberdeen. 


*Kelly, A. J. (Wardhaugh & McVean), Glasgow. 
*Kennedy, W. W. H. (John Kennedy), Glasgow. 

*Kerr, J. (Girdwood, Allison & Logan), Ayr. 

*Kidd, Miss E. A, D. (Parlane McFarlane), Glasgow. 
*Kinnear, J. A. M. (Thomson McLintock & Co), Glasgow. 


*Little, J. W. (Reid & Mair), Glasgow. 


*McAleer, F. T. (Peacock & Henry), Glasgow. 
_ *Macdonald, D. J. (Russ, Ferguson & MacLennan), Glasgow. 


> 


*Macdonald, J. H. (Thomson McLintock & Co), Glasgow. 
MacGregor, D. (Grahams, Rintoul, Hay, Bell & Co), Glasgow. 

*Macgregor, H. K. (Craston Thomson & Allison), Glasgow. 

M C. E. (Thomson, Jackson, Gourlay & Taylor), 

asgow. 

*Mackechnie, A. (Welsh, Walker & Macpherson), Greenock, 

*Mackenzie, J. K. (Mackay, Irons & Co), Dundee. 

*Mackenzie-Ross, P, B. (Chiene & Tait), Edinburgh. 

"Menni, I. M. (Thomson, Jackson, Gourlay & Taylor), 

asgow. l 

(Mackintosh, N. (Turner & Houston), Glasgow. 

*MeKirgan, T. B. (Turner & Houston), Glasgow. 

*McLachlan, J. E. (Mackay, Irons & Co), Dundee. 

*MacLennan, A. S. (Thomson McLintock & Co), Glasgow. 

*McLuskie, H. E. (Thomas Kelly & Co), Glasgow, 

*Marshall, J. N. (Mann, Judd, Gordon & Co), Glasgow. 

*Miller, G. (Robert G. Morton & Son), Edinburgh. 

*Miller, S. MacL. (Fleming & Wilson), Glasgow. 

*Mitchell, G. F. E. (Brown, Fleming & Murray), London. 

*Mitchell, J. (Aikman & Glen), Glasgow. 

*Mitchell, R. C. (Hardie, Caldwell, Ker & Hardie), Glasgow. 

*Monteath, A. D. (Chiene & Tait), Edinburgh. 

*Morrison, H. I. (S, Easton Simmers & ee Glasgow. 

*Morrison, J. F. (Mann, Judd, Gordon & Co), Glasgow. 

*Morton, J. (McLay, McAlister & McGibbon), Glasgow. ‘ 

*Muirden, J. (James Milne & Co), Aberdeen. 

*Murray, C. W. (Howden & Molleson), Edinburgh. 


*Naismith, E. M. (8, Easton Simmers & Co), Glasgow. 
*Newstead, G. B. (Hardie, Caldwell Ker & Hardie), Glasgow, 
*Nicolson, T. P. J. (Wallace & Somerville}, Edinburgh. 


Palmer, W. K. (Whitson, Wells & Co), Edinburgh. 
*Paterson, J. (Walter & W. B, Galbraith), Glasgow. 
*Pettigrew, J. B. John E. Watson & Co), Glasgow. 
*Picken, F. F. (McFarlane, Hutton & Patrick), Giasgow. 
*Polland, J. (Barstow & Millar), Edinburgh. 


*Ritchie, K. W. (Moores, Carson & Watson), London. ` 
*Robertson, T. H. (Dingwall, Peden & Henderson), Edinburgh. 


*Semple, J. M. (Thomson McLintock & Co), Glasgow. 


© *Singer, J. C. (Williamson & Dunn), Aberdeen. 


*Smeaton, D. T. (Miller, McIntyre & Cellatly), Perth, ` 
*#Smith, J. G. (Norman J. Bird & Co), Dundee. 
*Smith, T. H. (Wilson, Ferguson & Co), Glasgow. 


+*Stevenson, J. B. (Thomson McLintock & Co), Glasgow. 


*Sutherland, R. P. (Miller, McIntyre & Gellatly), Perth. 


*Taylor, W. R. (Peat, Marwick, Mitchell & Co), Newcastle. 
*Todd, R. J. (Dickson, Middleton & Co), Stirling. 
*Turner, S. (T. C. Garden & Co), Edinburgh. 


*van der Riet, L. H. (T. S. Aikman), Aberdeen. 


*Walker, E. R. L. (Lindsay, Jamieson & Haldane), Edinburgh. 
*Watson, J. W. (Dempster, Brechin & Waddell), Glasgow. 
*Watts, D. E. (Thomson MclLintock & Co), London. 

*White, J. F. (Davidson, Downie & McGown), Glasgow. 
*Williamson, R. A. (Chiene & Tait), Edinburgh. 

*Wilson, C. S. (Wallace & Somerville), Edinburgh. 


*Younie, G. R. (Wallace & Somerville), Edinburgh. 
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As a result of the examination held on December 17th and 18th, 1953, the under- 
mentioned 142 candidates passed the Second Division of the Institute’s Intermediate 
examination; their names appear in alphabetical order and are followed by the 

names of the firms of the masters to whom they were indentured or assigned. 


INTERMEDIATE EXAMINATION  - 


(Second Division) 


DEE E. J. Finnie, Ross, Welch & Co), Glasgow. 


GE Ge . Mach. (Hardie, Caldwell Ker & Hardie), Glasgow. 
Allan, J. R F. A. Ritson & Co), Aberdeen. . 

Alian, J. L. S. (McClelland, Ker & Co), Glasgow. 

Allan, M. M. (Rogerson & Goldie), Kilmarnock. 

Anderson, G. W. (Brown, Fleming & Murray), Glasgow. 


SES Miss W. (James Meston & Co), Aberdeen. 
hi, L. (McFarlane, Hutton & Patrick), Glasgow. 
mek TC. (Mann, Judd, Gordon & Co), Glasgow. 


I. S. (Mackay, Irons & Co), Dundee. 

Beat, A. (Miller, McIntyre & Gellatly), Dundee. 

Bell, Miss M. M. (Kidston, Goff & Harvey), Glasgow. 
Beveridge, G. Ee & Henry), Glasgow. 

SE R. S. (Davidson, Downie & McGown), Glasgow. 
Bond, H. J. 5. (Cotton, Son & Macniven), Edinburgh. 


Borthwick, D. L. (MacLean, Brodie & Forgie), Glasgow. 
Boyd, J. P, (J. ; Wright Robb & Scobie), Ge 
Bromberger, M. N. (Esterson, Levy & Co), Glasgow. 

Brown, G. R. L. (Lindsay, Jamieson & Haldane), Edinburgh. 


Brown, J. G. (Alexander Sloan & Co), Glasgow. 

Brown, R. S. Gg & Somerville), Edinburgh. 

Buist, Miss J. M. (Cotton, Son & Macniven), Edinburgh. 
Burns, W. R. (Wilson, Stirling & Co), Glasgow. 


Campbell, A. G. (Hardie, Caldwell Ker & Hardie), Glasgow. 
Campbell, E M. (Walker & Henderson), Edinburgh. 
Campbell, SE T. (Kidston, Goff & Harvey), Glasgow. 


Carson, I. EE & Mair), Glasgow. 
Chalmers, R S. (Mann, Judd, Gordon: & Co), Glasgow. 
Church, C. (J..Wright Robb & Scobie), Glasgow. 


Clark, J. (Robert S. Turnbull & Co), Glasgow. 
Clydesdale, T. (William Bishop & Co), Edinburgh. 
Connell, D. C. (Craston Thomson & Allison), Glasgow. 
Cowan, C. A. R. (W. A. Wighton & Crawford), Edinburgh. 
Cowie, A. W. (Williamson & Dunn), Aberdeen. 

Cox, R. (MéLachlan & Brown), Kilmarnock. 

Craig, C. S. (McClelland, Ker & Co}, Glasgow. 

Craig, Miss M. H. (Baird & Macmillan), Glasgow. 
Crane, R. C. (Ferguson & Vost), Glasgow. 

Crole, C. A. (Chiene & Tait), Edinburgh. 

Cutt, R. T. (A, T. Niven & Co), Edinburgh. 


Davidson, A. A. (J. R. Flockhart & GH Aberdeen. 
Day, R. L (Smith & Williamson), Glasgo 

Dietrischen, J. C. (J. Wyllie Guild & Ballantine), Glasgow, 
Dunn, A. D (Chrystal, McIntyre & Co), Glasgow. 
Dunn, T. B. (Mann, Judd, Gordon & Co), Glasgow. 


Ellis, G. C. (Geo. T. Clunie & Scott), Edinburgh. 


Ferguson, A. C. N. (Graham, Smart & Annan), Edinburgh. 
Firming, J. A. Q. (Scott-Moncrieff, Thomson & Shiells), Edin- 
burg - 


Gallacher, J. (Nelson, Gilmour, Scott & Co), Glasgow. 
Gillespie, A. (Ritchie & Holmes), Greenock. 

eters Kä C. (Peat, Marwick, Mitchell & Co), Glasgow. 
Gilroy, A. G. (McIntyre & Rae), Dundee. 

Gray, J. T. W. (Mitchell & Smith), Glasgow. 


Harden, R. J. e (Jas. Williamson & Co), Wembley. 
Hardman, D. F. (Romanes & Munro), Edinburgh. 
Harper, A. H. (Chrystal McIntyre & Co), Glasgow. 


Harper, LD en: Stirling & Co), Glasgow. 

Hathorn, R. J.R . (Barstow & Millar), Edinburgh. 

Hawkins, R R.S. (Deloitte, Plender, Griffiths & Co), London. 
Heath, J. D. J. (Walker & Henderson), Edinburgh. 


Hogg, J. J. (W. J. M. Kean & Co), Edinburgh. 

Herbert, J. H. T (Kirk & Johnston), Glasgow. 
Houstoun, W. F. (Moores, Carson & A aton), Glasgow, 
Howie, D. D, P. 0 ohn E, Watson & Co), Glasgow. 
Hunter, R. W, (Robertson & Brown), Glasgow. 


Khan, M. Y. (R. C. Kelman & Shirreffs), Aberdeen. 


Lapsley, G. W. (Thomson E & Co), Glasgow. 
Law, W. W (Ic ohn Kennedy), Glasgow, 

Lees, J. S. (J. S. Deans & Clement), Glasgow. 
Lombardi, D. P. C. (Stevenson & Kyles), Glasgow. 


AA 


McAra, J. E E Ker & Co), London. 
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FILLING THE RANKS 


HERE are now nearly 50,000 certified public accountants 

in the United States, or about one to every 3,000 of the 

population. In this country, the aggregate membership of 
the three Institutes, the Society and the Association is over 40,000, 
or one to every 1,250 of the population. Rapid as has been the 
growth of the profession in America, the numbers having doubled 
themselves in the last decade, it is evident that numerically there 
is still considerable leeway to be made up. 

It is not surprising then, that the American Institute of 
Accountants is showing concern at the falling off, both i in quantity 
and quality, of new applicants and that it is taking act, ‘measures 
to arrest the decline which, it is thought, has been brò, ^t about 
principally by the more publicized attractions of the \cientific 
and engineering professions. Local societies are being supplied 
with material to enable qualified accountants to present the case 
for the profession at ‘career days’ at high schools. A leaflet for 
distribution to high school students has been prepared stressing 
the highlights of professional accounting, the nature of the work 
and its responsibilities and rewards. The same information, in 
greater analytical detail, will shortly be available for use by 
‘vocational guidance counsellors’ who will also have the benefit 
of the results of recent experiments to ascertain the characteristics 
and interests which anyone likely to show. promise in accountancy 
work, might be expected to possess. ` 

Another medium being employed to draw the attention of 
potentially ‘the right people’ to the profession is the cinema. A 
documentary film, entitled Accountancy: The Language of Business, 
has been made and will be shown in schools and colleges and to 
appropriate organizations. Among other projects to publicize the 
profession are a survey of the conditions of employment and 
prospects of promotion in accounting firms, now under way, and 
a plan to enable accountancy lecturers to serve for a spell in 
professional offices in order to gain first-hand experience of 
accounting practices. 

The Institute stresses that the object of its campaign is to make 
known the opportunities of the profession to students and their 
parents through “dignified factual presentation without any effort 
at high-pressure salesmanship.’ By this means, it hopes to attract 
a sufficient number of applicants of such calibre as to ensure that 
the high standards of the profession in America, jealously built 
up and preserved over the past fifty-eight years, will not be 
diminished. 

The young American aspiring to a career in accountancy should 
be deeply grateful to the Institute for providing him with such 
a preview of his future. 
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FORCING A WINDING-UP 


’ by S. D. TEMKIN, M.A., LL.B. 


regard their own approach to affairs as on 

a different plane from that of politicians, 
they share with the other species of the human 
kind the characteristic of regarding their own 
perpetuation in a position of influence as affecting 
the good of society. 

I refer not only to the pleas in resistance of 
‘take-over’ bids, but to the desire of boards of 
directors of companies whose undertakings have 
been nationalized to perpetuate those companies 
(using the shareholders’ money, of-course) as 
investment trusts. 

Now except in the very special circumstance 
that the company’s own constitution sets a time 
limit on its existence, a thr-’ quarters majority of 
votes at a general meei „=s necessary to pass a 
resolution for a voluitary winding-up. Having 
regard to the esti apathy of shareholders as 
long as their dividend is not reduced, it would be 
surprising if shareholders who, contrary to the 
policy of the board, desired to put an end to the 
company, were to organize, and organize in such 
strength as to muster the majority necessary to 
force a voluntary winding-up. 

Is there, then, any action to be taken by a 
shareholder who, having staked his money on, e.g. 
a telegraph concern, feels that he would rather be 
paid out than find himself the holder of shares 
in an investment trust? Well, he has one easy way 
out. He can simply ring up his broker and order 
him to sell. But’ market values reflect yields, 
which may well be low, while the break-up value 
of the company’s assets might involve distribu- 
tions far in excess of the market price, and such 
distributions, being capital, would not attract 
income tax. We return, therefore, to the possi- 
bility of liquidation. 

‘Any single shareholder, or any number of 
shareholders, has the same right as a creditor to 
institute proceedings to have the company wound 
up, and he may succeed even if the majority 
wishes it to continue. 


A LTHOUGH business men are disposed to 


Grounds for Winding -up 


Section 222 of the Companies Act, 1948, specifies 
six grounds upon any one or more of which the 
Court may wind-up a company. In practice, most 
orders are made on the petition of a creditor, and 
the fifth ground — inability to pay debts — is the 
one that is usually invoked. But the sixth ground ~ 


‘the Court is of opinion that it is just and equitable 
that the company should be wound up’ 


~is the one to which shareholders who dissent 
from a proposed revamping of their company’s 
affairs will turn. 

The power to wind-up where they consider it 
‘just and equitable’ confers a wide discretion 
on the Courts, and they have exercised it in a 
variety of circumstances. Here we are concerned 
only with one class of case in which, as shown by 
authority, it will be exercised — namely, where 
the substratum of the company has gone. - 

The substratum of a company is gone where the‘ 
main purpose has become impossible. Thus, a 
company’s substratum is gone, to quote Halsbury’s 
Laws of England, 


‘when its main object is to acquire and work 
mine or patent, or concession which cannot pe ` 
obtained, or the mine is worthless or the pateat is 
invalid or the concession has lapsed’. bh 


The Memorandum of Association 


Whence is the ‘main purpose’ or the ‘main 

object’ of a company to be deduced? The source 

is its memorandum of association. The third of 
the five clauses usually contained in a memoran- 

dum of association is the objects clause. Its ; 
insertion is required by statute (see Companies | 
Act, 1948, Section 2 (1) (c)), and the purpose of, 
the Act in requiring every company to state its: 
objects has been described by an eminent 
authority on company law as twofold: 


“The first is that the intending corporator who 
contemplates the investment of his capital shall 
know within what field it is to be put at risk. The 
second is that anyone who shall deal with the 
company shall know without reasonable doubt 
whether the contractual relation into which he 
contemplates entering is one relating to a matter 
within its corporate objects’ (see Cotman o 
Brougham ([1918] A.C., per Lord Wrenbury, at 
page 522). | 

Now, in practice, on account of the second of 
the reasons given by Lord Wrenbury, company 
memoranda are drafted at great length and in wide 
terms, and this has its effect on the right of the 
shareholder to say that the company’s substratum 
has gone. The objects clause sets a limit on the 
powers of the company, and any purported act 
which is outside those objects is ultra vires and 


‘void, with the result that neither the company 
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nor those with whom it is dealing can sue on any 
contract. 
Thus, the power given to Manchester Corpora- 
tion to operate a tramway undertaking was held 
not to entitle it to run a parcel delivery service in 
connection with its tramways; and the company 
‘authorized to operate the Mersey Railway was held 
not to be entitled to operate ‘feeder’ bus services.! 
Obviously those who transacted business with 
companies did not like to be in a state of un- 
certainty with regard to the validity of an 
ordinary commercial transaction, and in order to 
avoid any such uncertainty it became the practice 
for draftsmen to furnish companies with the 
modern comprehensive form of objects clause 
‘with its multifarious list of objects and powers 
specified as objects and its clauses designed to 
prevent any specified object being read as ancillary 
_ to some other object’. (Ibid, per Lord Parker, at 
page 521). 
The result is not always the same from the 
investor's as from the lawyers viewpoint. 
mpanies dealing in furniture may find a power 
to\enter hire-purchase transactions essential, but 
investors who put their money into such a 
company still look on it as a furniture company 
and might be discomfited to find that in the eyes 
| of the law their money was locked up in a finance 
‘company. 
The Effect of General Words 


Memoranda began to be drafted in this form 
in order to offset the strict construction placed 
upon them by the Courts. 


| ‘In construing ... any .. . memorandum of 
\ association in which there are general words, care 
‘must be taken to construe those general words so 
as not to make them a trap for unwary people. 
General words construed literally may mean 
anything; but they must be taken in connection 
' with what are shown by the context to be the 
dominant or main objects. It will not do under 
general words to turn a company for manufacturing 
into a company for importing something else, 
however general the words are’ (Re German Date 
Coffee Co ((1882), 20 Ch.D., per Lindley, L.J., at 
page 188)). 
What were the general words in that case? They 
were contained in the eighth and last paragraph 
of the objects clause and read: 


‘To import all descriptions of produce for the 
purposes of food, and the exporting of the same, and 
` the selling and disposing thereof respectively. .. .’ 
But the first paragraph of the clause was to 


t Both these decisions arose on the construction of powers 
granted by special Acts of Parliament, but similar principles 
apply with regard to memoranda of associations under the 
Companies Act. i 


THE ACCOUNTANT 


167 


acquire a certain German patent for manufacturing 
from dates a substitute for coffee, and paragraphs 
2~7 had reference to patents and inventions, 
though without referring to any specific patent. 

The German patent was never granted and 
two shareholders petitioned for a winding-up on 
the ground that the substratum had gone. It was 
held that the main object of the company, to 
which the others were merely ancillary, was to 
acquire and work the German patent, and, this 
being impossible, it must be wound up. 


Recent Cases 


By contrast, however, mention must be made 
of the more recent Scottish case of Galbraith v. 
Merito Shipping Co ([1947] S.C. 446). The 
company was formed in 1906. The Court held 
that on a proper construction of its objects 
clause, the purpose of the company was to carry 
on business as shipowners in all its branches. 
In 1919 it sold the last of its ships and had at no 
time chartered any. It possessed considerable 
investments. In answer to the petition, the 
company stated that it would again purchase 
ships when the opportunity occurred. A winding- 
up order was refused on the ground that the 
petitioner had failed to show that a resumption of 
the business of shipowning was impossible. A 
distinction is drawn between working a particular 
patent or developing a particular estate and 
carrying on a particular kind of business. See Re 
Kitson & Co, [1946] 1 All E.R. 435; Re Taldua 
Rubber Co, [1946] 2 All E.R. 763. 

The latest case in this line is Re Eastern 
Telegraph Co ([1947] 2 All E.R. 104), which 
arose out of the nationalization of Cable & 
Wireless Ltd, to which in 1929 the company had 
transferred its physical assets. By Act of Parliament 
passed in 1946 those shares became vested 
in the Treasury, and the company was severed 
compulsorily for good and all from the business 
of cables and telecommunications. Certain assets 
which for sake of convenience had never been 
vested formally in Cable & Wireless Ltd, and 
the compensation payable by the Treasury for the 
shares it had taken over remained to be assessed. 
The petition was dismissed as premature. 

On the whole, the chances of shareholders being 
able to force a liquidation because the substratum 
has gone are rather thin. This is in keeping with 
the general inclination of the Courts to let 
business men manage their own affairs, within 
the framework of the Companies Act, and to 
require a strong case before interfering with 


‘their decisions. 
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TAXATION OF AUTHORS 


by A BARRISTER-AT-LAW 


HE taxation of authors gives rise to a 

number of problems and the present state 

of the law discloses not only anomalies 

but also substantial grievances, of which the case 

of Mackenzie v. Arnold (31 A.T.C. 369; 33 T.C. 
363) is an interesting example. 

In this case an author, between the years 1911 


and 1920, while he was resident abroad, had 
written a number of ‘books. In 1943 he sold the 


copyright in these books for a lump sum. At that 
time he was admittedly carrying on the profession 
or vocation of an author in this country. But the 
Court decided that the lump-sum payment was 
not of a capital nature, and that it was a receipt 
by him in the way of his profession or vocation 
as an author and accordingly was assessable. But 
the Court went further, and held that the expenses 
incurred by the author during the years rot to 
1920, in the production of the books, which 
expenses in fact exceeded the sum received in 
1943 for the copyright, could not be deducted, as 
they had not been incurred in the year for which 
the assessment had been made on him in respect 
of the lump sum in question. 


Position of Author Exercising Profession 


Where a person is in fact carrying on the profes- 
sion or vocation of an author, then every payment 
he receives for his writings, whether it is in the 
shape of royalties or of a lurnp-sum payment for 
the sale of copyright, is a receipt of his profession 
and is income. | 
Thus Viscount Simon said in Withers v. 
Nethersole (27 A.T.C. 23; 28 T.C. 501), where 
the respondent was carrying on the profession of a 
dramatist and had received a proportion of a 
lump-sum payment obtained by the author's 
personal representatives for the assignment of the 
entire motion picture rights in a play, which sum 
was held to be a capital receipt by the respondent: 
‘If the respondent had been carrying on a pro- 
fession or a vocation at the relevant time, and the 
agreement ... had been entered into in the course 
of it, the sum in question would come into the 
calculation of her annual profits or gains under 
Case II, not indeed as the actual sum to be taxed, 
but as a figure entering into the computation of 
the amount to be charged, subject to the deductions 
inferentially authorized’ [by Section 137 of the 
Income Tax Act, 1952]. 


The ground of the decision that the receipt was’ 


of a capital nature was that there had been the 
sale and transfer outright of an-item of property, 
which previously had belonged to the taxpayer, and 
not a licence to use it granted by its unchanged 
owner. And of course the taxpayer was not 
exercising a profession or vocation. 

In such a case, therefore, one of the tests to be 
applied is, ‘In whom is the copyright?’ If it has 
been transferred out and out, the payment for 
the transfer is prima facie capital, for now the 
copyright is in the transferee. If, on the other 
hand, the copyright still remains vested in the 
author, and a licence has merely been given to 
exploit and use it, then the payment, prima facie, 
even if it is a lump sum, is a revenue receipt. 


! 
Lump-sum Payments Not Necessarily i 
Capital Receipt ! 
But a lump-sum payment for a transfer /of 
copyright will not necessarily be in all casés a 
capital receipt. E 

In C.I.R. v. Longmans, Green & Co (11 A T.C. 
244; 17 T.C. 272), a French author had trans- 
ferred the translation and publication rights in a 
French book. The consideration was a lump-sum 
payment of 500,000 francs and royalties in respect 
of copies sold above the number of 28,000. In 
fact, the lump-sum payment had been calculated 
on the basis of an expectation of a sale of at least 
28,000 copies, at a royalty rate of 2s gd per copy, 
The position therefore was much the same as if 
the author was to be remunerated on a royalty 
basis, the lump-sum payment being an advance 
payment in respect of the royalties, which at, 
least it was estimated would be earned. 

The principle of Longmans, Green & Co may 
be regarded as being derived from the patent 
cases, such as George Constantinesco v. The King 
(6 ATC 584; 11 T.C. 370); Mills v. Jones 
(8 A.T.C. 440; 14 T.C. 769); British Salmson 
Aero Engines Lid v. CIR. (17 ATC 187; 
22 T.C. 29). 


Principles of Patent Decisions 


In the two former, the question was whether the 
compensation awarded to the inventors for the 
past use of their patents by the Crown was a 
capital or revenue receipt. 

As the amount was calculated by reference to | 
the extent of the past user, the payment was held | 
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to be of a revenue nature. In Mulls v. fones, it is 
true that future user was also taken into account, 
but as it was in fact of a negligible character, it 
did not affect the position. 

On the other hand, in the last of the three cases 
above mentioned, the payment was held to be of 
a capital nature. In this case (British Salmson), 
sole licence to manufacture and to sell in certain 
countries for a limited period had been granted, 
the consideration being {£25,000 payable in three 
instalments, plus a royalty of {2,500 per annum. 
The royalty was in the nature of a revenue receipt, 
but the lump-sum payment was held to be 
capital. 

As the Court pointed out, there was a funda- 
mental difference in the two classes of sums. The 

+ £25,000 was a definite and fixed sum, and, one 
may add, not one which was calculated by 
reference to any royalty, and the fact that it was 
payable in instalments could not alter its essential 
‘character of capital. On the other hand, the 
annual payment of {2,500 was not linked up 
with any lump-sum payment; it was merely a 
yearly payment to be made by way of royalty. 


Complete Transfer not Essential to Render 

Payment Capital Receipt 
But in order that a payment should be capital, it 
is not necessary that there should be a complete 
transfer of the rights. As the British Salmson case 
indicates, it may be partial, for it was limited 
there to a period of ten years. And as regards 
copyright, the Scotch case of Trustees of Earl 
Hag v. CIR. (18 ATC 226; 22 T.C. 725) 
indicates that there may be merely a partial 
realization of copyright, and yet the payment 
received would be capital. 

In this case, Earl Haig’s biography was written 
‘at the request of his trustees, who gave the author 
facilities of access to Earl Haig’s diaries. Under 
the agreement the profits from sales of the book 
were to be equally divided. The trustees were 
held not to have been engaged in carrying on any 
trading activities in the circumstances; there had 
been merely a partial realization of an asset by 
them, and the sums which they had received 
were of a Capital nature. 

This case appears in one respect to go further 
than the others in which the receipt has been held 
to be of a capital nature. It is to be observed that 
the trustees were not to receive any lump-sum 
payment, fixed and definite, for the ‘partial 
realization’ of the asset, but were to receive 
undetermined and indeterminate sums out of the 
profits to be realized. 
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Lump-sum Payments as Revenue 


There are five other copyright cases where lump- 
sum payments were made, but in all of them but 
one the payment was held to be of a revenue 
nature. These cases, except for the case perhaps 
of Hobbs v. Hussey (21 A.T.C. 78; 24 T.C. 153), 
are to be explained on the basis that the taxpayers 
were each held to be exercising a vocation, so that 
the receipt was a receipt resulting from such 
exercise, and was accordingly a revenue receipt. 

In the only case, Beare v. Carter (19 A.T.C. 
206; 23 T.C. 353), out of these five cases, in 
which the receipt was held to be of a capital 
nature, the author in fact retained the copyright 
himself, and gave the publisher licence to publish 
and yet the receipt was held to be capital, because 
the effect of what was done was regarded by the 
Court as constituting the disposal and realization 
by the author of a part of the property in which he 
enjoyed the copyright. The decision, moreover, of 
necessity postulates that the author was not 
exercising a vocation, and that, too, notwithstand- 
ing that what he was disposing of by way of 
licence was the sixth edition of his book which he 
was himself preparing. But the facts of this case 
were that only a limited number of copies were 
being published, so that the licence granted was 
virtually exclusive, and so that there was in effect 
a complete transfer of the rights to publish the 
sixth edition of his work. 


Problems Raised 


This decision poses certain difficult questions 
which ultimately must be of fact. Is an author 
exercising a profession by writing a single book? 
And if he has written a single book, is he 
exercising a profession by preparing subsequent 
editions of the book? Beare v. Carter would 
seem to suggest not. How many books must an 
author write before he is to be regarded as 
exercising a profession? And does the fact that 
there is a considerable interval of time between 
the writing of the books affect the position? In 
any event the mere writing of books cannot 
constitute the exercise of a profession, and it is 
necessary that the books, or some of them, should 
be turned to account in the shape of cash. 
Suppose that an author is continuously writing 
books, but without much success, and that his 
second book is published after an interval of 
years since the first. Is he exercising a profession 
or vocation on the occasion of the second 
publication? And would he have been exercising 
a profession or vocation on the occasion of the 


` first? 
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Let us conclude now by dealing briefly with 
the four other lump-sum cases referred to above. 

In Billam v. Griffith (20 A.T.C. 42; 23 T.C. 
757) the secretary of an organization had in his 
spare time written a number of plays, in the hope 
of financial reward, but without any- success in 
. that direction. While still the secretary of the 
organization, he wrote a play which was produced. 
Subsequently he resigned from the secretaryship 
and still continued to write, though this was held 
not to be a settled occupation of his. He received 
a lump-sum payment for the sale of the motion- 
picture rights of the play which was produced. It 
was held that the payment was a revenue receipt, 
since he was at all material times carrying on the 
vocation of a dramatist. 


Metaphor of Fixed and Circulating 
Capital 

baw ace: J., as he then was, in his judgment 
likened the brain of the writer to fixed capital, and 
his writings to his circulating capital, and pointed 
out that-where the vocation of a writer was being 
exercised, the realization of the writings, whether 
by way of a lump sum or royalties, was a realiza- 
tion in the course of the vocation, and the proceeds 
accordingly were of a revenue nature. 

In Hobbs v. Hussey, the taxpayer had dictated 
a number of articles setting out his life story, and 
had corrected the proofs. He received a lump- 
sum payment for the serial rights in this story. 
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‘The sum was held to be assessable under Case VI, 
on the ground that it was a payment for the 
services rendered. This decision serves to remind 
us, however, of the observations of Viscount 
Simon in Withers v. Nethersole as to whether, 
where a Case II assessment is negatived, the 
amount received for the transfer of the rights can 
be caught by Case VI. Is Hobbs o Hussey 
therefore to be regarded as a doubtful decision? 
In Glasson v. Rougier (23 A.T.C. 88; 26 T.C. 
86), an authoress transferred limited publishing 
rights in respect of some of her books for a 
lump sum. She was, however, held to be carrying 
on a vocation, and the lump sum was held to be 
for that, among other reasons, a revenue receipt. 
In Howson v. Monsell (29 A.T.C. 313; 31 T.C. 
529), a historical novelist received. sums in 
respect of the film rights in certain of her books, 
the copyright in the books being retained by her. 
It was held that these sums were revenue receipts, 
since they were received by her, notwithstandin 
the sale of the rights, by reason of the fact that 
she was carrying on the vocation of a writer (or 
authoress of historical books. } 


Spreading of Lump-sum Payments 
In conclusion, attention should be drawn to the 
express provisions of Section 471 of the Income 
Tax Act, 1952, as extended by Section 22 of the 
Finance Act, 1953, with regard to the granting of 
relief by the spreading of lump-sum payments. 


INDUSTRIAL MORALE 


by L. H. TRIMBY, A.C.A. 


laid on productivity and the need to sell 

more and better goods in the export market, 
on the mechanics of production and on the highly 
elaborate techniques of costing and budgetary 
control. But it is remarkable that so little 
emphasis has been laid on the study of the human 
factor, which is probably the most important of 
all. 

‘Unlike mechanical processes, morale is an 
intangible factor and is therefore likely to be 
avoided where it is not understood. Accountants 
are well aware of the extensive analyses that must 
be made before accurate costings can be produced. 
In the same way, the ingredients that go to make 
for high morale must be ascertained and under- 
stood before effective action can be taken to 


Se the war, great emphasis has been 


ensure that it is present whether at the bench or ` 
| connection with the state of his morale. 


in the office. 


What is Morale? 

What, then, is the essence of morale? In religion 
it is known as the Spirit of Man which is strong 
when he knows and feels he is wanted and is 
striving to accomplish something bigger than 
~ and outside — himself. When the operative knows 
he belongs, as a soldier belongs to his regiment or 
a schoolboy to his cricket eleven, his morale is 
high; conversely it is weak when he feels he is 
unwanted and all he is doing is clocking in 
and clocking out, working from one weekly 
pay packet to the next with little or ee 
beyond. 

The interesting point in the latter case, in the 
light of the recurring demands these days for 
higher and yet higher wages, is that the size of 
his wage packet appears to have but small 
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NEW SYSTEM 
PERMITS JOINT 
AUDIT PROGRESS 
AND TAX RETURNS 






by 
One Clerk 


A new system has been specially created to enable 
Accountants to combine visually the audit progress with 
tax returns. 

Two visible record sheets cover each company. They can 
operate conjunctively or separately. Each is visible 
separately. Each overlapping edge summarizes the story 
in a second. This edge tells you all you want to know at 
a glance. 

-~ And coloured signals pin-point urgent action, returns 
overdue, outstanding facts required for the audit, etc. 

A costing record can be combined with this system. 
There are also standard Shannoleaf records to meet all 
needs. Equally, records can be designed specially to your 
instructions. Whichever you have, you have a streamlined 
system — the speediest for reference, the fastest for entry. 
One clerk can handle thousands of such records. Why? 
Because the binders are streamlined to slide instead of 
lift; the mechanism is so simple it permits a record to be 
taken out or put in at a second's notice. And the whole 
system is designed to save space, time and clerical labour — 
whether the records number hundreds or tens of thousands. 

Just write ‘Shannoleaf for Accountants’ on your letter- 
heading and full details will be sent you by return. 

Note. —-All the advantages of visible records plus the 
filing of related documents, correspondence, etc., can be 
had in Shannograph. This unique system gives the same 
visual control plus housing related papers. Add the word 
. ‘Shannograph’ to your letter-heading if you are interested. 
b WE 
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The Shannon Ltd 
12 Shannon Corner New Malden Surrey 
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ask the typist 


She'll tell you how simple book-keeping can be 
The 
girlin the small office finds it especially valuable. 


with an Imperial Dual-Feed Typewriter. 


Jobs which used to mean hours of exacting work 
—the typing of receipts and cheques, for instance 
—are now done quickly and easily. The chief 
advantage of the dual-feed machine lies in an 
additional paper feed, enabling separate sets of 
forms to be fed independently into the machine, 
which can still be used as a standard machine 
for routine correspondence. 

First-class planning and engineering have made 
this typewriter another typist’s typewriter 


' designed for the girl who uses it. 


Imperial 


IMPERIAL TYPEWRITER COMPANY LIMITED > LEICESTER & HULL 
CRCIZA 
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Merchant Bankers 


OUNTS DEPT. OF 
Bas ORGANISAT JON 









ON REGULAR MONTHLY 





l 
| OR EXT T TERMS 
| ENDED CRED! Copyright Reseroed 


additional working capital and security against bad debts, 


| Provide Manufacturers, Merchants and Exporters with ` 
| through a flexible system of Sales Finance. 

| 

| 


Inquiries will be welcomed from Accountants and Professional 
Advisers called upon to deal with the working capital problems 


| of smaller and medium-sized businesses, whether old or newly 


| established: 


For further information consult 


HELLER & PARTNERS LIMITED 
| 


` MERCHANT BANKERS 


Royal London House, 16 Finsbury Square, London, EC2 
MONarch 9351 ` Cables: BANKHELLER, London 
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Not in the Picture 


So much in the past few years has been heard 
of the ‘dollar gap’ and the great and pressing 
need to close it. Yet how many responsible 
executives, let alone those working at the lower 
levels in the average company, could explain 
briefly and clearly what the ‘dollar gap’ is and 
what are its implications? Similarly, in how many 
firms do the operatives and staff really under- 
stand what their job is about and how it fits in 
with the larger strategy of board policy? And 
yet surely such matters have never been more 
important. Indeed, as one descends the chain 
of command down to the foreman and senior 
hand the more blurred the overall picture often 
becomes, the lower the morale generally and the 
more confused the issue. All excellent conditions 
for, and pliable in the hands of, the professional 
agitator. 


The Magic of the Personal Touch 


‘High morale is certainly as important as the pay 

acket and it is not impossible that possessed of 
this the operative would cease the artificial fight 
for, higher and ever higher wages which more 
than once has been seen to be stimulated by 
agitators. Well informed and happy he becomes a 
rock in times of industrial trouble and, like his 
counterpart in the fighting services, no doubt 
would rally quicker to the magic of the personal 


WEEKLY 


Practising Accountants: Executorships 


Last week we published an interesting letter from a 
correspondent in which he ‘suggested that the 
professional bodies should consider allowing account- 
ants to form executorship or trust companies so that, 
in the appropriate circumstances, succession in these 
offices could be ensured. This point was, in fact, 
considered by the Council of The Institute of 
Chartered Accountants in England and Wales in 
1944—45. For the benefit of those who have not a 
copy of the ruling readily available, we repeat below 


the pronouncement which was published in our. 


issue of February 17th, 1945, as part of the Proceed- 
ings of the Council and again in our issue of April 
21st of the same year when we printed the Council’s 
annual report for 1944 — 


‘The Council has had under consideration the 
question of the formation by members of the 
Institute of companies which take power to act as 
executors and/or trustees, and of the opinion that 
provided such company complies with the require- 


ments of any statute relating to these matters, there . 


is no professional-reason why a member or firm 
should not form such a company provided: 
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touch and the word of hopé and encouragement 
than to all the bonuses and pay increases. 

It has been well said that for a system of 
justice to work, justice must be seen to be done. 
Likewise if management at all levels is to work 
really efficiently in these immensely important 
times, our managers must be seen to manage. 


Good Human Relations 


A small illustration that points the way ad- 
mirably is that of the chairman of a company 
who was both an engineer and a soldier. His 
works were famous for their efficiency and smooth 
running. Each day he would arrive at his desk 
and having dealt rapidly with his paperwork, 
would then take himself off to some part of his 
works. He never missed an opportunity of giving 
a word of praise for work well done here, or of 
giving encouragement there, and of speaking 
personally to his managers and operatives. 
There is little doubt that from this illustration, 
one safe conclusion can be arrived at for im- 
proving morale generally; it is the need for good 
human relations. Managers to be really effective 
should reach personally, as often as they can, 
all levels of their organization ~ even that of 
the humblest operative—and the best: possible 


person to set this idea moving is the chairman 
himself. 


NOTES 


(i) That such company is not used by way of 
advertisement or otherwise as a means of 
attracting business; and 

(ii) That such company is not erte: by 
name with any member or firm. 

The Council, however, wish to remind members 
that they may not do, under the guise of a company, 
what they are not allowed to do as individuals.’ 


Profits Tax: Prospective Liability to 
Distribution Charge 


A good deal of concern has been expressed about the 
steadily accumulating amount of non-distribution 
relief from profits tax which has been given to com- 
panies and which is liable'to be withdrawn when 
subsequent distributions exceed subsequent assessed 
profits. In a Parliamentary answer reported on 
another page, the Financial Secretary to the Treasury 
said that the total amount of relief granted on un- 
distributed profits was {1,050 million in respect of 
assessments made up to September 30th, 1953. This 
figure represents a disturbing potential burden on 
industry. Of course, it may be argued that not all 
those undistributed profits can now~be distributed 
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in any event since so much of them has already been 
taken in taxation, and that, accordingly, the potential 
burden is very much less than £1,050 million. This 
argument assumes, however, that all companies 
have nothing to distribute but the profits which they 
earned after 1946 (when non-distribution relief was 
introduced) and which were assessed to profits tax. 
Profits made before 1947 and not yet distributed, as 
well as capital profits not assessable to profits tax, 
are also available. When distributed they have to be 
brought into account for the purposes of distribution 
charge, up to the amount on which non-distribution 
relief has been given. So far, the law has not been 
concerned about the source of the distributions them- 
selves. It has been suggested that the time has come 
to place some restriction on the Revenue’s powers 
to make distribution charges. For instance, there is 
something to be said for exempting those profits, 
whether revenue or capital, which have been retained 
for a minimum number of years. Distributions could 
be regarded as having been made out of the most 
recent profit, on a ‘last in, first out’ principle; and 
profits which had not been distributed within, say, 
three years of being earned could cease to be poten- 
tially liable to distribution charge. A similar sugges- 
tion has been made by the Federation of British 
Industries. 


Estate Duty on Overseas Settled Property 


An interesting point touching the liability to English 
estate duty of 75,000 ordinary shares in Arthur 
Guinness & Co Ltd was decided recently by Mr 
Justice Upjohn (The Times, February 6th, 1954). 
Although the company is an English one, the shares 
were registered in Dublin and were therefore outside 
the jurisdiction. They were the subject (along with 
other property) of a settlement made in 1907 by the 
first Earl of Iveagh, and the question of estate duty 
on them arose on the death in March 1949 of the 
tenant-for-life, Mr Arthur Ernest Guinness. Mr 
Justice Upjohn was called upon to decide, as a pre- 
liminary point, whether the proper law governing 
the settlement was that of the Republic of Ireland, 
instead of English law. Of course, when the settle- 
ment was first made the settlor could not have 
contemplated the point because at the time the two 
countries were in effect one. Nevertheless the ques- 
tion fell to be decided by reference to circumstances 
obtaining in 1907, including the domicile of the 
settlor and of the beneficiary. Although he ‘spent 
most of his time in England, Lord Iveagh’s domicile 
of origin was Irish and it has not been established 
that he ever changed- it. The deceased tenant-for- 
life was the most Irish of the settlor’s three sons; he 
had never changed his Irish domicile. Another 
circumstance was that the settlement was made in 
English form. That form would have been equally 
appropriate to Ireland but it was drawn up by 
solicitors practising in England, and bearer shares 
belonging to the trust were always kept in England. 
On the other hand, the day-to-day management and 
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account keeping were performed in Ireland. His 
lordship said the decisive matter was that the settle- 
ment was intended to benefit a family in Ireland. All * 
the members of that family were domiciled in Ireland 
although they had extensive interests in England. 
He declared the proper law governing the settlement 
to be the law of the Republic of Ireland. 


Valuation of Property Released by 
Life-tenant 


On Tuesday, Mr Justice Upjohn decided another 
interesting estate duty point in the Guinness case 
(The Times, February roth, 1954). Mr Arthur Ernest 
Guinness had, within five years before his death, 
released his life interest in part of the settled fund to 
his daughters who were the remaindermen. The 
Crown conceded that no liability attached to property 
(including released property) which had been trans- 
ferred to Ireland before his death. They did, how- 
ever, claim estate duty on the released British 
property, by virtue of Section 43 of the Finance Act, 
1940, and the question arose as to how the settled 
property which had been released should be valued. 
The valuation admittedly must be made as at th 
date of death, but what was to be valued — the actual 
investments released by the life-tenant, or the 
property into which those investments had bé¢en 
converted by the daughters by the time the E 
tenant died? 

The Crown claimed the former, but the taxpayer 
claimed that Section 22 (1) (f) of the Finance Act, 
1894, applied. It defines property to include “The 
proceeds of sale thereof... and any money or 
investments for the time being representing the 
proceeds of sale.’ The daughters accordingly claimed 
that the actual property existing at the date of death 
was to be valued. 

His Lordship held that the context of Section A3 ` 
did not admit of the application of Section 22 (1) (f). 
The property to value was the actual property which 
had been transferred to the daughters and which it 
must be assumed would have remained unchanged 
down to the date of death. The Crown was ordered 
to pay one-third of the defendants’ cost. 


Budget Representations 


The Federation of British Industries has published 
its recommendations to the Chancellor of the 
Exchequer on the coming Budget. Briefly, the 
Federation recommends a Budget on the lines of last 
year’s, reducing income and purchase tax rates. 
Lower direct taxation would stimulate earnings by 
both individuals and companies while a reduction in 
purchase tax would improve the export trade and | 
help to maintain the manufacture of high quality 
British goods. After these two priority matters the 
Federation makes ‘other recommendations but em- 
phasizes that they are only a selection from a larger 
‘number of matters many of which must await the 


(3 Obtainable at 21 Tothill Street, London, SW1. Price 1s 3d. 
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report of the Royal Commission on the Taxation of 
Profits and Income or an improvement in the 
economic and financial situation. 

As regards estate duty, the Federation recalls its 
proposals that the methods of valuing private 
company shares should be changed and that the 
present overall rates should give place to rates on 
successive slices on surtax lines. As a first step 
towards the abolition of the profits tax it is recom- 
mended that preference share dividends should not 
be treated as distributions attracting the higher rate. 
The Federation would prefer the total abolition of 
the discrimination against distributed profits for the 
future, and would cancel the contingent liability to 
the withdrawal of non-distribution relief already 
given. It points out that this latter change would 
have little material effect on the Budget and would 
be a welcome relief. Once again the claim: is made 
that profits taxation should take account of the 
. depreciated value of money in relation to fixed and 
circulating assets and that depreciation allowances be 
given for commercial buildings and for minerals 
extracted in the United Kingdom. Where a foreign 
e gives incentives to British companies to 

stablish industries, and the incentive takes the form 
of tax concessions, it is recommended that British 
double tax relief should not be less than if the 
concession had not been given. Better still, in the 
~Federation’s view, would be to exempt overseas 
profits from British tax. The unpopular Section 468 
of the Income Tax Act, 1952, is again attacked and 
indeed it is high time that this ill-judged piece of 
legislation was repealed. 

The Income Tax Payers’ Society has also submitted 
a memorandum to the Chancellor which recommends 
a reduction in the income tax standard rate. It repeats 
the argument that the present maximum set to the 
earned income relief involves a marked increase in the 
aggregate rate of tax on marginal earnings around 
the {2,000 mark. The Society asks for an increase 
in the rate of this relief and for housekeeper allowances 
for single persons whom age, sickness or other specific 
cause obliges to employ a housekeeper. Where a 
person entitled to immediate repayment of post-war 
credit dies before making the necessary claim, the 
credit should, in the Society’s view, be_repaid to his 
personal representatives, whether or not his heirs 
have reached the prescribed age. 


Control of Nationalized Industries í 


On Monday of this week, the House of Commons, 
on the motion for the adjournment debated the 
report, published last August, of the Select Com- 
, mittee on Nationalized Industries.! The principal 
recommendation of the committee was that a select 
committee of the House of Commons should be 
established to study the published reports and 





31 See The Accountant, August 22nd, 1953, p. 213; also issue 
of October 24th,-1953, for the Institute’s memorandum to 
the Select SE 
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accounts of those undertakings whose controlling 
boards were nominated by the Government but whose 
revenues were not wholly provided by Parliament or 
advanced by the Exchequer. The function of such a 
committee, the report stressed, would be to inform 
Parliament of the progress and problems of such 
undertakings and not to control their work or 
policies. 

Mr Crookshank, Lord Privy Seal, who opened the 
debate, said that the Government accepted in 
principle the proposal of a select committee on the 
above lines. He thought that it would be wiser for 
the committee not to publish all the evidence it took 
but that the reports from time to time would satisfy 
the House. The more detail the committee pub- 
lished, the more chance there would be of it becoming 
‘red-tapish’. 

Mr Herbert Morrison thought that the question 
of parliamentary accountability was important and 
that it would be unfair if the evidence given to such 
a committee was not made available to Parliament 
and the Press. He said that he did not want to see 
the strength of Parliament, which was on the floor of 
the House, delegated upstairs to a committee of 
members. 

Many members contributed to a spirited if incon- 
clusive debate which lapsed on the expiry of the time 
limit without a motion for the appointment of a 
select committee being tabled. 


Bank Deposits 


One report of milder weather does not make a thaw, 
but the clearing banks’ figures for the four weeks 
ended January 20th show a reversal of the trend 
which has been running for some time back. At this 
time of the year there is always a readjustment after 
the seasonal strains of Christmas on the banking 
system, but this year it has come early and already 
on quite a significant scale. 

Gross deposits are down by £238 million on the 
month and even true deposits, which are a more 
accurate indication of the movement of deposits 
especially at this time of the year, fell by £138 million. 
Compared with last year at this time the most 
noticeable change among the assets is a fall in 
Treasury bills. Compared with the previous month 
these were down by £84 million which is a much 
more severe decline than occurred in January 1953. 
It would appear that the Government is paying back 
its short-term debt to the banks rather more rapidly 
than it did last year at this time. Bank advances were 
lower by £12 million on the month but it is a little 
early to form any conclusion as to what this might 
mean since they have been rising rather more quickly 
towards the turn of the year than occurred at the turn 
of 1952~53. In this connection, too, it has to be noted 
that acceptances are slightly higher. In fact, a rise of 
£4 million here, and a very modest expansion of 
rather less than ‘£2 million in investments, are the 
only items which have not declined in sympathy with 
the drop in deposits. 
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FINANCE AND COMMERCE 


The most active conditions since the feverish days 
of the immediate post-war cheap money boom are 
now being enjoyed on the London Stock Exchange. 
Persistent demand both for Government stocks and 
industrial equities has taken the industrial share 
‘index’ to a post-war high level. Considering the 
difference in the current yield basis and that ruling 
in 1947, it is clear that higher industrial company 
dividends have been the most powerful market 
influence. In conjunction with this, the tendency 
towards cheapening irterest rates is also having a 
hardening effect on the market. 


Old and New 

It is rather difficult at times to present to readers 
of this column all we should like to. Week by week, 
new material comes forward and it is in the nature 
of things that some of it gets left behind. Were it 
not so, the feature would cease to be topical. This 
week, however, we go back a little to record an 
important point in the history of Thos. W. Ward 
Ltd, of Sheffield — the seventy-fifth year of the 
business and the company’s half-century. The 
occasion is celebrated here by a reproduction of the 
company’s consolidated accounts. ; 

It also gives us an opportunity of showing to 
readers, and especially the younger generation, the 
advance in accounting that has taken place by a 
reproduction of the company’s 1906 balance sheet and 
directors’ report. It is given by the directors in a 
record of the company’s progress. Obviously, it 
would have been more befitting the occasion to have 
been able to give the company’s first accounts but 
the fact had to be faced that a copy of the first 
balance sheet in 1904 was not readily available. 

We have become so well accustomed to what we 
used to call the ‘modern’ form of balance sheet that 
it is a little difficult to realize that this 1906 lay- 
out was general usage up to the 1930s. To see the 
old and the new side by side in this week’s reprint 
is, we humbly submit, a very satisfying reminder of 
the efforts made by The Accountant through this 
column to improve the form of company accounts. 


Going Ahead 


The directors of Thos. W. Ward, in the matter of 
informative accounts, are still going ahead. The 
reprint this week includes the tabular analysis of the 
results of the parent company which places before 
shareholders and the public the actual turnover 
figures. This is something that has yet to become the 
rule rather than the exception with public com- 
panies. But it is the way the modern balance sheet 
came into use and we look forward to the time when 
the example of the few in publishing turnover will 
be followed by the many. 

This disclosure of turnover and what happened 
to it came in shyly after the last war with the ‘cake- 
cutting’ analysis of £ of income. It was mainly an 
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effort to convince a critical world that the reward 
to capital was not such a large slice of the ‘cake’ as 
some people made out. It was soon found, however, 
that it was not a long mathematical step from the 
dissection of the £ of gross income to the actual 
income itself and the provision of turnover figures 
in gross totals takes the ‘cake-cutting’ to its logical 
conclusion. 

The next step is to build the ‘breakdown of trading’ 
into a table of comparison over the years, a com- 
parison not only extremely valuable as a study to 
the running of the business but also as an illuminating 
exposure of the size of the slices of ‘cake’ which all 
concerned in the business manage to obtain, not for- 
getting that grabber of slices, the Inland Revenue. 


Rule 794 
If any readers of this column are connected with the © 
London Stock Exchange, they may be able to settle 
a little query anent the new Stock Exchange Rule 79a 
which has recently been confirmed by the Council 7 
of that institution. The Council notes that a census” 
taken in 1951 revealed that over 89 per cent of Stock ` 
Exchange members and member firms employed 
professional accountants in connection with their 
accounts. 

As a corollary to the establishment of the com- 
pensation fund (which in effect protects the public 
against possible loss due to the failure of a member), 
the Council consider it to be in the best interests of 
the Stock Exchange that all firms and members 
trading on their own account should have their ` 
annual balance sheets prepared by an independent 
accountant. 

But, it is added, it is not intended by this rule 
that such balance sheets should either be certified by ~ 
the accountants or produced to the Council. 

Maybe there is more in this new rule than appears 
on the surface, but it does seem to us strange that 
the emphasis should be on the preparation of the 
balance sheet. Suppose a firm of stockbrokers felt ` 
quite able and competent to prepare their own ` 
balance sheet. Would it not be sufficient for the 
balance sheet to be audited and certified by a qualified 
accountant? And is not that presumably what the 
Council intends: that if the need should arise, the 
Stock Exchange member should be able to present a 
certified position to his Council. In brief, ought not 
the emphasis to be on the auditor, not the accountant? 


Directors’ Fees 
Directors’ fees are a frequent bone of contention in 
company affairs. If paucity of dividend is under , 
discussion, the amount paid to directors makes good 
ammunition. Undoubtedly, some directors earn their 
money easily; others, especially when a new board 
comes in to pull a business out of difficulties, are 
. philanthropists. In general, one can only say that 
; brains and energy cost money. 
{ 
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PRIVATE & CONFIDENTIAL 
THO? W. WARD Limited. 


DIRECTORS’ REPORT AND BALANCE SHEET. 


The Directors have pleasure in presenting their Report 
and Balance Sheet for the year ended 3oth June, 1906. 

A general improvement in trade during the year has 
been the means of increasing the turnover by over £250,000. 

The Trading profit for the year is £62,044 os. 7d. After 
charging Directors’ Salaries, Interest, and Income Tax, 
amounting to £7,306 8s. 7d., there remains a balance of 
£54,737 128s., which, added to the unappropriated balance of 
£2,005 12s. 2d. at 30th June, 1905, makes £59,743 48. 2d. 
for disposal. 


The Directors propose to deal with this SE as follows: 


£ 8d 
Four Quarterly Preference Dividends 

(already paid) . 3,272 4 9 
Interim Dividend for Half-year to 30th 
December, 1905, at 24 per cent. on 

Ordinary Shares (already paid) gei 4,508 5 6 
Pay a final Dividend on Ordinary Shares 
at 74 per cent., making ro per cent. for 

the year to 30th June, 1906 .: -- 13,566 19 9 

Transfer to Reserve Fund CR .. 20,000 © o 

£41,347 10 o 
Leaving a Balance to carry forward to the 

, current year of.. gé pa 15,395 14 2 

\, £56,743 4 2 





A sum of £6,326 has been written off as depreciation on 
Properties, Plant and Tools, Railway Wagons, Carts, Horses, 
Office Furniture, &c. 

The Auditors, Messrs. Joshua Wortley & Sons, retire, 
and offer themselves for re-election. 

Albion Works, Sheffield, 
7th September, 1906. 
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` In Raleigh Industries Ltd, cycle manufacturers, 
they are finding that the policy of raising to board 
status men who have proved their abilities in execu- 
tive positions sends up the figure under directors’ 
emoluments. But as Sir Harold Bowden points out, 
it merely changes the designation of the payment; 
there is an offsetting reduction in the general salary list. 

This company sanctioned an increase to £110,000 
as the maximum for the board in January 1952, but 
Sir Harold says the limitation is proving to be a 
restriction on development. He asks shareholders to 
alter the articles and remove the limitation. 

For the money paid to the board, Raleigh share- 
holders have the successful direction of over £74 
millions of net assets and a profit before taxation of 
£18 million, Ordinary capital in the accounts at 
July 31st, 1953, has been trebled by capitalizing 
reserves and the dividend has been stepped up in 
equivalent terms from 84 per cent to 10 per cent. 


Strip Cartoons 


Mr S. G. Deavin, the secretary of the North Western 
Gas Board, suggests that our remarks in our issue 
of January 23rd may be misleading. They imply, he 
says, ‘that the strip cartoon presentation of facts 
concerning our financial results is the only way in 
which we inform the public of our progress during 
the year’. We fee] Mr Deavin is rather stretching a 


point but in case of doubt we place on record the 


fact that the Board’s interesting and informative 
report and accounts in a booklet of seventy pages is- 
available to any member of the public through H.M. 
Stationery Office at 3s 6d. 

The strip cartoon, as we said, was intended for 
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BALANCE SHEET 


ZO JUNE. 


1906. 








Capital and we 


s d £ $. 
To pa Capital: 


0,000 5 per cent. RSC Pref- 
See Shares of £f each .. 150,000 0 0 





200,000 Ordinary Shares of £1 each .. 200,000 0 0 
£350,000 0 o 
» Subscribed Capital: £ s d, 
0,465 5 per cent. Cumulative Prefer- 
ence Shares of £1 each, fully pald 70,465 0 o 
182,473 Ordinary Shares of Ef each, 
fully paid ` ds 182,473 0 0 
Genen 252,938 0 0 
« Sundry Creditors.. eg $17,939 7 il 
vn Profit and Loss Account: 
Balance of profic at 30th June, 1905, a 
brought forward =, 2,005 12 2 
_ Profit for the year ended 30th June, 
1906, after charging Directors’ 
Salaries, income Tax, interest and 
Depreciation SR 54,737 12 0 
56,743 4 2 
Deduct four Quarterly 
Preference Dividends. £3,272 4 9 
Deduct Interim Dividend 
for half-year co 31st 
December, 1905, at 
Zë percent, .. .. 4,508 5 6 
Gm 7,780 10 A: 
Geen  ABOED 13 II 
£419,840 | 10 





Property and Assets. 


£ d, 
By Freehold and Leasehold Land and Bulldings 71,179 4 4 
vw Plane and Tools, Railway Wagons, Steamship, Horses, 
Vehlcles and Office Furniture .. 66,516 1 0 
» Accounts owing co the Company, after’ providing for 
Bad and Doubtful Debts and Discounts 114,071 18 } 
» Stocks on hand at Sheffield, Preston, London, More- 
cambe, Wednesbury, and elsewhere Dé 166,182 2 3 
» Sundry other Assets ; e Si Si D 1224 0 3 
vw Cash in hand D ne ‘i T d s 666 15 HI 
£419,840 1 10 
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the Board’s 20,000 employees. Whether comic pic- TROIENI ne AMINED 
tures assist the understanding of figures is a matter Tabular Analysis of Results of Parent Company 
of opinion which in our case was expressed on Year to June 30th, 1953 
January 23rd. We believe that people of average Ee ee 
intelligence will grasp essential facts if the figures Breakdown of Trading Results £000 Income 
are presented with well-written narrative. Those  WagesandSalaries "7 230 9-6 
: : ` ` : = x Factory, Depor and Administration Expenses 1,053 44 
with insufficient I.Q. will fail under any circum Desa Cie eeng tee e P 
stances. SE Kingdom Taxation `. ek a a Fe 
$ etained as Reserves .. SR wis R 
Money Market Distributed as Net Dividends . ok Si Ge 167 ‘7 
Its own position rather than the influence. of the Total Gross Trading Proceeds and Gross In- 
French and American bank rate changes, was the SEENEN, “ns ie, em GE | Ae 
main reason for an increase of 2d to £99 gs 8d in the E EE To nearest 
market’s bid for Treasury bills on February sth. As “na ysis per $ of Gross Income Page 
a result, the average discount rate was lowered from —urehases aad Carriages» e Io 
£2 1s 11-04d to £2 1s 3-68d per cent with the market Factory, Depot and Administration Expenses i ' 
obtaining 49 per cent of its requirements against United Kingdom Taxation ` gellen 5 
36 per cent the previous week. Applications for the  Retalned as Reserves e. agU UOO N 
£220 million of Bills allotted, totalled £ 386,430,000. 
This week the offer is raised uh SC 
Is wech the offer is raised to £230 million. ms 
THOS. W. WARD LIMITED AND SUBSIDIARY COMPANIES 
Consolidated Profit and Loss Account, year ended June 30th, 1953 
1953 1952 f 
€ € € € £ £ 
Trading Profits after charging Directors’ Emoluments `... 1,996,411 2,026,077 
Dividends and Interest (Gross) d Si Ei ee oa 91,839 ; 77,521 
Exceptional Income 
Profit on Sale of Fixed Assets es Ge Gs Bä Ri 13,640 |’ R 7,250 
Reserves not required Sie e a 128,390 27,917 
` Transfer from Taxation Equalization Reserve .. ee sá 6,741 f f — 
148,771 35,167 
ii 2,237,021 2,138,765 
U: + 
Depreciation on Fixed Assets.. Wa e E Di 243,654 
Depreciation of Investments .. gc Se TE i 2,500 
Provision for Benevolent Scheme .. ak gc 5,000 
Interest on Debentures and Loans (gross) . oe . 1,060 
Audit Fees ` ag ER ne 4,516 
Provision for Employees Jubilee Bonus ax ae os ce 
262,811 256,730 
Profit oe Taxation ia Da ds bi Pe e 1,974,210 1,882,035 
uct: 
United Kingdom Taxation 
Excess Profits Levy so oae Aie a X 21,250 41,908 
Profits Tax “és ee Si ae ee Pë LA0.D17 251, déi 
income Tax erg D SC ace Se Sa 862,666 RE 771, '096 EET 
Foreign Taxation : se ey es SCH k i i 2,099 
1,027,342 1,076,564 
Profits lech Taxation es D oe Se is Si 946,868 805,47! 
uct? 
Allocations made to Réserves in Subsidlarles Accounts .. 187,640 98,708 
Distributions by Subsidiaries ro Minority interests Pe §3,325 44,337 
Profits Retained in Subsidiaries Accounts .. SS ia 115,068 87,471 


356,033 230,516 


Profit Available for EEN and Appropriation In Accounts 


of Thos. W. Ward Ltd, Ber a ane KC eg is 590,835 574,955 
Deduct: S ` = 


Provision for Contingencies .. 


a e ae aa ae res 200,000 
Taxacion Equalization Reserve ee ae 8 = 35,000 
Reserve for Replacement of Fixed Assets .. Ke eg 150,000 == 
momen} 150,000 235,000 
Balsi a Profit for Appropriation Ga Ve wi sg 440,835 339,955 
Balance brought forward from Jast year... se Ge 497,727 519,943 
938,562 859,908 
Deduct: 
Dividends pald during the year 72,137 71,800 
Less Dividend paid on Subsidiary’s holding In Parent Co 406 402 
71,731 es 71,398 
Dividends Recommended  .. wwe es 95,14! 90,783 
Transfer to General Reserve = ate ge ei 300,000 200,000 
466,872 : 362,181 


Proposed Bonus of 2} per cent from Capital Profits £29,369 f 


res 


Balance as per Balance Sheet a ei as Kë i H £47], 690 £497,727 


b 
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CORRESPONDENCE 


Letters must be authenticated by the name and address of the writer, not necessarily for publication. 
The Editor does not necessarily agree with, or hold himself responsible for, the opinions expressed. 


Recommendation XV 


SIR, — Your correspondent, Mr E. G. Hill (January 
30th issue), should know me well enough to remember 
that I have no trace of Celtic blood in my veins, 
although I have lived for some years amongst these 
delightful people. Mr Hill should read again his 
Companies Act, the Eighth Schedule of which bears 
some of the marks of brilliance. In years to come, I 
think we shall recognize that the distinction between 
provisions and reserves, and the logical treatment of 
provisions in the Eighth Schedule has been one of 
the landmarks in the development of annual accounts. 
In particular, I should like to draw attention to the 
distinction made between what might be termed 
common or garden provisions and (to quote the 
schedule) ‘provisions for depreciation, renewals or 
diminution in value of assets’. This is a very much 
wider conception of the matter than the conception 
of a prepaid cost recovered over the life of the asset 
referred to at the top of page 78 in your issue of 
. January 16th. 

I have not said that depreciation does not exist, 
but that I think it is rather a rare bird and it seems to 
me that the ‘provision for diminution in value of 
assets’, mentioned in the Eighth Schedule, is precisely 
what is needed for dealing with all the obsolescence 
possibilities which in fact put assets out of use. 
However, it is just this approach to the matter which 
makes it apparent that the need is to make reserves to 
have additional capital available for reinvestment in 
more modern and productive projects, rather than to 
make charges for the mythical replacement of 
existing assets at an enhanced cost because they may 
wear out. 

As regards Mr Hill’s question on valuing stock-in- 
trade, I plead ‘not guilty’ (or, unconscious) of using 
the sort of supposition to which we have been 
referring. I have placed my faith in paragraph 11 (7) 
of the Eighth Schedule and faced my auditors with a 
clear conscience. In any case, there is a distinction 
to be drawn between fixed assets and current assets 
which is evidenced by a long line of case decisions. 

Yours faithfully, 
Penarth, Glam. P. J. TOMBLESON. 


Quo Vadis? 


Sır, — The complaint of Mr M. E. White, that 
business income ts expressed not in ‘current monetary 
units’ but in pounds sterling, is reminiscent of the 
British naval rating in Murmansk, who, upon delving 
into a pot of caviare, exclaimed in disgust, “This ere 
jam tastes fishy’. 

Business transactions (including subscription of 
capital) are made, in this country, in pounds sterling. 
Business income is, therefore, expressed in pounds 
sterling-—and not in some hypothetical mystical ` 


‘currency unit’ deemed to possess the immortal 
attribute of constancy. Mr White’s insistence, in 
applying to business income concepts appropriate to 
national income, invokes the shades of Sir Hudibras: 

‘For he by logarithmic scale 

Could take the size of pots of ale; 

And tell by sines and tangents straight 

If bread or butter wanted weight’, 

My immediate concern, however, is not Mr 
White’s views on accounting, but his peculiar 
assertions concerning statisticians, national expend- 
iture and national well-being. 

During the last dozen years, the ‘frustrated’ 
statisticians of the Central Statistical Office have 
made an unique contribution to our knowledge of: 
national well-being, by their increasingly comprehen- 
sive statements of national income and expenditure. 
The latest of such statements is the Blue Book 1953 — 
National Income and Expenditure 1946-1952. Inci- 
dentally, those ‘frustrated’ statisticians reveal themy 
selves, by their labours, as erudite accountan 
particularly in two respects. First, they realize. 
that different conventions are required for differ- 
ent purposes — hence the variety of the concépts 
they use, e.g. expenditure at market prices, in contrast 
to expenditure at factor cost (wherein adjustments are 
made to eliminate the effects of taxation and 
subsidies). Secondly, when those statisticians attempt 
to ‘show the effect of changes in the purchasing power 
of money’ they adjust all items in a table and not 
only a tendentious selection thereof.’ 

Mr White ascribes — to the use of historical cost as 
the basis of business accounting — partial responsi- 
bility for inflation and ‘extravagance in public and 
private expenditure’; and adds, ‘Untold damage: has 
been done to the economy by our obstinate adherence 
to anachronistic methods.’ A brief study of the data 
in the latest Blue Book reveals, however, that Mr 
White either is unaware of such data, or, seem- 
ingly does not understand such ‘realistic accounting 
data’ when it is indeed both apposite and available. 

The following indices are derived from the tables 
of “Output and Expenditure at Constant Prices, 


' 1946-1952’: 
1948 I95I 1952 
At 1948 market prices: 
Gross domestic product 100 10-3 108-7 
Consumers’ expenditure 100 103°3 102'3 
Public authorities’ current ex- 
penditure on goods and ` 
services IOO II5'2 130°3 


Gross domestic capital forma- 
tion and stock accumulation 100 12093 94°5 
Without more ado, the recklessness of Mr White's 
i charge of extravagance in private ‘ expenditure is 
‘revealed by the simple fact that the national output 


! 
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is increasing at more than three times the rate of 
increase in consumers’ expenditure (at constant 
prices). Neither does his comment regarding ‘untold 
damage . . . to the economy’, withstand the test 
of fact. During the short space of three years, 1948- 
1951, national output increased by 10 per cent and 
gross domestic.capital formation and stock accumu- 
lation by 29 per cent. 

Lbe 1952 figures, however, may seem at first glance 
to lend some support to Mr White’s accusation of 
accounting's culpability for extravagance in public 
expenditure. There was indeed a significant increase 
in public spending and a consequential decrease in 
gross domestic capital formation and stock accumu- 
lation. But detailed examination of the 1952 figures 
reveals the significant fact that the increase in public 
spending was, in the main, on defence. 

To blame ‘orthodox accounting’ for increased 
expenditure on defence is fantastic — but no more 
fantastic than the other ‘evils’ that Mr White conjures 
up from Recommendation XV. 

Yours faithfully, 


London, SWI. J. CLAYTON. 


K 
Replacement Cost: A Student’s Views 


SIR, ~ In referring to my previous letter, Mr Dixon 
raises several points with which I cannot agree 
(Jatuary gth issue). I should like, therefore, to reply 
to them, but before doing so I must make one thing 
clear. 

Mr Dixon’s letter contained a considerable number 
of quotations, and I hope that it is not expected that 
I should accept something as being correct merely 
because there is a quotation saying it is. As the recent 
statements by the accountancy bodies demonstrate, 
there is a great division of opinion on this subject 
and it is therefore easy to quote in support of either 
view. 

Rather than attempt to enter into a competition in 
this matter, I shall refrain completely from using 
quotations. I shall state what I believe to be our 
differences, adding my own comments after each. 

Mr Dixon says that the ‘historical basis’ is a 
defective means of measuring real income and real 
wealth due to fluctuations in purchasing power. I 
agree, but so far as I am aware it has never been 
claimed that that was its purpose. I have always 
known that the historical basis was expressed in 
monetary terms, and furthermore, I believe that the 
general public have thought the same. , 

I imagine that a normal individual, if told that he 
had made a profit of, say, £500 in 1939, and that he 
had made a profit of a similar figure in 1954, would 
automatically take into account the fall in purchasing 
power. He would not be deluded into thinking them 
the same, and I am quite sure that he would prefer 
to be informed in that manner, knowing that his 
profit had been arrived at in a consistent way, rather 
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when depreciation is not based on replacement value, 
and he then argues that if depreciation is not so 
calculated it works against the ‘principle of continuity’ 
— which he accepts as one of the underlying account- 
ing principles. I agree that real capital is not 
maintained and I also agree that this works against 
the ‘principle of continuity’, but I cannot agree that 
the principle itself — if it is a principle ~ has anything 
whatsoever to do with the measurement of income. 

In order to make my meaning clear I will state 
that I understand the principle to be, briefly, that the 
survival and continuance of industry is vital to the 
national economy. I cannot conceive how this can be 
called an underlying accounting principle. To my 
mind, it is a matter of Government policy and 
furthermore, I cannot even accept the validity of the 
theory no matter whose responsibility the policy is. 
For example, the view has been expressed in certain 
quarters that the textile industry is too large and that 
it is in the national interest that it should contract, or 
more generally, that in certain economic conditions 
all industry should do so. 

Therefore I would say that this is a matter for 
decision by the Government in accordance with the 
prevailing circumstances and that it has no connection 
with the measurement of income. Of course, account- 
ants are often consulted in an advisory capacity as to 
the best means of ensuring the continuity of a 
particular business, but that is something entirely 
different. 

Finally, as to my assertion that the ‘replacement 
basis’ implies preferential treatment. Simply, if 


` industry is allowed to charge against its profits the 


cost of maintaining intact its real capital, it would 
reduce its profits and its taxation liability. However, 
I wonder what would, be the result if a Chancellor 
of the Exchequer were to issue a statement such as 
this: 

‘In view of the plea by industrialists and some of 
their advisers that they are incapable of not distribut- 
ing as dividends that which they require to maintain 
their capital, unless a specific charge is made for it, I 
am prepared to allow such a charge against profits. 
However, in view of their statement that they do not: 
seek preferential treatment, and since the resulting 
reduction in tax revenue would have had to be levied 
on the rest of the community, it is proposed to raise 
the rates of tax on the profits computed on the new 
basis in order to compensate for the reduction.’ 

I cannot help suspecting that the reform movement 
— so ardently supported by industrialists — would lose 
much of its momentum, though by that I do not 
mean to imply insincerity on the part of all its 
supporters. 
Yours faithfully, 
London, NW3. BRIAN ARNOLD. 


Acquiring a Subsidy 
‘Str, - The two replies to my query (January 2nd 


than be informed of two figures each prepared on a } issue) published in your issues of January gth and 
{ 16th, confine themselves to the method of transfer, 
Next, Mr Dixon implies that real capital is lost as distinct from the transfer value. A final word 


different basis. 


UI 


| 


180 


about the method: most things come out all right in 
the consolidated accounts, that is not disputed; but 
my concern is with the parent company’s balance 
sheet and the following dialogue (or maybe monologue) 
illustrates what seems to me an important short- 
coming in the existing accounting conventions: 
A.G.M.1, Chairman to shareholders: ‘In line with 
the terms of the prospectus on which you subscribed 
£50,000, we have acquired during the year the two 
businesses, B. Ltd and S. Ltd, value £45,000 and 
£5,000 respectively — reflected in the balance sheet 
in the increase of {50,000 in “Shares in subsidiaries 


at cost’’.’ 


A.G.M.2. Shareholders to chairman: ‘Last year 
you told us we had bought B. Ltd and S. Ltd for 
£50,000. The balance sheet (which now gives 
details of the subsidiaries) shows “B. Ltd at cost 
£50,000” and “S. Ltd at cost £5,000”, total £55,000. 
Are we being very obtuse or do the directors’ 
accounting advisers use a different brand of logic?’ 

I know I am being very difficult about all this and 
the consequences of what I say, if accepted, are 
‘bigger and better complications for accountants. The 
fact is, though, that if one buys all the shares of a 
company one acquires ownership of all the assets, 
lock, stock and barrel, and the only aspect which 
differentiates the transaction from one involving 
acquisition piecemeal is the form of the instrument 
of transfer. 

I think I am now prepared, however, to accept 
that the Companies Act on group accounts embodies 
a reasonable compromise for our times and that the 
shortcoming which has troubled me must go to the 
back of the queue of today’s important accounting 
shortcomings awaiting solution. 

Yours faithfully, 


The Accountancy Straight-jacket for 
‘ Business Acumen | 
SIR, ~ I am extremely interested in the letter pub- 
lished in your issue of January 30th under the above 
heading. 

In my article on “The rise and fall clause’ I did 
not set out to discuss the rights and wrongs of such 
clauses but, as suggested in the closing paragraph, 
I, too, agree that they are deterrents to overseas 
buyers. I am surprised to find, however, that your 
correspondent lays the blame on the accountancy 
profession and not on the economic situation of 
fluctuating prices. Surely no prudent business man 
would quote a fixed price for any but the shortest 
term contracts, in times of such instability. To do so 
would be to head for disaster either by pricing too 
high and getting no orders, or by pricing too low and 
running at a loss. The chance that the correct figure 
might be quoted would be turning business into a 
gamble. 


I believe that there should be a wider use of 


formulae for calculating rise and fall, for they at 
least control claims to some extent; they are more 


certain and even an overseas buyer can verify their | _ Calgary, Alberta. 
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your correspondent Mr Larkin in your issue of 
January 23rd. I cannot agree with him that there are 
so many faults in such formulae, particularly when it 
is borne in mind that the future fluctuations are 
unpredictable at the time of quoting. It is easy to be 
wise after the event when a contractor has benefited. 
Surely a formula is better than nothing. But as far 
as overseas buyers are concerned, there is a very real 
problem since we undoubtedly lose orders by the 
existence of rise and fall clauses; it may be necessary 
to accept this as a national burden. 

Yours faithfully, 

Stockport. PETER D. TAYLOR. 


Income Tax Appeals: Form No. 64/7 

Sir, — Your readers will no doubt be familiar with the - 
pink form No. 64/7, introduced by the Inland 
Revenue for the first time in 1953. It was stated that 
these forms were intended to be used for appeals 
against income tax assessments and that by their use ~ 
correspondence would be minimized, and it would 
no longer be necessary to return the original notice 
of assessment. 

We have completed these forms in all cases, 
religiously noting the date by which we expect t 
forward accounts and including the amount of our ` 
suggested payment on account. 

Despite this particular attention to detail, we have 
since received letters from several income tax districts 
asking for both items of information referred to. 

Have other readers experienced this, and does this 
indicate that the forms are not being used for the 


d ? 
purpose tended: Yours faithfully, 
London, WT. H. YOUNG & CO. 


Liquidation of Canadian Company with 
British Shareholders 
Sir, ~ I shall be grateful for any guidance your readers | 
can give me on the following income tax problem. 

A Canadian company with British shareholders is 
about to go into liquidation. It has a large un- 
distributed earned surplus which, if declared as a 
dividend, would be subject to United Kingdom 
income tax in the hands of the shareholders, after 
giving relief for the Canadian non-resident with- 
holding tax of 15 per cent. I am concerned as to 
whether the portion of the distribution on liquidation 
represented by the earned surplus will similarly be 
subject to United Kingdom income tax on receipt 
in Britain. 

I appreciate that undistributed profits of a British 
company divided on liquidation are treated as capital, 
but I have in mind CIR v. Reid’s Trustees', in 
which a dividend from a foreign company paid. 
out of capital profits was held assessable, even though 
a corresponding dividend paid by a British company 
can be paid gross, without deduction of tax, and is 
not assessable in the hands of the shareholders. 
Yours truly, 

T. 5. M. GARD, A.C.A. ` 


accuracy. I say this despite the view expressed by | 1 C.F.R. v. Joseph Reid’s Trustees (28 ATC 65). 


| 


E 


I 


| 
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IN PARLIAMENT 


Undistributed Profits: Tax Relief! 
Mr Hirst asked the Chancellor of the Exchequer the 
total amount of relief from profits tax granted on 
undistributed profits since 1947 to the latest available 
date. 

Mr BOYD-CARPENTER: Approximately {1,050 mil- 
lion under assessments made up to September 3oth, 
1953, the latest date for which figures are available. 
In arriving at this total the relief relating to charge- 
able accounting periods endiny at or before the end 
of 1951 has been halved so as to correspond with 
the amount which would be recoverable as a distri- 
bution charge under the provisions of the Seventh 
Schedule to the Finance Act, 1952. 


Hansard, Feb. 1st, 1954. Written Answers. Col. 12. 


Football Pool Duty: Receipts 
Brigadier MepiicottT asked the Chancellor of the 
Exchequer what decline there has been in the 
evenue received by the Treasury since the higher 
BCS on football pools was instituted in 1949; and 
what the receipts were from this source in 1950, 
1951 and 1952. 

Mr R. A. Butter: There has been no decline. 
The receipts in 1950 were £15,681,896; in 1951, 
£17,218,392; and in 1952, £19,772,642. 

Hansard, Feb. 2nd, 1954. Written Answers. Col. 23. 


_ Tax Commissioners: Qualifications 
Mr D. Jones asked the Chancellor of the Exchequer 
the qualifications for appointment as local Com- 
missioners of Income Tax; and the date on which 
such qualifications were laid down. 

Mr Boyp-Carpenter: The qualifications are the 
ppossegsion of real or personal estate as set out in 
Part III of the First Schedule of the Income Tax 
Act, 1952. These qualifications appeared in the 
Income Tax Act, 1842. 


Hansard, Feb. 3rd, 1954. Written Answers, Col. 49. 


Shareholders’ Rights: Protection 
Sir R. Boorusy asked the President of the Board of 


Trade whether his attention has been drawn to recent ° 


proposals on the part of boards of directors of joint- 
stock companses to remove part of the assets of their 
companies from the voting control of the shareholders, 
or to -change the character and purpose of the 
companies without prior consultation with the 
shareholders; and whether he will consider introduc- 
ing legislation to amend the Companies Act with the 
object of protecting the rights of shareholders, and of 
strengthening their powers against arbitrary action 


-on the part of boards which a) consider inimical to 


their interests. 
* Mr PETER THORNEYCROFT: i am aware of the cases 
which my hon. friend has in mind. I have no reason 


! See also “Weekly Note’ at page 171. 


to think, however, that the remedies available under 
existing law are inadequate to protect shareholders 
against action by boards of directors which is ultra 
vires, or in breach of trust, or oppressive. 


Hansard, Feb. 4th, 1954. Oral Answers. Col. 527. 


Greyhound Racing Totalisator Bets: Duty 


Wing Commander BuLLus asked the Chancellor of 
the Exchequer the amount received each month by 
his Department from the Pool Betting Duty on 
greyhound racing totalisator bets during 1953; 
whether the year’s total is an increase or decrease on 
the total sum collected from this source’in 1952; and 
whether the 1953 figure is above or below the 
estimated return. 

' Mr R. A. Burer: The monthly receipts from 
Pool Betting Duty on greyhound totalisator betting 


during 1953 were: £ 

January .. 431,971 
February .. 388,497 
March 445,212 
April 576,243 
May 531,780 
June 550,667 
July 666,819 
August 599,982 
September 541,981 
October 527,144 
November 425,272 
December. . ds 483,983 

Total 6,169,551 





The year’s total is about 5 per cent below both | 
the total for the calendar year 1952 and the estimate 
for 1953. 

Hansard, Feb, 3rd, i954. Written Answers. Col. 53. 


Businesses: Failure 
Mr Donpps asked the President of the Board of Trae 
the number of business failures in 1953; whether this 
was an increase or a decrease when compared with 
1951; and what was the difference. 

Mr PETER THORNEYCROFT: In 1953, the number of ` 
bankruptcies, deeds of arrangement and company 
liquidations which may be regarded as ‘business 
failures’ was 3,642. This was 697 more than in 1951. 
As the hon. Member. knows, the figure for 1951 had 
increased by nearly 1,000 compared with 1948, and 
all such figures should be interpreted with caution. 


Hansard, Feb. 4th, 1954. Oral Answers. Col. 527. 


Superannuation and Pensions Schemes: 
_ Committee’s Recommendations 

Mrs WHITE asked the Chancellor of the Exchequer 
the principal recommendations of the Tucker 
Committee on the treatment for income tax purposes 
of superannuation and pensions schemes; and what 
action he proposes to take on them. 

Mr Joun Boyp-CarpenTer: The answer to the 
question is as follows: the Committee’s report is 
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now being printed and will be published as soon as 
possible. As regards the last part of the question, I 
cannot anticipate my right hon. friend’s Budget 
statement. My right hon. friend has asked me to take 
this opportunity of expressing in public our thanks 
to Mr J. Millard Tucker, Q.C., and his colleagues on 
the Committee for the arduous and valuable work 
which they have done. 

Mrs Wuite: In view of the disquieting comments 
made on this matter by Professor Titmuss, may we 
be assured that we shall have this very important 
document in ample time to study it before the 
Chancellor introduces his Budget? 

Mr Boyp-Carpenter: I very much hope that it will 
be available before the end of the month. 


Hansard, Feb. 4th, 1954. Oral Answers. Col. 543. 


Business Entertainment Claims: Scrutiny 
Mr Goucu asked the Chancellor of the Exchequer 
what special instructions have been issued recently 
by the Board of Inland Revenue to Inspectors of 
Taxes for special scrutiny of claims for business 
entertainment; whether he is satisfied that there are 
enough personnel to carry out these duties efficiently 
and impartially; and what i is the estimated saving to 
the Exchequer. 

Mr BOYD-CARPENTER: No special instructions have 
been issued on this subject. As I stated on July 8th 
last, a new form of return was introduced in 1953 
to make the position clearer to employers. Inspectors 
of Taxes have been reminded that the Government 
expect the law to be uniformly and properly enforced, 
and have been given general guidance in the matter. 

The answer to the second part of the question is, 
‘Yes’. I can give no estimate in reply to the third 
part of the question. `. 

Mr GoucH: Would my right hon. friend agree 
that, whereas his reply will be universally approved, 
there is a fear among the already overburdened 


, Inspectors of Taxes that the instructions which they 


received .recently cannot possibly be carried out 
without very large increases in their staff? 

Mr Boyp-Carpenter: I fully appreciate the 
burden of work which falls on the devoted officers of 
the Inland Revenue, but I understand that they have 
no undue difficulty in operating this particular 
matter, 


Hansard, Feb. 4th, 1954. Oral Answers. Col. 551. 


Company Chairmen’s Statements: Tax 
Expenses 

Mr Roy JENKINS asked the Chancellor of the 
Exchequer how far it is the practice of the Inland 
Revenue to allow companies to charge, as a pre- 
taxation expense, any costs incurred in giving news- 
paper publicity to the annual statements of their 
chairmen. 

Mr Boyp-CarPENTER: Such expenditure is allow- 
able as a deduction in computing trading profits for 


taxation purposes-if it is incurred wholly and: 


exclusively for the purposes of the trade. 


THE ACCOUNTANT 


February 13th, 1954 


Mr Jenkins: Is the right hon. gentleman satisfied 
with a position in which bank chairmen, in particular, 
buy for their generally highly sententious annual , 
statements at least as much space as the Chancellor 
of the Exchequer is ever able to get for any speech 
of his own? 

Mr Boyp-CarPENTER: Comparisons are proverbially 
odious, but each question is looked at by the tax 
authorities on its own facts, and in the event of a 
dispute there are tribunals to decide it. 


Hansard, Feb. 4th, 1954. Oral Answers. Col. 557. 


Portsmouth Football Club: Tax 


Brigadier CLARKE asked the Chancellor of the Ex- 
chequer if his attention has been drawn to the ill- 
effects of entertainment tax on the finances of the 
Portsmouth Football Clubs, and if he will re-examine 
this tax before the next Budget. 

Mr Boyp-Carpenter: My right hon. friend has 
received no recent representations regarding the” 
position of this particular club, but he has already 
undertaken to watch the incidence of the duty on 
football during the present season. 


Hansard, Feb. 4th, 1954. Oral Answers, Col. 557.. 


Holt v. Estate Duty Office: Shares Valuation 


Mr ERROLL asked the Chancellor of the Exchequer 
the cost to public funds of the Holt v. Estate Duty 
Office case; and what action he is taking against the 
officers in the Estate Duty Office who assessed the 
Holt shares valued at ros at the price of 34s which 
proved to be indefensible. 

Mr Boyp-Carpenter: The information asked for 
in the first part of the question is not yet available. 
As regards the second part the figure of 34s was the 
figure arrived at by a distinguished chartered account- 
ant who was consulted by the Revenue and who gave 
evidence when the case was heard, and I Sc 
accept the suggestion that the officials concerned were 
at fault in accepting that advice. At the hearing the | 
learned judge himself referred to the difficulty | 
involved in assessing the correct value. | 


Hansard, Feb. 4th, 1954. Written Answers. Col. 55. 
Cinemas: Tax Receipts | 


Mr SwINGLer asked the Chancellor of the Exchequer. 
to what extent revenue from entertainments tax on 
cinemas declined in the first, second and third 
quarters of the financial year 1953-54. 

Mr Boyp-Carpenter: Compared with the corres- 
ponding quarters of the previous year, receipts of 
Entertainments Duty from cinemas in the first and 
second quarters of the financial year 1953~54 declined 
by 4 per cent and 24 per cent respectively; but in th 
third quarter there was an increase of 3 per cent. 


Hansard, Feb. 4th, 1954. Written Answers. Col. 59. 





Personal Incomes: Tax 


Mr Woopsurn asked (he Chancellor of the Ex- 
chequer what additional Exchequer revenue would 
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result if income and surtaxes were increased to leave 
a maximum net income of {£2,000 and £1,000, 
_ respectively. 

Mr Boyp-CarPENTER: In theory, about £75 million 
and £400 million, respectively, at present levels of 
taxation and income. The disincentive effects of 
_taxation at such rates, however, would very much 
reduce both these yields and those of other taxes if 
the change were actually made. 


Hansard, Feb. 4th, 1954. Written Answers. Col. 58. 


Customs and Excise: Estates 


Mr Swinc er asked the Chancellor of the Exchequer 
if, in view of the changed value of money and in order 
to save executors from travel and expense, he will 


raise the maximum value of estates which can be. 


handled by local officers of Customs and Excise 
from {500 to £2,000. 

Mr Boyp-Carpenter: The hon. Member’s sug- 
“gestion has been considered, but my right hon. 
friend cannot undertake to introduce legislation for 
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this purpose. I am not aware that there is an 
appreciable demand for the change proposed, and it 
would involve additional staff and increased public 
expenditure. 


Hansard, Feb. 4th, 1954. Written Answers. Col. 59. 


Industry and Farming: Profits 


Mr Woopsurn asked the Chancellor of the Exchequer 
what, for the last available year, were the profits of 
industry and farming, respectively, before and after 
tax; and what was the total distributed in dividends, 
and the estimated tax to be deducted therefrom. 

Mr Maun iinc: I refer the right hon. Member to 
the statistics given in the Central Statistical Office 
publication National Income and Expenditure, 1946- 
52, particularly in Tables 2 and 20. I regret that it is 
impossible to distinguish tax paid in respect either of 
farm incomes, or of dividend incomes, from tax paid 
in respect of other sources of income accruing to the 
same recipient. 


Hansard, Feb. 8th, 1954. Written Answers. Col. 92. 


THE INSTITUTE OF CHARTERED 
ACCOUNTANTS IN ENGLAND AND WALES 


\ 


At a meeting of the Council Held on Wednesday, 
February 3rd, 1954, at the Hail of the Institute, Moor- 
gate Place, London, EC2, there were present: 


Mr J’. Blakey, President, in the chair; Mr D. V. House, 
Vice-president; Messrs H. Garton Ash, 0.B.E., M.C., 
VW. L. Barrows, Sir Harold Barton, Mr T, A. Hamilton 
Baynes, Sir Bernhard Binder, Messrs C. W. Boyce, C.B.£., 
WC Campbell, P. F. Carpenter, W. S. Carrington, 
pD. AC Clarke, J. Clayton, S. W. Cornwell, E. C. Corton, 
A. S. H. Dicker, M.B.E., W. W. Fea, P. F. Granger, W. H. 
Lawson, C.B.E., R. B. Leech, M.B.E., T.D., R. McNeil, 
S. J. Pears, C. U. Peat, MG, P. M. Rees, M.C., P. V. 
Roberts, L. W. Robson, T. B. Robson, M.B.E., "CG E 
Saunders, Gilbert D. Shepherd, Mag, B. Smallpeice, 
C. M. Strachan, 0.8.£., E. D. Taylor, G. L. C. Touche, 
E. Gordon Turner, M.C., A. D. Walker, Sir Nicholas 
Waterhouse, K.B.E., Messrs M. Wheatley Jones, E. F. G. 
Whinney, R. P. Winter, M.C., T.D., with the Secretary and 
Assistant Secretaries. 


Examination Results - November, 1953 


The Examination Committee reported the results of, 


the examinations in November, 1953 as follows: 





; Passed Failed Total 
Preliminary ee geg 58 109 167 
Intermediate +s 424 526 950 
Final a ka 1. 385 4°71 856 
o 867 1,106 1,973 

The following prizes and certificates of merit were 
awarded: 
Preliminary 


Deloitte Prize for the year 1953 
M. E. Favell, (Epsom) (May 1953 Preliminary Examination) 


MEETING OF THE COUNCIL 


Intermediate 


First Certificate of Merit, the Institute Prize, the Robert 

Fletcher Prize, the Frederick Whinney Prize and the Plender 

Prizes for the Book-keeping and Accounts (Limited Companies) 
and the Auditing papers 

D. Botterill, (N. E. Frith), St Austell. 


Second Certificate of Merit 
C. I. Brown, (M. L. Grant), London 


Third Certificate of Merit and the Plender Prizes for the 
Book-keeping and Accounts (Executorship) and the General 
Commercial Knowledge papers 
H. M. Grace, (K. G. M. Harding), Liverpool 


Fourth Certificate of Merit 
A. P. Bearman (D. Warner), London. 


Fifth Certificate of Merit 
D. A. Huggons, (R. McN eil), Hove. 


Sixth Certificate of Merit 
E. C. Markwick (C. W. Elliott), Hounslow. 


Seventh Certificate of Merit 
K. S. Dugdale (I. D. Coutts), Norwich. 


Eighth Certificate of Merit 
J. H. Gillbanks (E. G. S. Jackson), Bristol 


Ninth Certificate of Merit 
M. Thompson. (C. M. Strachan), Hull 


Tenth Certificate of Merit 
P. D. Levinson (B. Myers), Manchester. 


Eleventh Certificate of Merit and the Plender Prize for the 
Taxation and Cost Accounting paper 
M. Cottee (T. R. McBride), London 
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Twelfth Certificate of Merit 
K. M. M. Shah (A. N. Chapman), London 


Thirteenth Certificate of Merit and the Plender Prize for the 
Book-keeping and Accounts (Partnership) paper 
A. D. Geuke (H. F. Shapland), Minehead 


Fourteenth Certificate of Merit 
J. B. Fautley (W. A. Waller), Southend-on-Sea. 
I. Jay (H. Bloom), London 
C. M. Watson-Smyth (E. G. Turner), Manchester. 


Seventeenth Certificate of Merit 
A. J. Hardcastle (D. W. Brixey), London. 
C. Pinder (K. Davison), Cleckheaton. 


Nineteenth Cert‘ficate of Merit 
M. D. Weisberg (A. L. Westbury), London. 


Twentieth Certificate of Merit 
J. B. Walsh (D. H. Peed), London., 
W. Ritchie (H. L. Simpson), Huddersfield., 


Twenty-second Certificate of Merit 
P. B. Dodson (L. Smith), Nottingham. 


Final 
First Certificate of Merit, the Institute Prize, the W. B. 
Peat Medal and Prize, the William Quilter Prize, the O. C. 
Railton Prize for the year r953 and the Plender Prizes for 
the Auditing, the English Law (Part I) and the English Law 
(Part IT) papers 
W. M. Hoffman (A. P. W. Simon), London. 


Second Certificate of Merit, the Walter Knox Scholarship 
and the Plender Prizes for the Advanced Accounting (Part II) 
and the Taxation Papers 
H. A. Sherman (L. W. Bingham), London. 


Third Certificate of Merit and, with one other, the Frederick 
Whinney Prize 
T: A. Tansley (J. B. Pinnock), Bedford. 


Fourth Certificate of Merit 
P. Girolami (K. R. Gray), London. 


Fifth Certificate of Merit 
R. P. Wrinch (E. N. T. Clowes), Ipswich. 


Sixth Certificate of Merit 
H. G. P. Greenwood (G. F. R. Baguley), London 


Seventh Certificate of Merit 
M. J. R. Lane, (E. H. Bellamy), Birmingham. 


(The Frederick Whinney Prize {with one other). 
H. B. Smith (J. G. Austin), Leicester 


Plender Prize for the Advanced Accounting (Part I) paper. 
P. S. Thomas (L. A. D. Winter), Truro. 


Plender Prize for the General Financial Knowledge and 
Cost Accounting paper. 
T. S. Semple (J. E. R. Vellacott) London. 


Exemption from the Intermediate Examination 


One application under bye-law 85 (b) for exemption 
from the Intermediate examination was acceded to and 
one application was not acceded to. One application 
under bye-law 63 (d) for exemption from the Inter- 
mediate examination was acceded to. Twenty-six 
applications under bye-law 85 (a) for exemption from 
the Intermediate examination by articled clerks who 
had produced evidence of having graduated by taking 
oné ofthe degree courses approved by the Council 


under bye-law 62 were acceded to. : d 
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Articled Clerks engaging in Other Business 


The Council acceded to one application under bye- 
law 57 from an articled clerk to engage during his / 
service under articles in other business for the sole 
purpose and to the limited extent specified in the 
application. 


Final Examination 


One application under bye-law 86 for permission to 
sit an earlier Final examination was acceded to. 


Articled Clerks in Industrial Organizations 


Two applications under bye-law 58 (c) from articled 
clerks to serve a part of their articles in an industrial 
organization were acceded to. 


P. D. Leake Trust 


The Council approved the first accounts of the P. D. 
Leake Trust covering the period up to October jrst, 
1953, and a report on the administration of the trust.™ 
Any interested person may obtain a copy without 
charge on application to the offices of the Institute. 
(It is expected that copies will be available by the end 
of February, 1954). a 


Finance Act, 1953. Section 20. 
Subvention Payments 


The Council authorized the publication of the folloy 
statement: 


The Council has received the following stay 

from the Board of Inland Revenue in reply to an 

as to the Board’s practice in regard to the inte 

of the words ‘under an agreement’ in Section 

the Finance Act, 1953: 
‘Under: the provisions of subsection (2) of 
20, Finance Act, 1953, a payment must, if it 
treated as a subvention payment within the r 
of that Section, be “made under an agreement®L,-. ` 
viding for the paying company to bear or share in | 
losses or a particular loss of the pavee company”. 
As you suppose, such an agreement may in our vie 
be in writing, e.g. in the form of an exchange of letters, | 
or even oral. We are advised that the contract, if not 
under seal, would, to be valid, require to be for a con- 
siderat‘on, but the adequacy of the consideration in | 
point of value would be immaterial.’ 





Overseas Relations 


The Council decided to appoint a new standing sub, 
committee to be known as the Overseas Relations 
Committee, the function of the committee to be to 
deal with (1) relations with accountancy bodies and 
associations overseas and (2) overseas legislation 
affecting the profession, with special reference to the 
protection of practice rights. These are matters which 
have hitherto been dealt with by the General Purposes 
Committee and the Parliamentary and Law Com- 
mittee. 


Final Examination Syllabus 
Excess Profits Levy 
The Council authorized the publication of the follow-~ 
ing statement: 
No question requiring a knowledge of the Excess 


Profits Levy will be set in the November, 1954, Finat 
examination or in any subsequent Final examination, 
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Certificates of Practice etc. 
It was resolved: 


(1) That certificates of practice be issued to the 
following forty-one associates who have commenced to 
practise: 


Alderdice, Keith; 1953, A.C.A.; (*John Alderdice & Son), 2 
Edith Street, Consett, Co Durham. l 

Barragan, Francis Anthony; 1953, A.C.A.; (McGillivray, 
Lowe & Co), 130 Mount Street, London, W1, and at 
Leicester. 

Barrett, Leslie Arthur; 1933, A.C.A.; (L. A. Barrett & Co), 
58 Parkholme Road, London, E8. 

Beech, Frank Richard; 1948, A.C.A; (S. C. Parker & Co), 
e Bridge Road, Wellington, Shropshire, and at Newport, 
Shropshire and Wolverhampton. . 

“Blissett, Arthur Frank Graham; 1950, A CA: (Winkley & 
.. Clarke), Russell Chambers, 2 King Street, Nottingham. 
Browning, David; 1950, A.C.A., (Herbert Pepper & 

Rudland), 33 St James’s Street, London, SWr. 

Carr, Michael Derek; 1951, A.C.A.; (Sturges, Fraser, 
Cave & Co),.1 Guildhall Chambers, 31-34 Basinghall 
Street, London, EC2, and at Godalming and Kingston 

r upon Thames. 

Cox, Edward Denyer; 1951, A.C.A.; (Sharp, Parsons & Co), 
120 Colmore Row, Birmingham, 3, and at London. 
Crawford, James Oswald; 1952, A.C.A.; (Jeston Black & 

_ Co), 109 Kingsway, London, WCz. 

‘Daly, Justin Louis England; 1951, A CA: (P. D. Leake & 
, \ Co), 1 Cotnhill, London, EC3. 
ixon, Albert; 1952, A.C.A.; 134, The Green, Worsley, 

. ‘Walkden, Lancashire. 

Eckersley, James Douglas; 1937, A.C.A.; 53 Harrington 

' Avenue, South Shore, Blackpool. 

| Foster, Peter; 1953. A.C.A.; (Scott Thompson & Co), 

St Stephen’s Chambers, Telegraph Street, Moorgate, 
London, EC2. 

Green, Arthur; 1950, A.C.A.; (Bryce Hanmer & Co), 1-3 
Stanley Street, Liverpool, 1, and at London. 

Hanson, Geoffrey; 1951, A CA: (*J. H. Mawdsley & Co), 
15 George Street, Halifax. 

Harland, Colin; 1953, A.C.A.; (Wm. Harland & Son) 41 
High Street, Stockton-on-Tees. 

Harmar, Alan Peter; 1948, A.C.A.; (C. Ryland Beeby, 
Harmar & Co), Balfour House, 119-125 Finsbury Pave- 
ment, London, EC2. 

Knight, Joha Oliver; 1951, A.C.A.; (Stanley Blvthen & Co), 
12 lLow Pavement, Nottingham, and at Long Eaton. 

Laddiman, Eric Ernest; 1934, A.C.A.; (S. C. Parker & Co), 
15 Bridge Road, Wellington, Shropshire and at Newport, 
Shropshire and Wolverhampton. 

McGuire, Stanley Patrick; 1952, A.C.A.; (H. P. Gould & 
Son) 8 Upper King Street, Norwich. 

McKee, Ernest; 1952, A.C.A.; (*M. Wasley Chapman & Co) 
40 Baxtergate, Whitby, Yorkshire. 

Mott, Tom, oa: 1932, A.C.A.; (T. Mott & Co), 7 Holyrood 
Street, Bermondsey, London, SEt. 

Naylor, Donald; 1953, A.C.A.; (*W. Garsed & Co), 3 
Bridge Street, Todmorden, Yorkshire, and at Halifax 
and Morecambe and Heysham. 

Nobbs, John; 948, A.C.A.; (L. F. Hope Jones & Co), 
63 High Street, Lymington, Hampshire, and at New 
Milton, 

Pattinson, John; 1951, A.C.A.; (GA J. Whitington, Wootton 
& Co), 17 St Peter’s Street, Winchester, and at Alton. 
Rogers, Philip Fergus; 1951, A.C.A.; (Edmund D. White & 

Sons), London and Lancashire Chambers, 454 Dale 

» Street, Liverpool, 2, and at London. 

Scutt, Gerald Arthur Tom: 1948, A CA: (Lodge & Winter), 
19 Lemon Street, Truro. 

Selmon, Peter; 1953, A.C.A.; (P. Selmon & Co), 23 Gordon 
Avenue, Highams Park, London, E4. 

Sharp, Thomas Frederick; 1953, A.C.A.; (*Harold Sharp & 


* placed against a Firm Name signifies that the Firm is not 
exclusively composed of members of the Institute. 
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Son), Marsden Chambers, 10 Marsden Street, 
Manchester, 2. 

Shaw, Michael John Frederick,; A.C.A. rọsr, (Slater, 
Dominy & Swann), Sussex House, Hobson Street, 
Cambridge, and at Ely and Newmarket. 

Speight, Charles Edmund; 1951, A.C.A.; (Boyer, 
Thwaites & Co), 22 Bridge Street, Deansgate, Manchester 


3. 

Squires, Eric Geoffrey; 1951, A.C.A.; (Crew, Turnbull & 
Co), and (Veitch & Co), 1 George Street West, Luton, 
and at Dunstable and London. 

Squires, Jack Edmund; 1953, A.C.A; (Slater, Dominy & 
Swann), Sussex House, Hobson Street, Cambridge, and 
at Ely and Newmarket. 

Stewart, Malcolm James; 1936; A.C.A.; (W. A. Browne & 
roe 307 Winchester House, Old Broad Street, London, 


2 
Tilley, Robert Gordon; 1950, A.C.A.; (James Worley & 
Sons), 16 Union Court, Old Broad Street, London, EC2, 
and at Eastbourne, Ilford, and Kingston upon Thames. 
Trent, Bernard; 1953, A.C.A.; 9 Mansfield Street, London, 


Wi, 

Webb, Trevor Hugh; 1953, A CA: (Francis Webb & Son), 
53 Walsgrave Road, Coventry. 

Wells, Donald Rex; 1951, A.C.A; 28 Hasilwood Square, 
Coventry. Ges 

Williams, Peter; 1949, AC A: (Wheawill & Sudworth), 
35 Westgate, Huddersfield, and at Leeds and London. 

Williams, William Vaughan; 1953, A.C.A; The Maes, 
Pwllheli, N. Wales. 

Woolven, Sydney Arthur; 1950, A.C.A.; (Edmund D. 
White & Sons), London and Lancashire Chambers, 
45A Dale Street, Liverpool, 2, and at London. 


(2) That forty-one associates be elected to fellow- 
ship under clause 6 of the supplemental Charter 
bye-law 31). 

(3) That two applicants be admitted as associates 
Peal clause 9 of the supplemental Charter (bye-law 
36). 

A list of those who complete their fellowship or 
membership before February 16th, will appear in The 
Accountant of February 20th. 


Reversion to Associateship 


The Secretary reported that Mr Percy Coles, F.c.a., 
and Mr Alphonso Raymond Taylor, ¥.c.a., had ` 
reverted to associateship under clause 7 of the supple- 
mental charter. 


Registration of Articles 


The Secretary reported that 98 articles of clerkship 
were registered during the month of January, 1954, 
as compared with 114 in the previous January. 


Resignations 


The Secretary reported the resignations of: 
Mr Frederick Redvers Butterfield, a.c.a., Harrogate. 
» Walter Critchison, A.c.a., Cheam. 
» John Pryse Goodwin, a.c.a., New York. 
» Arthur Mager, A.C.A., Richmond, Surrey. 
» John Vivian O’Carroll, a.c.a., Cape Town. 
» Eric Stanley Porter, A.C.A., Purley. 
» Percy Gilbert Ross-Hume, B.A., A.C.A., London, 
» James Shakespeare Wilkinson, B.A., A.C.A., London. 


Deaths of Members: 


The Council received with regret the Secretary’s 
report of the deaths of the following members: 
: Mr Albert Bagley, r.c.a., Wood Green. 


, yy Bertram Miles Errington Baker, a.c.a., London. 


| 
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Mr William Cooper, A.C.A., Leicester. 
, Joseph Gibson, D.S.0., M.A., LL.B., A.C.A, Kirkby 
Lonsdale. 
» Bertram Samuel Holden, F.c.a., Morecambe and 
Heysham. 
» Frederick Christopher Johnson, F.c.a., Sunderland. 
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Mr Gilbert Robertson, A.C.A., London. | 
» George Henry Rogers, A.C.A., Chicago. 
» John Godfrey Taylor, F.c.a., Bristol. 
» Alfred Ernest Veale, A.C.A., ‘Purley. 
an Walthew Tatam Wensley, F F.C,A., Bodmin. 
» Allan Whalley, A.C.A., Bristol. 


| CENSUS OF DISTRIBUTION 
AND WHOLESALE TRADING 


PRELIMINARY FIGURES 
FROM RETURNS BY WHOLESALERS 


The Board of Trade announces that it is possible now 
to publish some preliminary figures derived from the 
returns made by wholesalers in the Census of Distri- 
bution and other Services, 1950. 

The information given by wholesalers will be 
analysed in the census report to show the part played 
in distribution by firms operating in different ways. 
For instance, merchants buying and selling on their 
own account will be distinguished from agents; export 
merchants will be distinguished from merchants with 
little or no overseas trade, and the particulars of trading 
by government departments and marketing boards will 
be shown separately. 

Classification according to the kind of goods handled 
will also be used in many tables. 

Over 55,000 wholesaling establishments will be 
included in the report. Table I shows that 43,000 are 
classified as wholesale merchants’ establishments, and 
that in addition there are about 1,700 export merchants 
and 2,100 import merchants. There are over 100 export 
merchants’ establishments in each of the following 
specialities: industrial materials; industrial machinery 
and vehicles; clothing, footwear and textiles. It has 
been found that the total of exports by manufacturers 
direct, as reported in the census of production, added 
to the total of exports by wholesalers, including agents, 
‘comes as close as could be expected to the total of 
exports recorded in the Trade and Navigation Accounts 
for 1950. This correspondence is a valuable confirm- 
ation of the reliability of census figures. 

In the volume of the census report devoted to eeler 
sale trading, there wil] be a table showing the value of 
business done by merchants, exporters, agents and 
others — on their own account and as agents ~ in the 
home trade (with other wholesalers, with retailers, and- 
with the public) and in exports, so as to throw light 
upon the secondary aspects of the businesses concerned. 

Table II shows the number of wholesale establish- 
ments classified by kind of business. No establishment 
is counted more than once, though it may deal in more 
than one type of goods, so that these figures cannot be 
used to show the amount of goods of different kinds 
which are the subject of wholesale transactions. It was 
found that nearly 3,000 wholesale establishments, 
including nearly 509 exporters, did not confine them- 
selves to goods of a single broad kind, and these are 
separately classified under the heading ‘General’. 

The tables show how great a part wholesaling plays 
in the economic life of the country. There were 773,000 
persons engaged in wholesaling, including working, 
proprietors, and the wages bill, excluding the incomes. 
of proprietors, was £291 million in 1950. 


Both the preliminary tables given below are com- 
pressed so as to provide a broad outline. In the census 
report more detailed classifications will be used, and 
some information will be given about wholesalers whose 
businesses are highly specialized, such as tea and coffee 
merchants or dealers in precious stones, wherever the 
number of specialist wholesalers justifies a special 
heading. 


E ESTABLISHMENTS: Meraops op TRADING 















Table I Great Britain 
i j 7 Persons | Wages / 
Method of Trading ee š Sales engaged and 
{a} salari 
Number £'000 Number Loo 
TOTAL.. ++ | 55,472 | 13,049,091 | 773,369 | 291,610 
Wholesale merchants «+ | 43,065 5:295,545 | 595.459 | 2 dza 
Export merchants .. Se 1.676 874,893 21,542 11,682 
Import merchants .. a 2,091 939,483 26,947 13,956 
Invoicing agents .. X 3:367 2,626,540 | 46,266 | 19,628 
Non-invoicing agents 3,260 1,077,198 15,150 6,898 
Government.departments .. 58 1,717,702 6,404 2,658 
Marketing boards 229 458,614 4,389 1,449 
Purchasing branches of over- 
seas firms .. 166 ror,790 1,664 908 
Wholesaler-producers 1,560 1973326 55:547 18,083. 
i 


{a} Tucludine working proprietors. The total 
Dun-ber of working proprietors was 43,266. 


WHOLESALE ESTABLISHMENTS: KINDS OF Business 
Table II Greut Britain 













































































































Persons | Wages 
Kind of business u e Sales engaged and 
SES {a} salaries 
Number £000 Number | Coon 

TOTAL.. n Ka . | 55472 | 13,049,091 | 773,369 | 291,101 
Agricultural products, 

supplies 3,652 858,346 47,799 15,555 
Builders’ materials, hardware 3.795 280,792 56,006 20,308 
Coal .. 1,384 393,982 15,730 De BOS 
Metals, metal products 1,206 646,865 19,295 $3,392 
Timber 1,484 370,198 | 28,195 11,769 
Scrap and waste materials . 1,995 100,069 | 19,309 6,227 
Other industrial materials .. 2,595 1,698,902 24,819 12,751 
Machinery (except SEA 

vehicles .. ES 3.443 408,966 | 61,299 | 23,346 
Electrical goods .. i 1,282 132,696 | 23,652 8,827 
Groceries, Een 

drinks z Bi 6,946 2,665,889 | 132,340 45,441 
Other food 6,915 1,488,050 | 71.240) 25,178 
Clothing, footwear, textiles., 7,019 863,807 80,047 | 33,024 
Chemicals, oils, drugs i 1,400 919,421 | 34.476 | 12,749 
Furniture, musical instru- 

ments K 633 35,831 9,621 _ 35754 
Glass, china, earthenware . SA 513 25,238 4:409 1,621 
Paper, stationery, books .. 2,337 255,598 32,520 12,110 
Petroleum products.. 1,380 565,983 | 33.970 | 14,497 
Tobacco 2,072 369,347 15.733 4.507 
Other manufactured goods. . 1,709 216,551 19,130 7,656 
Second-hand gonder geb 788 33,893 4.941 1,599 
General i l do 2,924 918,667 | 36,447 | 16,194 


{a} Including working proprietors, 
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zole makes good pettol better 


say these experienced motorists 








‘Tm a first-time starter on National’ ‘National's the best bet for good mileage’ 


D 


Mr. I. Woodward-—A Physicist Mr. C. Harrington—An Assistant Sales Manager 


as b D 
nét SUN en Ue tence dE 





“What a difference to hill-climbing, and no “My engine keeps cleaner on National’ 


pinking Z? Mr. Kemp —An Industrial Photographer Mr. H. Barham — A Company Director 





Vhy do more and more motorists buy National Benzole Mixture in Ra ATIO Ni AL 
reference to any other top-grade motor spirit ? Because Benzole makes 
ood petrol better—-and ‘National’ is the ideal blend of both. How- 
wer good petrol may be, adding Benzole-—a British produced spirit BENZOLE 
-makes it better for your car. Better for starting. Better for smooth, 
uiet running. And—best of all—better for more miles per gallon! MIXTU RE 


ational Benzole Company Limited, Wellington House, Buckingham Gate, London, S.W.1 
The distributing organisation owned and entirely controlled by the producers of British Benzole) N.B.iR 
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>) = Securities for Bankers’ Advances 


By J. MILNES HOLDEN, LL.B., Ph.D., etc. Deals with the legal aspects 
of land, life policies, stocks and shares, etc., handed over to the bank in | 
return for advances. For all students of banking, and especially for those 
in managerial, or in training for managerial posts. 25/- net. 


Business Finance 


By F. W. PAISH, M.C., M.A. (Cantab.), Professor of Economics in the 
University of London. 12/6 net. 

‘It should be especially appreciated by the university student and those 
wishing to know the various sources from which private enterprise 
actually obtains its funds.’ — Financial Times. 


Internal Auditing 


By A. C. SMITH, CA. One of the very few books available on the subject, 
this volume deals with the audit of industrial management and the pro- 
cedure for verifying systems of administration control. Clearly written and 
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* F ast one- hand ope ration mury indexed, this is a book of the utmost importance to all accountants, 
and students of accounting. 21/- net. 
W L iJ 
* Visible dials thr oug hout The Taxation of Gifts and Settlements 
e . By G. S. A. WHEATCROFT, M.A.,(Oxon.), A Master of the Supreme 
Ke Reasonably pr iced Court (Chancery Division). This volume differs from the. normal text- 


book on panen in mat it gal with four Cer oroni The Gar 
` e e dealt with are: Stamp Duty: Income Tax and Surtax; an tate Duty. 
La Full details fi rom the sole distributors: It is explicit, and deals with the future as well as the present law. 42/- oeté 


Modern Elementary Statistics 







dé € OFFICE d a 
By JOHN E. FREUND. 460/- net. 
a vo (eauemen, 9 t, . . the work is a comprehensive guide to the subject at university first 
g degree level, and may be thoroughly recommended. .. .’ ~ Statist. 


3i NE A 
W BRI EE PONDON, aos Parker Street * Kingsway - London + WC2 








Pension Assurance 





The last word in provision for senior 
EXECUTIVES — and certain working 
Directors — will be found in the Society’s 
EXECUTIVES PENSION SCHEME. You are 
cordially invited to ask for details of 
this new arrangement from the 


Specialists in individual and group life.assurance 


EEE 


éi 


SCOTTISH AMICABLE LIFE ASSURANCE SOCIETY 


HEAD OFFICE: LONDON OFFICE: 
35 ST VINCENT PLACE © 17 TOKENHOUSE YARD 
GLASGOW, C1. LONDON, EC2. 





@ ‘On the spot’ service is provided by 88 Branch and Local Offices, whose 


locations may be obtained from either of the above addresses. ` 
ga to 
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CONFERENCE OF ACCOUNTANTS 
SOUTHERN GAS BOARD 


A conference of accountants in the service of the 
Southern Gas Board, held from January 14th~16th, 
was opened by Mr A. R. McBain, cp, ong, Chairman 
of the Board, who welcomed the delegates and guests 
including Mr W. Bailey, F.S.A.A., F.1.M.T.A., Chief 
Accountant of the Gas Council; Mr R. A. Kilshaw, 
F.A.C.C.A., Deputy Chief Accountant of the West 
Midlands Gas Board; Mr K. G. Vickers, F.c.w.a., 
A.S.A.A., partner in Messrs Robson, Morrow & Co; 
and Mr G. Bunney, A.C.A., partner in Messrs Wood, 
Drew & Co, auditors to the Board. 
Mr McBain outlined the principal themes of the 
conference, and in particular, said that the value of 
budgetary control was now beyond controversy; he 
referred to the experience and views of his colleagues 
on the Board. The subjects for discussion included 
training, on which he laid great stress. There would be 
many opportunities for promotion for those already 
in the Board’s service, provided that they did their 
best to equip themselves adequately to take on higher 
‘responsibilities when the opportunity came their way. 
The chairman said that he had been impressed by 
thé progressive reduction in the time taken to prepare 
the annual accounts, and he emphasized the import- 
ance which the Board attached to accounting informa- 
_ tion being available promptly. 

Concluding his remarks, Mr McBain emphasized 
that the gas industry was on the verge of great develop- 
ments and that there was a sound future for those 
who came into the industry. 







Review of Progress 


LA review of progress in the accounting field covering 
the first five years of nationalization and the trend of 
developments in the future, were outlined by Dr 
iJ. M. S. Risk, B.COM., C.A., F.c.wW.A., Chief Accountant 
"of the Board. 

He suggested that accounting progress could be 
related to ten attributes of accounting statements, 
these being: speed of preparation; frequency of 
preparation; relevancy of purpose; comparability; 
accuracy; consistency; presentation; interest evoked; 
relation to standards; forward looking. 

Particular stress was laid on the need for speed of 
preparation, the many factors affecting comparability 
of accounts and the need to make use of standards to 
enable management to concentrate on exceptions. 

Although not a panacea for industrial ills, and no 
substitute for good management, budgetary control 
was nevertheless a tool of great significance to manage- 
ment and some of the numerous advantages to be 
derived from the intelligent application of budgetary 
control were quoted. It had been found that invariably 
the initial investigations brought about valuable 
nnoprovements. 

Substantial financial savings had been achieved at 
Bournemouth through the use of budgetary control 
and the system was being extended. 

The speaker believed that the use of standards 
would be developed to a considerable degree in the 
future, both as regards quantities and values as well 
as for operating efficiences, It seemed to follow that 


there would be an extension of the use of budgetary 
control perhaps not confined to the Southern Board. 

Other matters mentioned were the increasing use of 
book-keeping machines, the vital importance of staff 
‘selection, education and training and the opportunities 
for promotion which would arise during the next ten 
years. Greater attention would be given in succeeding 
years to reducing the cost of clerical work. 

Dr Risk suggested that the success or failure of 
public enterprise would be determined by the ability 
to produce the right goods and services at the right 
prices. In this, accountants could play an important 
part through the service they gave to management. 


Clerical Training 


Mr G. Mills, A.c.1.s., MILA, Assistant Comptrouer 
of J. Lyons & Co Ltd, and Chairman of the Education 
and Training Committee of the Office Management 
Association, speaking on clerical training, referred 
particularly to the training system which had been 
developed in his organization during the last seven 
years, Their programme was based on the ‘training 
within industry’ scheme, but he underlined the need 
for consistently checking the progress made to ensure: 
that the better methods were maintained and the 
training effort was an integral part of the organization. 

Mr R. W. Hewitt, a.c.a., Chief Accountant of the 
Board’s Eastern Division, then introduced certain 
proposals for training of the Board’s clerical accounting 
staff, and after the delegates had been formed into ` 
panels to consider the paper and formulate questions, 
a full discussion ensued. At the close of this session 
Dr Risk indicated that the question at issue was not 
whether training was necessary, but merely whether 
it would be done badly or well. 


Budgetary Control 


Mr A. Kenyon, B.COM., A.C.I.S., F.C.W.A., used a 
number of prepared demonstration boards to illustrate 
the technique of budgetary control, the example being 
a general one applicable to all types of industry. 

Following the generalized example of budgetary 
control, Mr H. K. Wilkes, A.C.A., F.C.W.A., A.M.LI.A., 
submitted a paper on the book-keeping system used 
in connection with budgetary control at the Bourne- 
mouth undertaking. He demonstrated the ‘tie-up’ 
between budget and actual results and emphasized 
that the whole system worked on the double~entry 
principle. 


Budgetary Control and the General Manager 


In his address, Mr J. C. Hogg, M.INST.GAS E., General 
Manager of the Bournemouth Group, outlined the 
development of the system at Bournemouth and its 
effective use by the various levels of management, and 
explained’ the importance of measurement as the 
foundation on which the system of budgetary control 
was based. An impressive feature of Mr Hogg’s 
address was a schedule of some of the improvements 


which had been achieved in the three to four years 
during which the system had been in operation. Over 


a‘wide range of activities in the gas undertaking, valu- 


188 


able and in some cases large savings had been effected 
and were being maintained. The process was a 
dynamic one and Mr Hogg envisaged further improve- 
ments in succeeding years. 


Budgetary Control Reviewed 


Mr K. G. Vickers, F.C.W.A., A.S.A.A., formerly on the 
Board’s staff and now a partner in Messrs Robson, 
Morrow & Co, reviewed the sessions on budgetary 
control and stressed the importance of close co- 
operation between engineers and accountants. 

Before the session terminated, Mr T. E. D. Mason, 
B.COM., F.A.C.C.A., F.C.1LS., Secretary of the Board, 
expressed the hope that when the system was extended 
to other undertakings, a uniform terminology would 
be adopted, and that full use would be made of the 
valuable experience gained at Bournemouth over the 
last four years. 


Other Speakers 


Mr J. T. Haynes, M.1.c.E., M.INST.GAS E., President 
of the Institution of Gas Engineers and General 
Manager of the Board’s Western Division, emphasized 
the vital importance of team-work in. the industry for 
which he could see an attractive future. 


SOUTH WALES AND MONMOUTHSHIRE / 


THE ACCOUNTANT 


February 13th, 1954 


Mr R. Sunman, A.c.w.a., speaking on cost section 
control, dealt particularly with the aspects of staff 
instruction and methods of organization of small 
sections. 

Mr H. A. Wright elaborated the technique of 
accounting in round £s, and the resulting advantages. 

Mr R. B. Curtis showed how time could be saved 
in evaluating stock sheets by using the practice method 
of multiplication on an analysis machine. 


Conclusion 


Reviewing the work of the conference, Mr W. Bailey, 
F.S.A.A., F.I.M.T.A., Chief Accountant of the Gas 
Council, thought that while one professional qualifica- 
tion might be satisfactory for those at lower levels, it 
was in his view desirable to widen the scope of one’s 
knowledge if one aspired to reach the higher positions. 

Mr Bailey expressed the view that budgetary control 
would come in some form or other throughout the 
industry. 

In conclusion, Dr Risk said that without doubt the_ 
conference had been a success, but to make it fully 
effective it*was essential that everyone should continue 
their endeavours to achieve the twin objects of improv- 
ing the quality of the accounting service to management 
and reducing the cost of that service. { 


`e 


SOCIETY OF CHARTERED ACCOUNTANTS” 
DINNER IN CARDIFF 


The annual dinner of the South Wales and Monmouth- 
shire Society of Chartered Accountants was held in 
Cardiff on Friday, February 5th, 1954. Mr L. V. West, 
F.C.A., President of the Society, was in the chair and 
with Mr James Blakey, F.c.a., President of ‘The 
Institute of Chartered Accountants in England and 
Wales, received the 208 members and guests who 
attended. | 

Among those present were Mr David Llewellyn, 
M.P., Mr G. C. Diamond, M.A.(CANTAB), Mr A. M. C. 
Jenour, J.P., T.D., President, Cardiff Incorporated 
Chamber of Commerce, and 


Messrs R. G. Beard, F.c.a. (President, Sheffield and 
District Society of Chartered Accountants); Henry M. 
Cattell, A.A.C.C.A. (President, South Wales and Monmouth- 
shire District Society, Association of Certified and Corporate 
Accountants); W. John Collett (Librarian, Newport); 
C. Croxton-Smith, M.A., LL.B., J.P., F.C.A. (President, Bristol 
and West of England Society of Chartered Accountants); 
R. L. Davies (City Treasurer); W. G. Densem, F.C.A. 
(Chairman, London and District Society of Chartered 
Accountants); R. B. Dixon, F.c.a. (President, Birmingham 
and District Society of Chartered Accountants); Derek du 
Pré (Editor, ‘The Accountant’). 

Messrs F. M. Forster F.S.A.A., (President, South Wales 
and Monmouthshire District Society, Society of Incorporated 
Accountants and Auditors); C. J. Geldard (President, Incor- 
porated Law Society, Cardiff and District); N. B. Hart, 
O.B.E., T.D., D.L., M A., LL.B., F.C.A. (President, Hull, East 
Yorkshire and Lincolnshire Society of Chartered Account- 
ants); Dr A. Harvey, B.SC.{ECON.), F.INST.P. (Principal, 
Cardiff Technical College). 


Messrs J. S. F. Hill, a.c.a. (President, Nottingham Society . 
, James (President, 


of Chartered Accountants); A 
Insurance Institute of Cardiff). 


Messrs H. A. Llewellyn Jones, M.A. (Registrar); W. BR 
Jones (President, South Wales Centre, Institute of Bankers); 
Prof. W. R. D. Jones, p.sc. (President, South Wales Institute 
of Engineers); A. S. Maclver, M.C., B.A. (Secretary of the 
Institute); W. J.-Price (Chief Constable); David R. d 
(Editor, ‘Western Mail and South Wales News’). 

Messrs Anthony Steel (Principal, Cardiff SE 
College); W. L. Strong, M.INST.M. (President, sears 
Inéorporated Chamber of Trade); S, Tapper-Jones (Town 
Clerk); M. Melbourne Thomas (President, Cardiff Medical 
Society) T. C. Warren-Evans, J.P., F.C.1.S. (President, 
Chartered Institute of Secretaries, Cardiff Branch); Reg. 
Weber (President, Cardiff Rotary Club); Sir Robert Webber 
(President, Cardiff Business Club). 


Limitation of Figures 


Proposing the toast of “The Institute’, Mr Llewellyn 
referred to the new ‘heresy’ of figures to which Wales 
was in danger of succumbing. “There is nothing so 
false as facts, except figures,’ he said. People were 
asking for more and more statistics, but he thought 
they already had more than they could use. Statistics 
were being used more for support than illumination. 

‘No profession knows better than yours the limita- 
tion of figures,’ he went on. 

‘Even figures you are prepared to put your names to are 
only right if there are no other figures discovered to prove 
them wrong. I seek your support in the*fight against the 
new heresy.’ 

In a more serious vein, Mr Llewellyn said: 

‘I think it is becoming more and more true of your 
profession that you are becoming the close friends of those 
you advise. It is very rare nowadays for a man to change 
his chartered accountant — even if he can afford to — and in 
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many cases the chartered accountant is taking the place of 
the family doctor as philosopher and friend.’ (Applause.) 


Commercial Employment 
In the course of his reply, Mr Blakey said: 


‘Might I suggest that our members who have the idea of 
commercial employment should seriously consider staying 
in the profession for a period of up to, say, five years after 
passing their Final examination, as I do think that it would be 
of great advantage to them in their commercial career later on. 

‘I admit, of course, that there may be exceptional circum- 

-gtances in any particular case and one must admit that 
commerce can and does offer tempting salaries to those just 
qualified, but I am sure that the few years spent in the 
profession will reap its reward later on.’ (Applause.) 


‘Your Fine Training’ 
The President of the Society, Mr West, proposed the 
toast of ‘Our Guests’ in felicitous terms. 
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Replying, Mr Jenour said he wished to pay tribute 
to the members of the Institute for the help and advice 
they had given in the past, and would give in the future, 
to industry and commerce. 


“We are going through a period of uncertainty,’ he said, 
‘and in order to make our plans for the future, we need your 
help and advice. It enables us to wade through the mass of 
legislation with which we are faced today and you can steer 
us on the right course financially and in other ways, by 


virtue of your fine training.’ (Applause.) 


Mr Diamond also replied. 


The Society’s Vice-President, Mr Donald T. Owen, 
A.C.A., proposed the health of ‘Our Chairman’, and 
Mr West, who was greeted with loud applause, 
responded, paying a tribute to the hard and successful 
work done by Mr H. W. Vaughan, F.c.a., the Hon. 
Secretary and Treasurer. 


SH INAUGURAL DINNER IN GRIMSBY 
The Grimsby and North Lincolnshire Branch of The Hull, 


S 


The Grimsby and North Lincolnshire Branch of the 
Hull, East Yorkshire and Lincolnshire Society of 
Chartered Accountants, held their inaugural dinner at 
The Roval Hotel, Grimsby, on Thursday, February 
4th, 1954, with their chairman, Mr W. 8. Warrs, A.C.A., 
presiding. 

Members and guests numbering about 100 were 
received by Mr Warrs and by Mr James Blakey, F.c.a., 
‘President of The Institute of Chartered Accountants 
‘in England and Wales. 


Among the guests present were: 


E J. Barker (President, Grimsby and Cleethorpes Law 
oety); J. Camamile (President, Lincoln Group of Chartered 

Accentants), J. Hankinson, A.C.A. (Secretary, Hull, East 

Yorkshire and Lincolnshire Society of Chartered Accountants); 

G. EoC. Harbord (President, Insurance Institute of Grimsby); 
Ernest Harrison, J.P; N. B. Hart, ong, T.D., D.L., M.A., 
LL.B., F:C.A. (President, Hull, East Yorkshire and Lincoln- 
shire ’ Society of Chartered Accountants); H . V. Heckford, 
O.B.E. (H.M. Inspector of Taxes). 

Messrs J. T. McCullagh, M.D., F.R.c.S. (President, Grimsby 
‘and District Branch, British Medical Association); J. Fred 
Pye (Chairman, North Lincolnshire Branch, Nottingham, 
| Derby and Lincoln Society of Architects); His Honour Judge 
“Shove; G. F. S. Smith (H.M. Inspector of Taxes); C. M. 
Strachan, ong, F.C.A. (Member of Council of the Institute); 
J. Wrightson (President, Grimsby and District Local Centre, 
Institute of Bankers). 


Proposing a toast to the Institute, Judge Shove 
stressed the importance of chartered accountants in the 
ndustrial and commercial system of the country. 


` Establishment of a Branch 


In his reply, Mr Blakey, on behalf of the Council, 
sffered good wishes for the success of the branch. He 
continued: 


“The establishment of a branch is entirely a matter for 
the district society and this was brought out at a recent 
meeting which was held at the Institute with district society 
representatives and members of the Council when the 
question of branches or groups was gone into. 


East Yorkshire and Lincolnshire Society of Chartered Accountants 


‘It was thought that no absolute directive as to the 
formation of groups or branches ought to be given by the 
Council until some experience had been gained, particularly 
following the introduction of the new comprehensive grant 
system. 


‘As regards the benefits of forming a branch or group, 
various suggestions were made and in some cases it was 
thought that anything under twenty-five members, or even 
under forty members, might be considered a minimum for 
the question of a group. Some even advocated that they 
doubted whether the formation of a branch was justified 
with fewer than fifty members. 


‘Groups were considered to be rather more economical 
in the running than branches and it must be remembered 
that groups are naturally organized in a less formal way than 
branches and that the rules of branches would require the 
approval of the District Societies Committee of the Institute. 


“The Institute naturally welcomes the formation of these 
branches or groups as it shows keenness on the part of our 
members and is a means of getting together for mutual 
assistance amongst the members.’ 


Mr Blakey then expressed appreciation of the work ` 
done by the officers and by the Secretary, Mr J. M. 


' Smith, a.c.a. He continued: 


“The pre-eminence which our profession enjoys can only 
in the long run be maintained by the quality of our 
individual work. 

‘It is right that this should be so, and it is evidence of the 
position today as judged by the overwhelming proportion 
of the accounts of public and private companies which are 
audited by our members and by the extent to which their 
names appear on prospectuses.’ (Applause.) 


A toast to ‘The Guests’ was proposed by Mr George 
R. Smith, F.c.a., chairman of the branch from 1952-53; 
Mr C. M. Strachan, opp, F.c.A., a member of the 
Council of the Institute, and Mr Ernest Harrison, J.P., 
replied. 

During the evening Mr Blakey presented tiene of 
office for the new Branch to Mr Warrs. 

The President of the Branch, Mr Alfred G. Pern, 
.F.C.A., was unable to attend owing to illness. 

j Mr J. B. Harrison, F.c.A., acted as toastmaster. 
H 
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DINNER IN PRESTON 


The North Lancashire Branch of the Manchester Society 
of Chartered Accountants 


The first formal dinner of the North Lancashire Branch 
of the Manchester Society of Chartered Accountants 


was held at The Bull and Royal Hotel, Preston, on -> 


February 5th. Mr Alexander Bleazard. F.c.a., chairman 
of the branch, presided, and with Mr E. Gordon 
‘Turner, M.c., F.C.A., President of the Manchester 
Society and a member of the Council of the Institute, 
and His Honour Judge Allan Walmsley, Q.c., received 
the fifty-one members and guests who attended. 
Among those present were: 

Messrs T. Hedley Bell, B.A., F.c.A. (Hon. Secretary, 
Manchester Society of Chartered Accountants); N. Doodson, 
F.ILM.T.A., A.S.AA. (County Treasurer); E L. Fielden (North 
West District of the Institute of Bankers), Alderman R. H G. 
Horne (President, Blackburn Laz Society); Messrs K. W. 
Horton, F.c.a. (Vice-President, Bolton Branch of the Man- 
chester Society af Chartered Accountants); J. H. Loosmore 
(H.M. Inspector of Taxes); P. F. Pierce, F.S.A.A. (President, 
North Lancashire District of the Society of Incorporated 
Accountants), A. E. Webb (Assistant Editor, ‘The Account- 
ant’); F. C. Wilford (Editor, ‘The Lancashire Evening Post’). 


Proposing the toast of “The Institute of Chartered 
Accountants in England and Wales’, Judge Walmsley, 
who spoke in terms alternating between the serious 
and lighter vein, outlined his own definition of a pro- 
fession. Stressing the need for absolute integrity within 
the professions, he paid tribute to the standards set by 
the Institute and its members. 


NOTES AND NOTICES 3 


Personal 


Messrs BUTLER, CHANCE & Co, Chartered Account- 
ants, have transferred their offices to 33° Lower 
Baggot Street, Dublin. The new telephone numbers 
will be 67267 and 67268.. 

Mr Maurice H Parkin, Chartered ‘Accountant, 
formerly of 39 Nether Green Road, Sheffield, 11, 
announces that he has removed his offices to 6 
Paradise Street, Sheffield, 1. Telephone: Sheffield 
27723. 

Messrs LESLIE ANDREWS & Co, Chartered Account- 
ants, of 10 North Street, Horsham, announce that as 
from February et they have opened a branch office 
at 22-23 East Street, Chichester. 


Professional Notes 


Sir lan F. C. Bolton, BT., opp, L.L., J.P., C.A., 
a partner in the firm of McClelland, Ker & Co, 
Chartered Accountants, of Glasgow, has joined the 
board of British Polar Engines. 

Mr J. Leslie Wilkie, c.a., has been appointed a 
director of Radio Rentals Ltd. 

Mr R. W. Parker, CA, who was finance director 
of the Scottish Division of the National Coal Board, 
has been appointed deputy chairman of the Board’s| 
North Western Division. 


ep ren e E Én 


Mr Turner, responding to the toast, said that the 
impression held by some people that a limit was 
imposed on the number of candidates admitted to 
membership of the Institute was entirely erroneous. 
Ability to pass the examinations was the only limiting 
factor, and anyone who attained the required standard 
of training and knowledge was not excluded. The 
function of the examiners, he said, was to award a 
fair mark to the answers given in the various 
papers and even the examiners were unaware of the 
pass mark, ` 

Mr Turner urged principals to take an increasing 
interest in the progress of their-articled clerks and to 
assist and encourage them in their studies. An occa- 
sional evening when, he suggested, principals might” 
entertain their articled clerks to tea and then devote 
some time to answering their questions and discussing 
their problems would do much to inspire and assist 
them. 

The toast of ‘The Guests’ was proposed by the 
chairman and Mr Doodson replied. The evening 
concluded with a vote of thanks and a toast to Mr 
Bleazard proposed by Mr G. Waterworth, F.c.a., both 
for presiding at the dinner and his valuable work as 
chairman of the Branch. Replying, Mr Bleazard paid 
a warm tribute to Mr J. S. Walker, A.C.A., Honorary 
Secretary of the Branch. 


Obituary 


WILLIAM Day, JUNR., T.D., D.L., F.C.A. 


It is with regret that we announce the sudden death 
on February 7th, at the age of 62, of Mr William 
Day, Junr., T.D., D.L., F.C.A., senior partner of ‘Messrs 
Day, Smith & Hunter, Chartered Accountants, of | 
Maidstone, Kent, and North Harrow. Mr Day 
qualified in 1920 and shortly afterwards began to’ 
practice at Maidstone; he was elected a fellow of the 
Institute in 1936. 

We have received the following appreciation of 
Mr Day from one who knew him well: 


‘For a lifetime full of activity Bill Day will be 
remembered and his loss mourned by his many friends 
both within and without the profession. No mere list 
of his interests would do justice to his undeviating 
devotion to many causes both public and private. 

‘Beside his professional activities he carried on an 
established family tradition of public service and had 
been a member of the Town Council of Maidstone for! 
many years, having held office om more than one 
occasion as Mayor, as had his grandfather and also his 
father who survives him. 

‘Equal to his interest in civic activities was his 
devotion to the Territorial Army of which he was a 
member from before the First World War until 1945. 
He served throughout both ‘wars at home and, 
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overseas and had long been a member of the Kent 
Territorial Army Association. In 1952 he was appointed 
a Deputy Lieutenant for the county. 

‘No brief reference to his activities would be complete 
without mention of his enthusiasm for sport of all 
kinds and in particular of Rugby Union Football. He 
was a player of some distinction, having represented 
his county in the game, and had been President of the 
Kent Rugby Union for two years. 

‘The other interests, particularly the many charitable 
and- voluntary appointments to which Bill Day gave his 
time and his ability, are too mumerous to mention, 
but those who have been privileged to know and to 


work with him will remember his shrewd judgment ` 


and unswerving insistence on matters of principle, 
tempered with a rare gift of humour which could on 
occasion produce the only solution to an apparent 


deadlock.’ 


Chartered Accountant Chairman of British 
Guiana Credit Corporation 

Mr Norman Duthie, LL.D.(GLAS.), J.P., C.A., senior 
partner in the firm of Mann, Judd, Gordon & Co, 
Chartered Accountants, of Glasgow, has been 
appointed chairman of the British Guiana Credit 
Corporation. The Corporation is one of the new 
organizations proposed by the International Bank to 
put into effect its five-year programme for the 
economic development of British Guiana. Mr Duthie 
arrived in the colony on January 31st. 


Under-Secretary for Finance, Ministry of: 
Works 
The Prime Minister has approved the appointment of 
Mr C. W. Reid, B.sc.(ECON.), A.S.A.A., as Under- 
Secretary for Finance for the Ministry of Works. 


~~. National (or War) Savings Certificates: 

} Inheritance 
[t is sometimes thought that savings certificates which 
ire specifically bequeathed in a will or form part of 
she residue, or which are left by a holder who has died 
ntestate, cannot be transferred but must be encashed. 
(his is not so, as they may be transferred, ‘with the 
upproval of the Postmaster-General, to the person 
beneficially entitled to their value. 

When any person inherits savings certificates which 
bring his holding in certificates above the various 
maxima laid down in the Savings Certificates Regu- 
lations he may hold the excess without becoming 
liable to any penalty, or to income tax in respect of 


his holding provided that, in the case of the Ninth. 


(current) Issue, he does not purchase, or have pur- 
chased for him, any further certificates while holding 
700 or More than 700 unit certificates of that issue. 
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Rise in Isle of Man Taxation 


The Legislative Council of the Isle of Man has 
adopted an Entertainment Duty Bill which imposes 
entertainment tax in the island for the first time, the 
rate, however, compared with the rest of the United 
Kingdom, will be low. The Bill is now to go to 
the House of Keys. 

Mr S. J. Kneale, the Manx Attorney-General, has 
stated that further new taxation is necessary to 
balance the island’s budget; this would include a 
change in income tax, an increase in motor-vehicle 
tax and the introduction of a stamp duty Bill. 


Official Receiver’s Sub-office for Exeter 


The Board of Trade announce that a sub-office to the 
office of the Official Receiver in Bankruptcy, 26 
Baldwin Street, Bristol, 1, is to be opened at 12 
Pennsylvania Road, Exeter. All bankruptcy and 
company (winding-up) matters arising in the County 
Courts of Barnstaple, Exeter, Taunton and Torquay, 
previously administered in Bristol, will, as from 


February 15th, 1954, be dealt with in the sub-office. 


Mr C. W. Sisman will continue to be the Official 
Receiver, and the Assistant Official Receivers will be 
Mr A. H. Horler and Mr P. W. Nunn. 


London and District Society of Chartered 
Accountants 


The first of a series of three lectures on retirement 
benefits will be given at a meeting of the London and 
District Society of Chartered Accountants in the 
Oak Hall of the Institute on Wednesday, at 6 p. M., 
when the speaker will be Mr T. A. E. Layborn, Cp, 
F.C.I.B., on ‘Alternative methods of provision’. ` 
The other lectures in the series will be given on 


‘Wednesday, March 1oth, by Mr F. Bower, C.B.E., 


M.A., on ‘Taxation of provisions and benefits’, and on 
Wednesday, April 14th, by Mr R. W. Foad, F.C.A., 
on ‘Accounting presentation of provisions and of 


funds’. 


- South-west London Discussion Group 


The South-west London Discussion Group of the 
London and District Society of Chartered Account- 
ants will hold its next meeting on Monday, March 
ist, at 6.45 p.m. for 7.15 p-m., at The Kingston Hotel, 

Kingston upon Thames, when there will be an open 
forum. A meeting of this nature is’ held once in each 
session, so that members of the group may raise 
matters for discussion which would not be sufficiently 
long to take up at normal meetings. Any member of 
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the London and District Society or Scottish 
© Chartered Accountant who wishes to attend, will 
be welcome at the meeting. 


Burnley Branch Chartered Accountants’ 
Society 
The sixth annual general meeting of the Burnley 
Branch Chartered Accountants’ Society was held at 
The Empress Hotel, Burnley, on January 29th. 

The committee was reappointed en bloc with the 
addition of Mr J. Wood, a.c.a. Mr T. Thornton, 
A.C.A., c/o George Pedley & Co, 8 Ormerod Street, 
Burnley, was reappointed Honorary Secretary. 

Mr E. Gordon Turner, M.C., F.C.A, Mr M. 
Wheatley Jones, B.COMM., F.C.A.. members of the 
Council of the Institute, and Mr J. Howard Bell, 
B.A., F.C.A., President of the Manchester Students’ 
Society, were guests at the dinner which followed. 
Also among the guests were Mr A. Bleazard, F.C.A., 
and Mr J. S. Walker, a.c.a., Chairman and Secretary 
respectively of the North Lancashire Branch of the 
Manchester Society of Chartered Accountants. 


Fleetwood Branch Chartered Accountants’ 
' Society 

The annual general meeting of the Fleetwood 
Branch Chartered Accountants’ Society was held at 
the offices of Messrs T. and H. P. Bee, 56 Adelaide 
Street, Fleetwood, on January 25th. 

The Society’s officers were re-elected en bloc as 
follows: 


Chairman: Mr J. Hopkinson, A.C.A. 

Hon. Secretary: Mr D. H. Preston, A.C.A., 30 Adelaide 
Street, Fleetwood, 

Committee: Messrs D, G. Bee, F.c.a., B. Green, A.C.A., 
T. Holden, a.c.a., T. Campsie, a.c.a., F. Wheatley Knowles, 
F.C.A., J. Turner, A.C.A., and H. Holden, A.C.A. 


The Chartered Accountant Students’ 
Society of London 


The following meetings of the London Students’ 
Society will be held during next week. 


Monday, 5.30 p.m.: Lecture, ‘On being audited’, by Mr 
E. H. Davison, A.C.A. (Chief Accountant, Courtaulds 
Ltd). Chairman: Mr W. E. Parker, C.B,E., F.c.A. (Hon. 
Auditor of the Students’ Society). 

Tuesday, 5.30 p.m., at the Library: Special debate for 
beginners; Motion: “That this house deplores the 
introduction of sponsored television in England’. 

Thursday, 5.30 p.m.: Debate on the motion “That the 
conquest of Mount Everest did not justify its cost’. 

Friday, I p.m.: Lunch-time discussion of study problems 
brought by students. 5.15 p.m.: Introductory course 
lectures on (1) ‘A summary of taxation’; (2) ‘The conduct 
of a typical case in the courts’. 
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Quality of Sheffield 

The first number of Quality of Sheffield, the new 
monthly official journal of the Sheffield Chamber of 
Commerce and Manufactures Incorporated, was 
published in January. In a message of greeting, the 
President recalls the Chamber’s pre-war publication, 
then known as Quality, and expresses the hope that 
the new journal will ‘fill a gap not only-in the city’s 
literature, but in the industrial and commercial 
literature of Great Britain,’ and thus endeavour to 
‘sell Sheffield to the world’. 


SEVENTY-FIVE YEARS AGO 
From The Accountant or FEBRUARY 15TH, 1879 


A leading article 
A Bulky Liquidation 


We should think that even the most violent hater of 
professional trustees would not rise from a perusal of 
the report of “Paterson v. Lloyd and others” with 
the feeling that the position of the liquidator in that 
case was a very enviable one. That gentleman recently 
found himself in the pleasing position of being the 
subject of a motion “for an attachment’, because 
having been required to “produce the books and 
papers of the Company,” he had failed to do sò. 
The reason for non-compliance had a sufficiency and 
fulness about it that went home at once to the héart 
of the Lord Chief Justice. The liquidator did not’ feel 
equal to the production of forty thousand books in 
court as a personal task, and as he had calculated that 
they would fill forty cabs, he was evidently under the 
apprehension that the police would make him 
responsible for “a block’? in Chancery-lane. As, 
moreover, the funds of the company were unequal 
even to the payment of the cab fares, the liquidato 
resolved upon the alternative of braving even g 
vague terrors of being “attached”. It would ] 
been an odd “‘attachment”’ that could have procee®® 
under such circumstances; and accordingly we find 
the Court of Queen’s Bench solving the difficulty in 
a common sense way, by declaring that as the 
mountain could not well be expected to come to 
Mahomet, Mahomet had better go to the mountain. 
We recommend this case to the consideration of those 
gentlemen who write so glibly about “irresponsible 
trustees” and their “untold millions” by way of 
wages. What would one of these theorists think a 
fitting remuneration for having to retire to bed nightly 
for an unlimited period with a “something on his 
breast” in the shape of forty thousand books? Would 
he be disposed to undertake the office in view of the 
brilliant prospect of “no funds in hand”, and not 
much likelihood of getting any? We trow not. 
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‘Taxation 193 
HE late Sir STAFFORD Cripps, when Chancellor of the 





T'ake-over Bids Debate 197 


Special Article 


Tax Incentives in Under- Exchequer, was convinced, like many others, that the 
SE Com present provisions dealing with the tax treatment of retire- 
F.R.Econ.S. op ment benefit schemes were in many respects unsatisfactory and 


anomalous. In August 1950 he appointed a committee, under the 


Weekly Notes chairmanship of Mr J. MILLARD TUCKER, Q.C., with the following 


Cost Accountants’ Examin- 


ations — Pool Betting Bill ~ terms of reference: 

» ‘The Atomic Energy Author- l i , 
ity — Industrial Output in (1) To review the income tax law relating to superannuation funds 
1953 206 and other arrangements, whether contractual or voluntary, for the 

provision, on retirement or death of persons holding an office or 

Kinance and Commerce 207 employment, of pensions or other benefits for those persons or their 

dependants. 

Correspondence (2) Generally, to review the law governing the treatment for income 
Stet ecg halve WA ta tard A tax purposes of payments made by, or for the benefit of, individuals 
buon lief — Ge with a view to providing for the individual in his retirement or old 
Organization- ‘Hospital age, or for his dependants after his death, and the treatment for 
Costing Returns’—National income tax purposes of sums received by way of such provision. 
Provincial Bank Ltd v. (3) To consider whether any amendment of the law in regard to 
EE SC these matters is necessary or desirable; and, in particular, to consider 

vr whether the scope of income tax relief in respect of payments of that 

‘Taxation Cases 211 


nature should be extended and, if so, in what circumstances and 
subject to what conditions, having special regard to the fact that 


Taxation Treatment of 


Provisions for Retirement contributory pensions schemes on the lines of those commonly 
Millard Tucker (No. 2) adopted by industrial concerns are not at present available to all 
Committee’s Report: Sum- persons holding an office or employment, and are not applicable to 

¥ mary of Recommendations 212 an individual carrying on a profession or business; and to report. 

Notes and Notices : The other members of the committee were Mr W. S. CARRING- 
The Institute of Chartered. _ TON, F.C.A., a member of the Council of The Institute of Chartered 
Accountants in England and í 
Wales: Associates elected to Accountants in England and Wales; Sir Joun J. Carer; Mr H. 
Fellowship and applicants Weston HOWARD, C.B.E., later succeeded by Mr R. A. KINNES; 
admitted to Membership ~ 
Personal - Professional Mr Grorce Woopcock, M.A., and Mr R. C. SIMMONDS, F.1.A. 
Note ~ The Hull, East York- Since then the committee has received a vast amount of evidence 
shire and Lincolnshire So- e s i e 8 
ciety of Chartered Account- from interested parties, some of which has been reviewed from time 
ants — Taxation Course ~ to time in this journal. Such a complicated subject could not be 
The Chartered Accountant ae ow j i e 
Students’ Society of London dealt with in a hurry — indeed, it is entirely beyond the compre- 
ean Institute of Municipal hension of many — and an early report was not to be expected. The 

reasurers and Accountants t í z 
- New Business Names _ report! was published last Wednesday, and even only a brief 
Registered in 1953 ~ examination of it shows that it has been well worth waiting for. 
Auction Sale Cancelled — ; ‘ i : ! 
Institute of Actuaries ~ Its 160 pages are packed with interesting and stimulating 
“Twenty-five Years Ago — 
_ Seventy-five Years Ago 216 facts and arguments. 


l It will be observed with general satisfaction that the numerous 

Che Institute of Cost and ` ~ recommendations, a summary of which we reproduce on other 

noe ee eee: pages, include a scheme for putting self-employed persons on a 
held in December 1953. 219 1 Cmd. 9063. H.M.S.O., 5s net, ss 3d post free. 
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comparable basis with employees who enjoy the 
benefits of a superannuation scheme provided by 
their employers. These, however, are only 
majority recommendations, two members of the 
committee having made reservations. 


Self-employed Persons 


The report classes with self-employed persons 
those directors and employees who do not enjoy 
the benefits of superannuation schemes of the 
ordinary kind, either because, in the case of 
directors, the law excludes them as being control- 
ling or part-time directors, or because the 
employer has failed to provide a scheme which 
takes advantage of the present generous tax pro- 
visions. The majority of the committee open a 
general survey of the problem with these words: 
"We accept as well-founded the assertion that 
persons falling within the classes now being con- 
sidered cannot now afford to set aside, out of their 
current earnings, sufficient to provide retirement 
benefits of the kind and on the scale afforded to 
ordinary employees who are members of a pensions 
scheme of the type capable of approval by the 

Revenue.’ 

The report recognizes that the quantum of 
benefits should be related to the standard of 
earnings reached at some time during working 
life. For the ordinary employee the standard is 
usually his earnings in the last years before retire- 
ment, i.e. normally his maximum earnings, and 
the permitted proportion of those earnings as a 
pension is two-thirds. 

It is'accepted by most members of the com- 
mittee that all but a small minority of the classes 
under consideration are unable to achieve this 
out of earnings and that such inability is due to 
the high rates of taxation which have obtained 
since the beginning of the war. 

In considering whether the present tax advan- 
tages enjoyed by employee members of super- 
annuation schemes ought to be extended to other 
classes of workers, the majority examined the 
principles lying behind such schemes and formu- 
lated them as follows: 

(a) Where an employee works for a business 

(or for the State, a local authority, or other non- 

commercial organization) for the whole, or at any 

rate a substantial part, of his working life, the 
aggregate remuneration payable to him for his: 


work can be spread, so that part of it will bei 
payable to him during his working years, another ; 
d 


j 
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part to him during his retirement years, and 
another part to his widow and dependent children 
after his death. ; 

(b) The exact method by which this spreading 
is achieved is really immaterial, provided the extent 
of the spreading is in each case reasonable having 
regard to all the circumstances of the case, and 
provided the method adopted is not capable of 
abuse from a taxation. point of view. 

(c) Taxation liability on the amounts so spread 
(and on any interest earned by them in the mean- 
time) should be postponed until they reappear in 
the form of a pension or other retirement or death 
benefit. 

(d) That should be so, notwithstanding that the 
employee still remains entitled to ordinary life 
assurance relief on any further savings he can 
manage to make out of his current remuneration 
in the form of life or endowment assurance. 

q 


The Proposals 


The majority then came to the conclusion that 

a case was made out for applying the same ter d 
principles to other workers, subject to such 
modifications as the differing nature of the cages 

might require. The precise recommendations are 

necessarily detailed and complicated. A summary 

of them is given on another page. Briefly, it is 

recommended that a self-employed person should 

be allowed full relief from income tax and surtax 

on premiums paid to a trust fund or an insurance | 
company to secure a life annuity to begin when 
he reaches 65, or any later age he may choose pep 
to 70. The corresponding ages for a woman would 
be Go and 65. The premium in any year would bey 
limited to a fixed percentage of the earnings of 
that year. Different percentages are proposed for’ 
different circumstances but in general the basic 
rate would be 12 per cent of earnings, where the 
benefits include a lump sum payable on death 
or breakdown before retirement; 10 per cent 
where they do not. 

These full percentages would apply only to the 
first £5,000 of earnings; they would be reduced 
by one-quarter for the next £5,000, and by one- 
half for any earnings over £10,000. This is a 
rough and ready method of excluding that part 
of a man’s earnings which may be regarded as. 
coming from the employment of capital assets 
rather than from his own exertions. The Board 
of Inland Revenue would have a discretion to 
waive the scaling down where they were satisfied 
that the capital asset element was absent, the 
taxpayer having a right of appeal to the Board of 
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-Referees. Remuneration received by a controlling 
director from an investment company would not 
qualify as earnings. 

_ The report very properly provides for an in- 
crease in.the basic maxima in favour of persons 
who have been members of the classes concerned 
in earlier years, excluding years before April 1939, 
when the burden of taxation was not so high. For 
each complete tax year between April 6th, 1939, 
and April sth, 1954 (assuming the recommenda- 
tions are adopted for 1954-55), during which the 
individual was in the appropriate class, the basic 
rate would be increased by 4/1oths per cent in the 
case of the 12 per cent rate, up to a total maximum 
of 18 per cent. For the ro per cent rate the 
increase would be 4/1aths per cent of earnings 
‘up to a total maximum of 15 per cent. Where the 
total earnings. exceeded £5,000 there would be 
provisions for scaling down these rates as already 
explained. If after April 1939 the taxpayer had 
en on war service so as to be prevented from 
carrying on his profession or vocation he would 
be\deemed nevertheless to have carried it on. The 
report makes no mention of the unfortunate 
person who, having been a member of a super- 
annuation scheme, has become self-employed at 
a comparatively late age and has forfeited his 
raccrued pension rights. Both equity and the 
‘desirability of encouraging initiative dictate that 
such a person should not be penalized. 







Exemption of Superannuation 
| Fund Income 
In order to maintain the principle that the 
build-up of retirement benefits should be tax- 
‘free, the majority go on to recommend that the 
income arising from the investment of permitted 
contributions should be exempted from tax. In 
the case of a deferred annuity policy with an 
assurance company this would mean exempting 
so much of the income of the assurance company’s 


annuity fund as relates to the policies and is ’ 


reserved for the policy-holders. In the case of a 
trust fund it will mean exempting the trust 
income from investments and deposits. Other 
income, such as underwriting commissions 
earned by the trust, would not be exempted, Any 
surplus funds would have to be absorbed by an 
increase in the annuity rates, otherwise the income 
from them would cease to be exempted. 
Representations were made to the committee 
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by the Life Offices Association and the Associa- 
tion of Scottish Life Offices, that part (say, one- 


fifth) of the permissible contiibutions should be 


available to provide a temporary life assurance 
cover for a lump sum until the retirement age 
was reached, such lump sum being receivable 
free of tax, notwithstanding that the premiums 
had been allowed in full. This would solve the 
problem of the man who wishes to ensure that 
his wife and children will be provided for in the 
event of his death before retirement. The com- 
mittee rejected the proposal but make the recom- 
mendation that the premiums on such a policy 
should rank for life assurance relief up to one- 
fourth of the permissible percentage of the 
qualifying earnings, even though this brought 
the total assurance premiums ranking for such 
relief above the present statutory maximum of 
one-sixth of total income. The committee were 
influenced in this matter by the fact that pre- 
miums for such assurance are comparatively small. 


Taxation of Benefits 
It is a corollary of the tax-free build-up of 
retirement benefits that the benefits themselves 
should in general be subject to tax. The scheme 
put forward by the majority of the committee 
contemplates a non-assignable and, in general, 
non-commutable deferred annuity to commence 


- not earlier than the retirement age, such annuity 


being treated wholly as income, albeit earned 
income. 

No one will quarrel with this general ‘propo- 
sition since it provides for the spreading of tax 
liability over the life of the taxpayer in a way 
which accords with reality. Moreover, the average ` 
rate of tax payable during retirement, other things 
being equal, will be considerably less than that 
paid before retirement and in both cases will be 
more nearly commensurable with (be: ability to 
pay. The man who is maintaining a standard of 


-living required by his business or professional 


status, and is meeting the maintenance and 
educational expenses of a growing family, has 
much greater demands on his resources than the 
man whose children have grown up and who 
spends his days pottering about a garden. 
Personal reliefs do go some way to mitigating 
these differences but they constitute little more 
than token assistance. 

- A scheme which entitles the taxpayer to convert 
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part of his annuity into annuities for his widow 
and children as from his death, should not, in the 
majority view, be excluded from ‘automatic 
approval by the Inland Revenue on that account. 
A condition allowing for the return of contri- 
butions and interest thereon in the case of pre- 
mature death or enforced retirement would be 
equally unobjectionable. In the case of incapacity 
through ill-health, however, the taxpayer would 
have to satisfy the Inland Revenue as to his bona 
fides. The committee recommend that the neces- 
sary investigation be carried out by the Ministry 
of National Insurance as having more experience 
of matters of this kind. Having satisfied the 
authorities, the taxpayer whose health had 
broken down could then take a reduced annuity, 
or a lump sum, or both in accordance with the 
terms of his particular scheme. 

Existing superannuation schemes in general 
provide for the possibility of part of the benefits 
being surrendered for a lump sum which is not 
taxable. Although this practice does not accord 
with the principle that all benefits should be 
taxed when the build-up has been exempt, never- 
theless it is now so well established that the 
committee did not feel able to recommend its 
discontinuance. If it is to continue in the case of 
employee superannuation schemes, logic dictates 
its application to the schemes now put forward 
for the benefit of other workers. Accordingly, the 
majority recommend that it be permissible for 
an approved scheme to pay up to one-quarter of 
the capital value of the benefits as a tax-free lump 
sum, but with an.upper limit of £10,000. Where 
one-quarter produces less than {1,000, that sum 
could be paid tax free. These maxima would 
apply to the cumulative benefits where the tax- 
payer was a member of more than one scheme. 
If after paying the £1,000 the value of the remain- 
ing benefits were not more than {500, that, too, 
could be paid as a lump sum but subject to tax. 


‘Top -Slicing’ 
Where a lump sum is subject to tax, the tax 
would be computed by the method known as 
‘top-slicing’. The recipient’s tax liability is 
worked out for the year in which the lump sum 
is received, on the basis that he had no earnings 
but received a full year’s payment of whatever 
pension the taxable part of the lump sum would 
have brought him. This notional pension is 
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treated as the highest slice of his income and the 
rate of tax applicable to that slice is the rate to be ' 
applied to the taxable part of the lump sum. 
Similar provisions for the taxing of lump sums 
from employee superannuation schemes are also 
contained in the report. 

The minority view on the question of self- 
employed persons and the like, put forward by* 
SIR JOHN CATER and Mr GEORGE WOODCOCK, is 
that the case for a general system of tax reliefs is 
not made out. They suggest that the present 
rate of life assurance relief on premiums paid by 
self-employed persons to secure retirement bene- 
fits should be increased from tax on two-fifths of 
the premiums to tax on two-thirds. They also 
propose that the special tax treatment now 
accorded to employee superannuation funds% 
should be extended to similar funds set up by 
professional associations for their members. The 
minority make the point that ‘the persons con 
cerned usually possess capital assets which are. 
the subject of untaxed capital appreciation and 
are available for conversion into cash ‘on 
retirement. d 

The majority were not satisfied that this was 
so, and pointed out that a very high proportion 
of self-employed had comparatively small in- 
comes. Many employees are equally possessed 
of valuable capital assets and in any case the 
majority were opposed to any sort of means Jet 
as a condition precedent to tax reliefs. 

Purchased Annuities 

Another source of general satisfaction with the 
committee’s report is the recommendation that 
the capital portion of a purchased annuity 
should cease to be subject to tax. Indeed, it is 
remarkable that this anomaly should have been 
allowed to persist so long. The new relief would 
not of course apply to annuities paid under 2 
superannuation scheme, nor would it apply to 
annuities where the purchase money had been 
allowed as a trading expense, as where the pur- 
chase of annuities forms part of a trade. 

We cannot conclude this article without paying 
tribute to the authors, not only for a most careful 
examination of an extremely difficult and compli- 
cated subject, but for a masterly summing-up ol 
the present law and practice, without which the 
proposals made would necessarily be much 
harder to understand. 
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TAKE-OVER BIDS DEBATE 


HE statement by the CHANCELLOR OF THE 
EXCHEQUER was Clearly the most important 
feature of the House of Commons debate 
on take-over bids on February 11th. The dis- 
cussion ran alorig a well-worn party groove and 
added little to the information or the views 
previously made known on this subject. The 
Opposition resolution called for the setting up of 
a committee of investigation. That is an approach 


which, as the speeches showed, had the advantage , 


of permitting an alleged evil to be flayed without 
imposing on the critics the task of being specific 
in suggesting remedies. The evils indicated by 
supporters of the motion as flowing from take- 
over bids included the encouragement of higher 
distributions by way of counter measures from 
threatened boards, and the scooping of large 
Yntaxed capital gains by speculators who owe no 
gesend towards the industry in which they 
, temporarily interesting themselves. It may 

well be, however, that when in the course of the 
debate an Opposition member remarked — 

‘these take-over bids do not so much reveal any 

evil in themselves but rather the danger inherent 

in a pattern of society in which they are... the 

rottenness of some of the fruit of this tree is born 

out of the fact that the roots of the tree are rotten’ 

heswas getting nearer to the kernel of the motion. 
Likewise, belief in the soundness of the present 
“economic system is the mainspring of the ex- 
pressions of opinion which came from the 
Government benches. | 

The controversy between socialist and capitalist 
is not one on which we are called upon to state a 
view. It may be recalled, however, that the con- 
troversy over take-over bids started in industrial 
and financial circles where the ousting of settled 
managements was regarded with distaste and the 
prospect that a healthy business might be ‘gutted’ 
in order to provide a quick capital profit was a 
cause of apprehension. As far as the latter aspect 
is concerned, most people will share the instinct 
of the CHANCELLOR OF THE EXCHEQUER who said: 

‘I‘dislike every type of spiv who gets something for 
_ nothing, however he gets it.’ 
But, though he admitted that there had been 
abuse, he emphasized that the Government had 
no evidence of ‘widespread plundering or 
destruction of businesses’, 


The hint which Mr BUTLER threw out on the 
tax question will set people guessing. He merely 
said: . | 

“This whole question is under the closest possible 
réview, not only in regard to the personal activities 

-of certain people, but also in regard to any policy 

‘which might have to be adopted to deal with them.’ 
But he indicated that on account of the impending 
Budget he could not go into detail, and one is 
left wondering whether the next Finance Act is 
to add a fresh patch of complex pattern to the 
income tax net. He also made it clear that, 
although a request for a Board of Trade inquiry 
into the affairs of Savoy Hotel Ltd had been 
withdrawn, the President of the Board of Trade 
might act proprio motu. 

Expressing himself generally, Mr BUTLER said 
that the view of the Government was that ‘ad- 
venture of the proper type should be encouraged’ 
while ‘adventure of an anti-social type with a 
view to speculative profit for one’s own personal 
self without proper regard for the company’ 
should be discouraged and even prevented. As 
they stand, these admirable sentiments will 
doubtless command general assent, but when it 
comes to defining what is ‘proper’ adventure and 
what is ‘anti-social’ one finds that settled manage- 
ment develops a radically different approach 
from outside ‘raiders’. A proposal to develop an 
hotel building as an office block was viewed by 
the Savoy directors as almost sinful. 

If there is one thing which the recent offers 
have laid bare, it is the hardening of opinion 
against the view that directors in office are 
sacrosanct merely because they have been in 
office for a long time. It may well be that the 
recent wave of take-over bids is ironing itself 
out. In this matter frankness is the best defence, 
and as the technique of the bidders has become 
known, directors have been forced to take share- 
holders more into their confidence. In the past, 


as long as their dividend has not actually been 


reduced, shareholders have been content to ask 
no questions. If the recent operations have re- 
minded directors of the ultimate power of a 
majority of shareholders and have thus increased 
their sense of duty towards them, they will have 
done much to restore the vigour of the system 


of joint-stock enterprise. 


k 
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TAX INCENTIVES IN UNDER-DEVELOPED 
TERRITORIES 


‘by E. B. NORTCLIFFE, B.Com., F.R.Econ.S. 


The United Kingdom practice of relieving double taxation by means of tax credits, 

rather than by exemption, renders ineffective many of the tax incentives offered to 

new industries by under-developed territories. This article illustrates the extent 

and variety of the incentives now employed, and points to the conclusion that 

unilateral exemption is probably a more suitable policy for the United Kingdom to 
adopt, than negotiation of a further series of bilateral agreements. 


1, The first report of the Royal Commission 
on the Taxation of Profits and Income recom- 


mended that the United Kingdom Government ` 


be authorized by statute to enter into special 
agreements with other countries for the purpose 
of making fully effective the ‘pioneer industries 
concessions’ made by under-developed terri- 
tories. In the following paragraphs some indica- 
tion is given of the variety and extent of tax 
reliefs offered in order to attract new capital and 
enterprise, together with sufficient description of 
the nature and weight of direct taxation in the 
territories to show the value of the reliefs. 


Nigeria 

2. The Nigerian tax system is based on that 
of the United Kingdom. Individuals pay tax on 
total income, after personal allowances, by refer- 
ence to a progressive scale, but there are no sur- 
charges or reliefs according to the nature of the 
income. Unlike that of the United Kingdom, the 
Nigerian tax scale is a single unbroken one, 
rising from a minimum charge of 43d in the £ to 
15s on chargeable income in. excess of £10,000. 
The rate of tax payable by companies (gs in the 
£) is relatively high, and following the United 
Kingdom model, this rate is deducted or deemed 
to be deducted from dividends. 

3. In 1952, the Pioneer Industries Ordinance 
attracted a great deal of attention, but there has 
been little indication in the official gazettes 
since then that many industries, or companies 
within industries, are applying for pioneer treat- 
ment. The tax advantage offered to a company 
formed to operate a new factory or mine in 
Nigeria is complete exemption from tax on the 


profits of the first five years when capital expendi-. 


ture exceeds £100,000, three years when capital 
- expenditure is £15,000-{100,000, and two years 
for capital expenditure of less than £15,000. 
‘Profit’ for this purpose means profit without any 
deductions for depreciation of fixed assets. De- 
preciation for tax purposes begins after the end 
of the tax holiday. Profits for which exemption ig 


? 
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granted are carried to a special account from 
which dividends may be declared which are 
exempt from tax in the hands of the shareholders. 
4. A useful form of tax relief for expansion’ 
and re-equipment of businesses in general in’ 
Nigeria is the marked acceleration of deprecia- 
tion allowances for tax purposes introduced in- 
1952. An initial allowance of 40 per cent has been 
introduced for plant and machinery of all kinds, 
in addition to the normal wear and tear allowanc 
in the first year. An initial allowance of 25 Es 
cent is given for expenditure incurred by busi- 
nesses on the erection of buildings of all kinds, 
whether industrial, commercial or residential. In 
addition, the rate of annual wear and tear allow- 
ance for all buildings is increased to 10 per cent 
of the residual value, compared with 4 per cent 
for industrial and 2 per cent for other buildings 
previously allowed. Depreciation allowances fo 
expenditure on acquiring and searching fo 
mineral deposits, and on mining works, 
made subject to a minimum of 15 per cent 
residue of expenditure, and an initial allowance 
of 25 per cent is granted for new outlay. S 


Gold Coast 


5. The Gold Coast tax system follows closely 
that of Nigeria. The rate of tax on companies 
(gs in the £) is the same, but personal taxes are 
one-third lower than Nigeria up to. £4,000 
chargeable income, after which the rates rise 
steeply to rr 6d in the £ on income over £10,000. 

6. Pioneer industries relief of substantially the 
same character as that in Nigeria is offered tc 
companies erecting new factories, and the same 
acceleration of depreciation for tax purposes was 
introduced in 1952, except that initial allowances 
for buildings and mining expenditure are only 
10 per cent and 20 per cent respectively, com- 
pared with a common rate of 25 per cent in 
Nigeria. 








Sierra Leone and Gambia 


o, The remaining British West African colonies 
have so far offered no special tax inducements tc 
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businesses to expand or introduce new activities 
in either the industrial or commercial fields. In 
view of this absence of inducements, the rates 
of tax appear extremely high. In Gambia, com- 
panies pay ros 3d in the £, and in Sierra Leone 
gs in the £. 

As far as individuals are concerned, Sierra 
Leone taxes are roughly equivalent to those of 
the Gold Coast up to £2,000, and Gambia com- 
pares favourably with Nigeria up to £1,000. 
After these levels, the scales of both territories 
gallop away to outstrip even Nigeria, subject, 
however, to the same maximum rate of 15s at 
the ends of the scales. 


British East Africa 


8. It cannot be said that the East African 
territories offer any special encouragement to 
new capital and enterprise, other than relatively 
low rates of tax compared with most British 
colonies. In Kenya, Tanganyika and Zanzibar, 
fhe rate of tax on companies is 5s, and in Uganda 
thle rate is only 4s. 

. The territories have copied closely the 


modest inducements of the United Kingdom. 


Income Tax Act, 1945, providing for a 20 per 

cent initial allowance for plant and machinery, 
1o per cent initial allowance for industrial build- 

ings, and 2 per cent annual allowance on the 
rime cost of such buildings. 


Belgian Congo 


"se The Belgian Congo encourages develop- 
ment! in the extractive and manufacturing in- 
slustries, by attaching substantial tax benefits to 
invested capital. The basic rate of tax on com- 
pany profits is low at 25 per cent, but even lower 
rates apply to profits not exceeding the first 
15 per cent of invested capital, i.e. 


Tax rate 

On profits within the range: Per cent 
o § per cent of invested capital .. Io 
5-10 =»; i we. I5 
IO-15 e e 20 


This relief is not allowed to foreign companies 


operating in the Belgian Congo through branch ` 


establishments. It does, however, materially 
‘educe the underlying tax on profits of locally 
‘egistered subsidiary companies. Dividends pay- 
ble by Belgian Congo companies are subject to 
a withholding tax of 15 per cent. 
rt. Further encouragement to expansion and 
re-equipment of. businesses has been given by 
provisions for revaluation of fixed assets, which 
go some way towards permitting the building up 
of tax-free reserves for replacement of assets at 
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currently inflated prices. In addition, voluntary 
acceleration of depreciation for tax purposes is 
possible, the taxpayer being allowed to use any 
rate he wishes for particular items or classes of 
asset, subject to the overall depreciation claim 
in any year not exceeding 10 per cent of the 
overall prime cost of the buildings, plant and 
machinery in use. 
French Equatorial Africa 


12. The burden of direct tax on profits in 
French Equatorial Africa is relatively light, but 
the final assessment is reached only after applica- 
tion of a most complicated rate structure. The 
principle underlying this structure appears to be 
discrimination against commercial profits‘as com- 
pared with profits from industrial activity, and 
discrimination against companies. 

13. The basic rates of schedular tax for profits 
of private individuals are as follows: 


Moyen Oubangui- 
Congo Tchad Gahon Chari 
Per cent Per cent Per cent Per cent 
Commercial profits (pur- 
chase and sale without 
changing the form of 
the goods, insurance, 
banking, transport, let- 


ting property) ex. . “20 22 22 20 
Other profits (mainly in- 
. dustrial) S ege ZER 18 20 22 
The corresponding rates for companies are higher: 
Commercial profits 27°5 275 27 27°5 
Industrial profits o> 24 22°5 25 27 


to which must be added (in the case of companies only) 
communal surcharges on the tax not exceeding: d 
10% 


. A> 5% 2% 

14. In all territories, a rebate of tax is allowed 
on profits not exceeding 10 per cent of the capital 
employed in the business. For commercial activi- 
ties the rebate is 40 per cent of the tax otherwise 
payable on that amount of profits, and for in- 
dustrial activities the rebate is 60 per cent. 

15. A further rebate may be obtained on an 
amount of profits equal to expenditure incurred 
on new buildings and plant under an investment 
programme which has secured the prior approval 
of the authorities. The rebate may be taken on 
the profits of all or any of the four years following 
approval of the programme, and is 40 per cent 
of the tax otherwise payable in the case of invest- 
ment in commercial property and dwellings, or 
50 per cent for industrial investment. ` 

16. A dividend tax of 13 per cent is payable by 
withholding at the source when company profits. 
are distributed, but it is interesting to note that 
the rate is specially reduced to x per cent for 
distribution in the form of bonus shares by An. 
corporation of reserves in capital. The encourage- 
ment to expand and re-equip enterprises, especi- 
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ally in the industrial field, is therefore carried 
through to the proprietors. Investment by foreign 
enterprises receives the same encouragement as 
local capital, and there is an additional advantage 
from operation through a branch in the territories 
in that no distribution tax is payable on branch 
profits remitted or credited to the foreign 
principal. 

17. In common with Metropolitan France, the 
French Equatorial territories have permitted 
the revaluation of buildings, plant and machin- 
ery, investments, stocks, and foreign currency 
balances, by means of coefficients which have 
been progressively raised since 1949 in parallel 
with the fall in value of the currency. By this 
means, the taxation of capital profits arising on 
inflation has been avoided, and tax will not be 
claimed even at the end of the life of the business 
provided the revaluation surplus has been incor- 
porated in capital. 

18. The extensive reliefs for business enter- 
prises in the direct tax field are somewhat miti- 
gated by the traditionally high burden of indirect 
taxes, which cannot always be passed on to the 
consumer. There is a turnover tax of 3 per cent 
(5 per cent in Oubangui-Chari) at each: point of 
sale, increased by local surcharges for. the com- 
munes and chambers of commerce, "A wages tax 
is payable by employers, being 2 per cent of 
the pay-roll in Tchad and Gabon, 3 per cent in 
Moyen Congo, and 4 per cent in Oubangui- 
Chari. There is also a wide range of specific 
patentes and licences payable according to the 
nature of the particular business. It is also to be 
noted that the full schedular rate of tax is pay- 
able on that part of business profit which repre- 
sents the annual value of property. 


French West Africa 


19. In most of the French West African terri- 
tories (Guinée, Soudan, Niger, Côte d’Ivoire, 
and Mauritanie) the rate of tax on industrial 
and commercial profits is 18 per cent for private 
individuals and 224 per cent for companies. 
The rates in Sénégal and Dahomey are higher, 
being 20 per cent and 25 per cent respectively. 
Tax at the rate of 16 per cent (18 per cent in 
Dahomey) is deducted from dividends of local 
companies, reduced to 5 per cent for incorpora- 
tion of reserves in capital. 


Relief by Exemption 


20. Tax reliefs for new investment are care- 
fully designed to encourage industrial rather 
than commercial activity. In the first place, 
profits earned during the first five years of pro- 
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duction in a new factory are completely exempt 
from tax. The exemption applies to factories com- 
pleted after January rst, 1952, under a scheme! 
for the industry approved by the Government 
under its investment plan. A special transitional 
provision grants exemption for the five years 
1952-56 for similar factories erected between 
January 1st, 1947, and December 31st, 1951. 

21. Industrial expansion and re-equipment 
within the framework of the investment plan 
(other than complete new factory units) is en- 
couraged by relief from tax on profits invested 
in new buildings and improvements to buildings, 
plant and machinery for industry, mines, agri- 
culture and forestries, transport of all kinds, land | 
for building development, and shares and loans, 
of certain property companies. The investment 
programme must be approved by the authorities 
and the investment must be completed by the 
end of the third calendar year after its presenta- 
tion. The tax relief takes the form of exemption 
from tax on either one-half of the investmen¢ 
during the year or one-half of the profits, which- 
ever is less. The relief operates for the four years 
following presentation of the programme, and if 
in any year relief is restricted to one-half the 
profits, the balance may be carried forward and 
added to the next year’s investment (if any) 
qualifying for relief purposes. The limitation of 
relief to one-half of the profits is waived in th 
case of investment in shares or loans issued b 
certain property companies and public depart 
ments engaged in building workers’ dwellin 


Other Reliefs ! 4 


22. French West Africa has not followed the, 
metropolis and Equatorial Africa in permitting 
general revaluation of assets, but there are two 
important provisions of a special nature which. 
are designed to remedy the worst effects of 
inflation. The first provision permits the creation 
of a reserve for renewal of plant and equipment. 
The ultimate reserve is the difference between 
original cost and replacement cost. In the absence 
of satisfactory evidence, replacement cost may be 
determined by applying currency coefficients to 
the original cost. (The official maximum co- 
efficients are based on a scale starting at 100 in 
1930 and rising to 1,800 in 1953.) At the end of 
any year the permitted reserve for any item is 
that proportion of the total possible reserve 
which years of life to date bear to total estimated 
life. At the end of estimated life, a further period 
of five years is allowed for actual replacement, 
failing which the reserve is taxed. The law itself 
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provides for a broad view of the meaning of 
‘replacement’, and avoids undue. rigidity in 
appropriating the reserve to replacement of 
particular items. 

23. The second important relief of a general 
nature permits the creation of reserves for 
renewal of essential base stocks. The amount 
which may be allocated to the reserve each year 
is the amount by which the closing value of base 
stocks exceeds the opening value. A negative 


difference involves release to taxable profits of - 


any previously created reserve. Values of raw 
materials are determined according to official 
market prices, but for finished and semi-finished 
goods closing stocks are valued by applying 
published indices to the original cost of the base 
stock. For the purpose of these reserves, essential 
base stocks are deemed to be six-tenths of 
average raw material stock quantities at the end 
of 1950 and 1951, and six-tenths of average stock 
values at the end of those years for finished and 

mi-finished goods. The facility to create these 
reerves was introduced only in 1952, and its 
effectiveness in the first year was reduced by the 
temporary depression in certain commodities, 
notably textiles, involving replacement indices of 
less than unity. 

24. A new provision of a minor character in 
the French West African law permits a business 
to claim double the normal depreciation in the 
first year on any plant or equipment acquired 
after December 31st, 1951, which is used for 


industrial, transport or agricultural purposes, and . 


has a normal useful life exceeding five years. 
"This is, of course, merely accelerated deprecia- 
tion along the same lines as the initial allowances 
familiar in the British Commonwealth. 


Indirect Taxes 


25. Asin French Equatorial Africa, the autho- 
rities rely on indirect taxes for a large proportion 
of their revenues. In West Africa, however, the 
transactions and turnover taxes have been con- 
verted into single-point taxes. The federal trans- 
actions tax is now 6 per cent on imported and 
locally manufactured goods for home consump- 
tion, 4 per cent on goods for export, and 3 per 
cent on services. To thesé rates must be added 
the turnover taxes due to the local authorities 
which are generally 25 per cent of the federal 
tax. Patentes and licences are heavier than in 
Equatorial Africa, being compounded of a fixed 


charge and a proportional tax on the rental value . 


of the business property. Schedular income tax 
is also payable in full on the rental value of 
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property without any of the reliefs to which 

reference has been made earlier, and property 

owned by companies is further burdened by a 

surcharge of 50 per cent on the income tax as a 

‘taxe de biens de mainmorte’, representing com- 

pensation to the Revenue for loss of gift and 

death duties. 
India 
26. The Indian picture is inevitably coloured 
by the high rates of direct tax on profits, and a 
tendency to discriminate against the foreign 
investor. The basic rates of income tax and super 
tax on the profits of an Indian company amount 
to 43:4 per cent, of which 20-1 per cent is 
effectively recoverable from dividends as in the 
United Kingdom. Foreign companies pay income 
tax and super tax of 52-8 per cent or 55-9 per 
cent on profits according to whether they are 
public or private companies, and 27-5 per cent 
or 40°3 per cent super tax on dividends from 
shares in Indian companies. Non-resident indi- 
viduals are liable in the first place to income tax 
and super tax of 45-9 per cent on all kinds of 

income, subject to claiming reassessment on a 

world income basis. 

27. The heavy basic tax burdens are, however, 
mitigated by four different methods of relief for 
development, expansion, and re-equipment of 
industry: 

(1) An income tax rebate of 6-25 per cent of un- 
distributed profits (after deducting tax) is given 
to Indian companies. The relief is taken away 
by means of a distribution charge if the profits 
are subsequently distributed. 

(2) Depreciation is allowed on all classes of fixed 
assets used by businesses. The basic rates are 
closely related to normal working life, but 
allowance for tax purposes is accelerated by — 
(a) Additional allowances for shift working. 
(b) An initial allowance of 15 per cent for 

buildings, the erection of which is begun 
and completed between April rst, 1946, 
and March 31st, 1954. 

(c) An initial allowance of ro per cent for other 
buildings. 

(d) An initial allowance of 20 per cent for 
machinery and plant. (Initial allowances are 
not deductible from the written-down value 
for the purpose of normal wear and tear 
allowances.) i 

(e) Double the normal rate of wear and tear 
allowance for the first five years for build- 
ings, machinery and plant erected or in- 
stalled after March 31st, 1948, subjéct to 
termination of double allowances in any. 
event in 1958-59. 

(3) Complete exemption from tax is granted for 
five years on profits equal to 6 per cent of the 
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capital employed by new industrial under- 
takings which begin production between April 
rst, 1948, and March 31st, 1954. The under- 
takings must be entirely new and employ ten 
or more workers using power, or twenty or 
more workers operating without the aid of 
power. No tax is payable by the shareholders 
on. dividends paid out of the profits of a com- 
pany which are exempt from tax under this 
provision. 

The effectiveness of the exemption is un- 
fortunately diminished by the tendency of 
initial allowances to reduce the profits as 
measured for tax purposes below 6 per cent of 
capital employed in the early years of a new 
business. 

(4),A company is exempt from super tax on divi- 
dends received from an Indian company 
formed after March 31st, 1952, to engage in 
certain specified basic industries. A similar 
exemption applies to dividends from new 
capital raised by existing Indian companies 
after February 28th, 1952, for the purpose of 
setting up a new unit or expanding a unit of 
such an industry. 


Pakistan 


28. At the time of partition in 1947, the 
Pakistan authorities continued to operate the 
Indian Income Tax Act within the new autono- 
mous territories, and have maintained sub- 
stantially the same system since then. The weight 
of tax is even heavier than that in India, however. 
The business profits tax, discontinued by India 
on March 31st, 1949, remains in force in Pakistan. 
The tax is payable at the rate of 162 per cent on 
profits exceeding 6 per cent of capital and re- 
serves, subject to a minimum abatement of 
Rs1,00,000 for a company, sole trader, or firm 
with two partners, Rsr,50,000 for a firm with 
three partners, ana Rs2,00,000 for a firm with four 
or more partners and for a Hindu undivided 
family. 

29. Income tax and super tax payable by a 
Pakistan company amounts to 43°8 per cent of 
profits after deducting business profits tax, but 
25°5 per cent of this is effectively recoverable 
from dividends. Foreign companies suffer income 
tax and super tax of 50 per cent or 56-2 per cent 
on profits according to whether they are public or 
private companies, and 27:3 per cent or 36-4 per 
cent super tax on dividends from shares in 
Pakistan companies. In addition to the above 
taxes on company profits, a public company or a 
wholly-owned subsidiary of a public company, 
is liable to pay additional super tax on that part 
of its profits which is distributed. The additional 
super tax does not apply so far as distributions 
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are less than 30 per cent of the profits, or 5 per 
cent of capital and reserves. So far as distribu- . 
tions exceed these limits a progressive scale 
applies, and on distributed profits in excess of 
5o per cent of total profits the additional rate of 
super tax is 43:8 per cent. 

30. The scale of personal tax rates is roughly 
the same as that of India, but in the highest 
ranges of income falls below the Indian level. 
The highest rate of 78 per cent is payable on 
income over about £27,000, whereas the highest 
Indian rate of 82 per cent applies above 
£11,250. 

31. Concessions to new industries and de-' 
veloping industries take much the same form as, 
in India. There is the same acceleration of de-! 
preciation for tax purposes. There is similar 
income tax and super tax relief for new industrial, 
undertakings, save that the exemption is limited 
to 5 per cent of capital invested, and the under- 
taking must employ more than fifty persons and 
use either electrical or mechanical power. 
Pakistan the relief applies to undertakings 
up between August 15th, 1947, and March 34st, 
1955, and an undertaking which qualifies/ for 
the relief is granted complete exemption trom 
business profits tax after March 31st, 1951. 

32. There is no income tax relief for undis- 
tributed profits of companies in Pakistan, and ay 






exemption from company super tax on dividends 
from approved industrial companies. Individuals 
however, may claim exemption for income ta 
and super tax on amounts subscribed for shafes 
in companies engaged in approved industrial 
undertakings. The ‘exemption is restricted, how. 
ever, to 20 per cent of the first Rs1z,00,c00 of 
income and ro per cent of the balance of total 
income. 


3 







Ceylon 


33. The taxes on companies in Ceylon consist 
of a business profits tax of 25 per cent on profits 
exceeding 6 per cent of capital employed, and 
an income tax of 34 per cent recoverable from 
dividends. Foreign companies pay an additional 
6 per cent income tax on profits and on dividends 
received from Ceylon companies. 

34. Provision was made in 1951 for the profits 
of certain companies to be exempt from tax for 
a period of three years. The companies which! 
may be granted this benefit are those in the 
formation of which the Government of Ceylon 
has participated and to which it has made a 
contribution of capital. In addition, new industrial 
undertakings using electrical or mechanical 
energy and employing more than twenty-five 
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Busy men know that half an hour with a 
SUMLOCK consultant is time well spent. 
Because figuring the SUMLOCK way can, 
transfer a load of routine office work from 
senior executives to junior staff —and with 
absolute safety / 


ALWAYS SEE THE MAN FROM SUMLOCK! 


SUMLOCK LIMITED, 1 Albemarle Street, London, W.1 
Telephone: HYDe Park 1331 ` 


Branches in: Belfast, Birmingham, Bristol, Cardiff, Glasgow, Leeds, Kette, 
Liverpool, Manchester, Newcastle, Nottingham, Sheffield, Southampton. 
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Speedograph Accounting 


X supersedes Sales, Purchases, Nominal and 
Private ledgers, Sales and Purchases day 
books, journals for special purposes and all 
filing and housing for them. 

zk gives full financial survey at a glance. 

y% produces analysed and agreed figures as a 
matter of simple everyday routine. 

%* provides Trial Balance DAILY -or when- 
ever you want. , 

zk cuts work by 60-75 per cen 

% costs little: yields 100 per cent satisfaction 
all the time. 


INQUIRE, NOW ~ it will pay youl 


Speedwork Systems Ltd 
31 Cricklewood Broadway, London, NW2 
Telephone: GlAdstone 6615 
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SOME WRITINGS AND SPEECHES 
Edited by Lady Plender 


The late Lord Plender was an acknowledged leader of ; 
the accountancy profession, and his great.influence ex-. `. 
tended far into the world of finance and industry. He had 

a special concern for youth, and his interest in education, 
both within the profession and outside it, was outstand- 

ing. He was a Governor of one of the leading public 
schools and of a city college. The wide range of his 
speeches and addresses is reflected in the selection re- 
produced in this volume which Lady Plender dedicates 

to his memory. Lord Plender’s utterances bear the mark 

of his exceptional felicity of expression and the accuracy 

of his thought. They make attractive reading, interpret- 

ing as they do the conditions of business life of more. 

than one generation. 
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make no mistake... 


For many years Monroe Adding-Calculators 
have been the basis of mechanisation in 
enterprising British offices. Now, for the 
first time, S Monroe adding-listing 


machine is also available. More than 


2,000,000 are in use in the U.S.A. The 





wealth of experience gained in the world’s 
most competitive market has been packed 
into the design of Monroe’s first sterling 


currency model. : 


make no mistake... 


The introduction of the Monroe 400 
adding-listing machine brings another big 
segment of your ‘business figuring within 
the scope of fast, efficient Monroe mech- 
anisation. Latest and best, even by 
exacting Monroe standards, it combines 


easy, smooth operation with unlimited 





flexibility and astonishing speed. The 
Monroe 400 is not merely an improved 
adding-listing machine—it’s a revolution 


N, / 


and a revelation. 


make no mistake... 





Top: The CSA-10, one of the 
‘range of nine calculators de- 
signed by Monroe to meet 
every need. Send for brochure 


make yours a 


on business figuring ‘ Demands 





of a changing market '', 


Below: “The 400, a brand new 


MONROE CALCULATING MACHINE COMPANY LIMITED N nai ea 
10-11 ALBEMARLE STREET, LONDON, Wl. GROsvenor 7541 i 


Send for brochure. 


Branches in Birmingham S Cardiff d Glasgow . Leeds s Manchester and Newcastle 
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persons, set up between April ist, 1951, and 
_ March 31st, 1954, are entitled to exemption for 


three years from tax on profits not exceeding. 


5 per cent of capital employed. Dividends paid 
during this period are exempt in the hands of 
shareholders in the same proportion as exempted 
profits bear to total profits. 


British West Indies 

35. The British West Indian colonies rely on 
direct taxes for a considerable proportion of their 
revenues, the rates of tax on companies, for 
example, being generally 7s to 8s in the £. In 
consequence, it is possible to grant appreciable 
inducements to industrial development by means 
of relief from taxes on profits. Almost all the 
colonies have taken steps to attract new industries 
by means of such reliefs. The methods of relief 
‘fall into two main groups. Trinidad, followed by 
Antigua, Montserrat, St Kitts, British Guiana, 
St Vincent, and Grenada, offer complete exemp- 
tion of profits for the first five years. Jamaica, 
‘Barbados, British Honduras, and St Lucia permit 
the whole of the capital expenditure incurred to 
be written off for tax purposes during the first 
five years in lieu of the normal depreciation 
allowances. 

36:,The Trinidad method offers the more 
permanent benefits. It applies to any enterprise 
establishing an approved new factory for the 
manufacture of products in an industry which 
the Governor in Council declares to be a pioneer 
industry. The profits of such an enterprise are 
exémpt from income tax for five years from the 
date production begins, and the profits so exempt 
‘are calculated without any deduction..for wear 
and tear of plant, machinery and buildings. 
Normal wear and tear allowances begin after the 
end of the tax holiday. During the tax holiday 
period and the following two years, dividends 
paid out of company profits arising during the 
holiday period are exempt from tax in the hands 
of the shareholders. In addition to the income 
tax reliefs, a pioneer enterprise may import 
building materials, plant and machinery for the 
new factory free of customs duty. 

37. The Jamaican model for pioneer dae 
relief is a special form of accelerated deprecia- 
tion. The relief applies to-an enterprise establish- 
ing a new factory in an industry which the 
Governor declares to be a pioneer industry. In 
each of any five of the first eight years from com- 
mencement of production, the enterprise may 
deduct from profits for tax purposes one-fifth of 
the capital expenditure incurred on construction 
and equipment of the pioneer factory. If an 
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amount so deducted in any year is distributed to 
the shareholders within two years after the end 
of the year of assessment, the distribution is free 
of income tax and surtax. Materials and equip- 
ment for a' new factory may be imported free of 
tonnage tax and customs duty. 

Many of the colonies provide for initial allow- 
ances for expenditure on new buildings, plant 
and machinery. These allowances represent an 
additional inducement to new industries in 
Trinidad, and other colonies where depreciation 
is allowable after the end of the tax holiday. In 
Jamaica and British Honduras, they are merely 
an alternative form of accelerated depreciation. 


Philippines 

38. In 1946 the Philippines introduced a law 
(Act No. 35) providing for exemption from all 
internal revenue taxes for any individual, firm 
or corporation engaging in an approved new and 
necessary industry. ‘The exemption applied for 
four years from the date of formation of the 
enterprise. 

39. It is now reported that under a new Act 
(No. gor), the exemptions are to be extended. 
An enterprise qualifying as a new and necessary 
industry will be entitled to total exemption until 
December 31st, 1958, go per cent exemption in 


"1959, 75 per cent in 1960, 50 per cent in 1961, 


and 10 per cent in 1962. The value of these 
reliefs to companies must be judged in relation 


_to the low basic rate of tax (16 per cent). 


* Cuba 


40. In 1945 Cuba introduced concessions to 
‘new industries’, described as industries which 
convert raw materials into manufactured or semi- 
manufactured goods which were not previously 
produced in Cuba, 

41. The decrees provide for exemption from 
import duties and taxes for constructional 
materials, plant and equipment for a three-year 
period, and similar exemption for raw materials 
for a ten-year period, provided these supplies are 
of a type not available in Cuba. 

42. Qualifying industries are entitled to exemp- 
tion from excess profits tax (15 per cent on profits 
exceeding 10 per cent of working capital) for six 
years, and exemption from normal profits tax 
(company rate 35 per cent) in whole or in part, 
for a period of ten years, according to the pro- 
portion of domestic raw materials used. The 
latter exemption applies only if at least one-third 
of the raw materials used are of domestic origin. 
Total exemption applies if only Cuban raw 
materials are used. 
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43. In place of normal depreciation allowances 
for tax purposes, new industries may depreciate 
their fixed assets at the rate of 20 per cent per 
annum over five years, beginning with the second 
year after commencement of production. 

44. Further exemptions to qualifying industries 
are: (1) exemption for six years from taxes on 
capital and stock issues, taxes on mortgage and 


other loan interest, and revenue stamp taxes on. 


transfer of real estate and other property; (2) 
exemption for ten years from taxes on domestic 
raw materials, 


Lebanon 


45. A Bill has been introduced in the Lebanon 
to enable the Government to exempt new com- 
panies from income tax by special decree. The 
qualifications are that the company is formed to 
carry on a new undertaking which will increase 
national production and develop the national 
economy. The company must have an initial 
capital. of at least {L1- million and its annual 
pay-roll must exceed £100,000. The exemption 
is for a period of six years. 

46. Similar exemption is available to an exist- 
ing business which carries out an approved 
expansion programme involving a capital increase 
of at least {Lr million and an increase of at 
least {100,000 in the pay-roll. In this case, 
the exemption applies to profits exceeding one- 
half of the profits of the two years prior to the 
date on which operation of the new plant begins. 


Egypt 

47. Egyptian joint-stock companies and part- 
nerships limited by shares may apply to a com- 
mittee to be formed at the Ministry of Finance and 
Economy for approval of any new scheme for 
the support and development of the national 
economy in industry, mining, power production, 
hotels, or reclamation of land. If the scheme is 
approved, a new company or partnership formed 
for the purpose: may be exempt from the taxes 
on dividends and on commercial and industrial 
profits for seven years from the date of forma- 
tion. 

48. An existing company may enjoy similar 
tax reliefs in the proportion that capital sub- 
scribed for a new scheme bears to the total 
paid-up capital. In this case, the exemption is 
for a period of five years commencing two years 
after the date on which the new capital is sub- 
scribed. 

49. All companies engaged in the industries 
mentioned are exempted from half the tax on 
commercial and industrial profits, i.e. the tax 
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applicable to undistributed profits. The tax rate 

including municipal surcharges is, however, only ` 

19 per cent. { 
Israel 


50. The law for the encouragement of capital 
investments in Israel provides for acceleration of 
depreciation for new buildings and plant used 
by an approved undertaking. For the first three 
years the rate of wear and tear allowed is twice 
the normal rate, and in the fourth and fifth years 
one-and-a-half times the normal rate. An addi- 
tional 50 per cent of normal rates may be granted 
for new machinery and plant operated in addi-. 
tional shifts or under extremely difficult condi- 
tions. These reliefs save profits tax and income 
tax in the case of companies at a total rate of 
54 per cent. 

51. The tax payable by an individual on~ 
income from investment in an approved under- 
taking is restricted to 25 per cent of the income. 
There is no general relief to companies, but the 
Minister may make rules providing for refund t 
a non-resident company of tax in excess of the 
credit allowed in the company’s country: a 
residence. , 

Conclusion 


52. Doubts have been expressed in some 
quarters about the wisdom of attracting new. 
industries by means of direct tax reliefs, for there 
is certainly.a danger of industries being set up | 
which will never be able to stand on their own 


feet. The fact remains, however, that this type of 


incentive is now extensively used, and whatever 
the views of capital-exporting countries may be 
on this question, they would be wrong to thwart ` 
the deliberate policies of the under-developed 
territories. 

53. The Royal Ge in making its 
recommendations, was keenly aware of the seeds 
of discord inherent in the tax-credit system of 
relief from double taxation, but it is pertinent to 
inquire whether the Commission’s remedy is a 
practicable one. The varied nature of the reliefs 
offered suggests that no standard formula could 
be devised for the type of agreement contem- 
plated by the Commission, and in the absence 
of such a formula it seems unlikely that the 
negotiators will be able to move quickly enough 
to satisfy the immediate needs of the territories. 

54. Furthermore, encouragement of new in- 
vestment and enterprise by means of spécial tax 
reliefs is often combined with a low general level 
of tax rates, and sometimes low tax rates are the 


| principal inducement. There is; therefore, a need 
fo make effective’ ‘not only special reliefs ‘to 


} 
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approved industries, but low basic rates of tax 
as well, The solution appears to be for the 
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SUMMARY OF PROFITS TAX RELIEFS TO NEW INDUSTRIES IN UNDER-DEVELOPED TERRITORIES 


Para. 


2-4 


5-6 


12—18 


40-44 


45-46 
47-49 


50-32 


Territory 


NIGERIA 


Gorp Coast 


Kenya, TANGANYIKA, 
ZANZIBAR, UGANDA 


RHODESIAS AND 
NYASALAND 
BELGIAN Conco 


FRENCH EQUATORIAL 
AFRIGA 


FRENCH WEST AFRICA 


INDIA 


PAKISTAN 
CEYLON 


MALAYA AND SINGAPORE 


TRINIDAD 


JAMAICA 


| 


PHILIPPINES 
CuBA 
LEBANON 
Eovrr 


ISRAEL 


45 


20-25 


374-39 
25 


24-30 


223-25 


434 


33 


50 


30 
40 


40 


i 


Up to so 
per cent 
44 percent 
over 
£L500,000 


19 


34 


- exemption 


Complete 


2-5 years’ profits 
without reduction 
for wear and tear 
allowances 


Up to 5 years’ 
profits without re- 
duction for wear 
and tear allow- 
ances 


x years’ profits of 
new factories 


For business profits 
tax — permanent 


3 years’ profits of 
companies spon- 
sored by Govern- 
ment 


— 


g years’ profits 
without reduction 
for wear and tear 
allowances 


— 


Until December 
31st, 1958 


Excess profits tax 
for 6 years 


6 years’ profits 


7 years’ profits 


Exemption of Profits 





Reduced rates on 
first 15 per cent of 
invested capital 





40-50 per cent re- 
bate on profits re- 
invested under ap- 
proved plan, and re- 
duced rate on first 
ro per cent of in» 
vested capital 





50 per cent of in- 
vestment or profits 
for 4 years 


Profits not exceed- 
ing 6 per cent of 
capital and reserves 
for e years 


Profits not exceed- 
ing 5 per cent of 
capital and reserves 
for 5 years 


Profits not exceed- 
ing 5 per cent of 
capital employed for 
3 years 


go per cent in 1959 
73 per centin r960 
50 per cent in 1961 
ro per cent in 1962 


Normal tax for ro 
years 


e 








Exemption of 
dividends out of 
exempt profits 






Unconditional ex- 
emption of givi- 
dends 


Unconditional ex- 
emption of divi- 


dends 


Unconditional ex- 
emption of divi- 
dends 


Unconditional ex- 
emption of divi-. 
dends 


Proportional ex- 
emption of divi- 
dends 


e—a 


Exemption of divi- 
dends paid within 
2 years of end of 
tax holiday 

Exemption of divi- 
dends paid within 2 
years out of profits 
tax-free by reason 
of special write-offs 


— 









Accelerated 
depreciation 


Initial allowances 


Initial allowances 


Initial allowances 


Initial allowances 


No limits on par- 
ticular items. Over- 
all limit of ro per 
cent of total prime 
cost 


Twice the normal 
allowance in tha 
first year 


Initial allowances. 
Twice the normal 
allowances for 5 
years 


Initial allowances. 
Twice the normal] 
allowance for 5 years 


Initial allowances 


Initial allowances 


Initial allowances 


Special: Write-off 
over 5 years 
Normat: Initial al- 
lowances 


Write-off over 5 years 


. 


‘Twice normal allow- 
ances for 3 years, 
x} times for further 
g years 
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countries to exempt overseas income from tax 
so far at least as it arises in scheduled under- 


Other types 
of relief 


Depreciation on re- 
yalorized values of 
fixed assets 


Depreciation on re- 
valorized values of 
fixed assets 


Allowable reserves 
for renewal of plant 
and machinery and 
essential base stocks 


Rebate on undis- 
tributed profit's, 
Super tax exemp- 
tion on certain divi- 
dends 


Relief to individuals 
on income subscrib- 
ed for shares in ap- 
proved undertakings 


Abatements of one- 
half the tax on un- 
distributed profits 


Individual’s tax rate 
limited to 25 per 
cent on income from 
investment in ap- 
“proved und ings 
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WEEKLY NOTES 


Cost Accountants’ Examinations 
The results of the December 1953 examinations of 
the Institute of Cost and Works Accountants, in 
respect of candidates at home centres, have now 
been announced. l 

A total of 988 candidates from the British Isles 
sat for the whole or part of the Final examination: 
Of these, 139 passed the complete examination, 
28 passed Part A, and 234 passed Part B. ‘The remain- 
ing 587 candidates failed. 

The First Place in the Final examination, carrying 
with it the S..Laurence Gill prize, was awarded to 
Mr Ronald William Evers, of Wolverhampton, and 
the Donald L. Moran prize for Management — 
Factory and Distribution, was awarded to Mr Donald 
Edward Grain, of London. 

In the Intermediate examination there were 1,456 
candidates, of whom 102 passed both Parts I and H; 
315 passed Part I; and 206 passed Part II. The 
remaining 833 candidates failed. The First Place was 
awarded to Mr Robin William Butler, of Romford, 
Essex. 

The first examination for the Fellowship in 
Management Accountancy was also held in Decem- 
ber. There were 88 candidates, of whom 15 passed 
and 73 failed. The Lewton Coronation prize for the 
best paper by an Associate of the Institute of Cost 
and Works Accountants, was awarded to Mr J. F. D. 
Cornish, A.C.A., A.C.W.A., Works Accountant with 
the Bristol Aeroplane Co Ltd. 

The names of the candidates who completed the 
Final examination at the home centres,. and the 
names of the candidates awarded the Management 
Accountancy Fellowship, appear, together with a 
summary of the home results, on another page of 
this issue. 

Pool Betting Bill 

The debate on the Pool Betting Bill, adjourned from 
January 29th, was resumed in the House of Commons 
on Friday of last week when a second reading was 
carried without a division. The principal objects of 
the measure, as reported in these columns on Feb- 
ruary 6th, are to ensure that a predetermined propor- 
tion of the stakes in football and other pools should be 
returned to the competitors as prize money and to 
make arrangements for the external supervision of 
pool promoters’ businesses. The Bill now proceeds to 
the Committee stages and, if it becomes law, we hope 
to make further and more detailed reference to its 
provisions in their final form. 


The Atomic Energy Authority 
The Atomic Energy Authority Bill was presented to 
the House of Commons for its first reading at the end 
of last week. It follows very closely the proposals set 
out in the White Paper (Cmd. 8986) which was pub- 
lished some months ago. 
The Minister responsible for the new authority is 
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to be the Lord President of the Council. On him rests 
the decision for which he becomes answerable to 
Parliament as to how far work on atomic energy is 
to be spread between civilian and defence uses.. The 
reason for setting up the new authority at all is, 
of course, the need to bring work on nuclear fission 
more into the orbit of industry and this can be done 
by running the atomic energy project as a special 
organization with more kinship with a nationalized 
industry than with a government department. The 
Lord President will exercise the Government’s 
authority on basic issues of principle but the organiza- 
tion will have a free hand in running its day-to-day 
affairs. | 

The authority is to consist of a chairman and six 
to ten members. Three of them must have a wide 
experience of atomic work. This means that Sir John“ 
Cockroft, Sir Christopher Hinton and Sir William 
Penney are virtually automatically appointed to fill 
these three positions and Sir Edwin Plowden is 
already designated as chairman. Parliament will vote 
an annual sum for the authority’s use and wij ` 
receive an annual report on its work from the Loid 
President. / 

t 


Industrial Output in 1953 r 

Last year industrial production reached the highest 
level to be achieved since the war. The output of all 
industries was 5*3 per cent above that for 1952 and 
2°6 per cent higher than in 1951. There was a: 
seasonal decline in December but this was no larger’ 
than in the previous year. Most of the increase has 
come from a notable recovery in general manufactuf- 
ing activity but it also owes something to the steady 
performance at a high level of the basic industries. 
Fuel and power, including coal, have held up 
throughout the year and steel continues to record a 
very high level of output. 

One of the most interesting features about the 
industrial output figures for the closing months of 
the year was the relation of output to exports. There 
was a good deal of evidence to suggest that during 
the earlier months of the year the increase in produc- 
tion was being absorbed in the home market. To- 
wards the end of the year, however, exports began 
to pull ahead again and it is possible that the spurt 
in activity by industry towards the close of 1953 
was accompanied by a change of flow of output from 
the home market to exports on quite a considerable 
scale. 

Such a development is highly to be desired. The 
Chancellor of the Exchequer stated at Budget time 
last year that he hoped the current fiscal year would 
see a recovery in industrial output which would more 
than make good the decline in 1952. With a 5 per 
cent gain so far as the calendar year is concerned, it 
is certain that his hope will be achieved for the fiscal 
year ending with March. 
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FINANCE AND COMMERCE 


Having failed to penetrate the 1947 peak, industrial 
equities have suffered a severe shake-out. Profit- 
taking, absence of purchase tax changes, and some 
unsatisfactory dividends have been the main factor. 
Steadier conditions have now developed at the lower 
level of prices. The market as a whole continues 
active. 
Banking Accounts 


This week’s reprint gives the accounts of the Australia 
and New Zealand Bank Ltd. It was incorporated in 
England under the 1948 Act to effect a merger in 
1951 of the Bank of Australasia Ltd, which was 
established in 1835, and the Union Bank of Australia 
Ltd, established 1837. It thus inherits a tradition 
which goes back to pioneering days. The accounts, 
it will be noted, are expressed in Australian currency, 
the capital, in English pounds, being converted into 
Australian, While attention is on this part of the 
balance sheet, notice the position of the proposed 
dividend as part of shareholders’ funds. The reserve 
‘fund includes £1,030,000 (English currency) repre- 
senting the former balance of the Union Bank’s 
share premium account. 

‘The directors have since the close of the accounts 
raised new capital by an issue of £1,700,000 ‘B’ 
shares at 26s (English) which were offered to share- 
holders on the register on December et. In the 
case of shareholders on the Australian and New 
Zealand registers, payment for the shares was in the 
currencies of those countries. 


Three Registers 


“Trgur is issue of January 16th, we commented on the 
use of air mail by Felt & Textiles of Australia Ltd, 
an Australian company, to maintain the closest 
“contact with its English members. By the courtesy 
of the Australia and New Zealand Bank’s secretary 
we are able this week to outline the procedure 
adopted by the Bank to serve members on three 
registers. 

The first step is the drafting, proof-printing and 
checking of the booklet form of the annual report 
and accounts in sufficient time so that on the day 
the balance sheet is signed, the printers in London 
can provide final proofs. 

By the following day, the printers provide unfolded 
proofs on art paper which are sent by air mail to 
Melbourne and Wellington. The Melbourne and 
Wellington printers then produce photo-litho plates 
from the London proofs and proceed with printing 
at the same time as the accounts are printed in 
‘London. The covers to the booklet are prepared 

several weeks in advance. 

Prints are posted to shareholders simultaneously 
in London, Melbourne and Wellington about twenty- 
three days after the completion of the accounts and 
about seventy days after the close of the financial 
year. It would be possible to print and post earlier 


in London but it is obvious that the proper course is 
to treat shareholders equally. Moreover, once the 
information was available here, the Australian Press 
would almost undoubtedly provide itself with a 
cabled summary. 

A further point is that the overseas prints are 
posted only to shareholders on the respective branch 
registers. A resident in Australia whose shares are 
on the London register, for instance, receives the 
report and accounts from London for which the 
bank uses air mail to give overseas shareholders a 
chance to return proxy cards for the meeting. The 
shareholdings of Australian and New Zealand resi- 
dents on the London register are, however, quite small. 


An Improvement 

A well-worth-while improvement has been made this 
year in the accounts of the Berkeley Property and 
Investment Co Ltd. The scope of this company’s 
business so far as the report is concerned is contained 
in its title which is more or Jess self-explanatory. 
The company, however, has subsidiaries which 
engage in trade as distinct from property-holding 
and investment and it has been decided with these 
accounts to separate the two sources of income. The 
consolidated profit and loss account shows {£164,943 
from the property side and £98,611 from trading as 
compared with a total for the two, last year, of 
£200,790. 

The report points out that trading results of 
certain of the subsidiaries which must necessarily be 
of a fluctuating nature are reflected in the figures 
which should not therefore be regarded, without 
qualification, as indicative of the continuance of this 
higher profit level. 


Goodwill Write-off 

The directors of John Wallace & Sons Ltd, manu- 
facturers of agricultural machinery, have written off 
this year out of general reserve, the goodwill item of 
£5,557 appearing in the consolidated accounts. 

hares in subsidiary companies have been reduced by 
the same figure in the parent balance sheet. The two 
accounting operations are, of course, complementary. 

‘The amount represents the excess of the premium 
paid on the acquisition of the shares in subsidiaries 
over the pre-acquisition reserves of those companies. 
The directors decided, however, that goodwill is an 


undesirable item for their company’s balance sheet 


and are now able to say that shareholders’ funds are 
wholly represented by tangible assets. 


Money Market 
Treasury bill applications totalled £369,925,c00 on 
February 12th. Bidding at £99 oe 8d, the market 
obtained 58 per cent of requirements and the £230 
million of bills was fully allotted. The average 
discount rate was £2 1s 4:o4d per cent. This week 
the offer is increased to £240 million. 
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AUSTRALIA AND NEW ZEALAND BANK LIMITED 
Profit and Loss Account for the year ended September 30th, 1953 
(Expressed in Australian Currency} 

















1952 [953 1952 1953 
ÉA : CA LA fA CA 
~ Transfer to Reserve Fund .. i 313,750 Profit after charging all expenses (Including 
Interim Dividend of 4 per Cent Salaries, Pension Funds Contributions, 
(1952-4 per cent), less United Allowances and General Expenses), provid- 
Kingdom Income Tax at 9s in the Ing for taxation on profits earned to date 
É, paid July Ist, 1953 .. ave 234,685 a mäktig oes to reserves and pa 
visions for contingencies, out of whic 
Reder e ie SC e accounts provision has been made for any 
gy A Klagd Borne ge 608 ` diminution in value of assets e = 749,865 
Se In ch Š £5 ayabl Ce anuney 2A 4 1,121,122 Balance brought forward from September 1952 1,262,687 
1954 e 352,028 
560,043 eg 586,713 
1,262,687 Balance carried forward .. D 1,142,089 
£A 1,822,730 £A 2,012,552 £A 1,822,730 £A 2,012,552 
Note, — Directors’ Remuneration: As Directors .. .. ae ite ws (1952 ~ £A22,261) £A19,163 
Other remuneration including provision for Executive Directors’ pensions (1952 ~ £A22,843} £A22,843 . 
zem £442,006 
E Report of the Auditors to the Members of Australia and New Zealand Bank Limited 


We have obtained all the information and explanations which to the best of our knowledge and belief were necessary for the purposes of our audit. 


Proper books of account have been kept by the Bank so far as appears from our examination of those books. We have not visited the branches in 
Australia, New Zealand, FII and Papua, but proper returns adequate for the purposes of our audit have been received therefrom. We have examined 
the annexed Balance Sheet and the above Profit and Loss Account which are in agreement with the books of account and returns. 


In our opinion and to the best of our Information and according to the explanations given to us the sald accounts give, In the manner required, the 
inflormation required of a banking company by the Companies Act, 1948, and on the basis therein authorized the Balance Sheet, with the notes thereon, 
gives a true and fair view of the state of the Bank’s affairs as at September 30th, 1953, and the Profit and Loss Account gives a true and fair view of the 
profit ascertained In the manner therein indicated for the year ended on that date. 





WHINNEY, SMITH & WHINNEY, 
Chartered Accountants, Joint 
DELOITTE, PLENDER, GRIFFITHS & CO, Auditors, 
D Chartered Accountants, ` 
London, November 16th, 1953. 
| 
Letters must be authenticated by the name and address of the writer, not necessarily for publication. 
The Editor does not necessarily agree with, or hold himself responsible for, the apinions expressed. . 
"ge The Universities Scheme of practical experience in any profession. Yet this 


Sir, — Although the joint standing committee of the can always be obtained after qualification: members 
accountancy bodies regards the universities scheme Of the Bar, doctors and certain engineers qualify 
fs still being in the experimental stage, the fact that entirely on their academic work. If students are ‘to 
‘he average intake of students is well below the be encouraged to enter the scheme, an incentive 
igure estimated in the McNair report is surely an Ought to be offered by allowing them to serve the 
ndication that the scheme is not sufficiently attractive normal five-year articled period, the first two and 
to the type of student who wishes to combine a three-quarter years, including vacations, being spent 
university degree with a professional qualification. reading for the approprrate degree, followed by 
The time factor is most important; by participating two and a quarter years’ practical work in the 
in the scheme a student may qualify in five and three- principal’s office. The present scheme is not likely 
uarter years. Some practical experience may be to attract towards the accountancy profession 
ained before entering the university and even during students who go to the university without having 
acations, in spite of the justifiable opposition of many decided upon their career, as the articled period, 
niversity authorities to this practice. However, the coupled with financial stringency, would in no case 
importance of obtaining most of the practical experi- be reduced. 
ence after graduation is still emphasized. This gives : Yours faithfully, 
the five and three-quarter-year accountancy student London, SWro. A. B. EVANS, B.A, 
10 comparable advantage over. his contemporary at 
rollege who read classics or modern history, providin ins : ha D e 
be SE becomes articled within a Ge eel of Section 55 and Non-distribution Relief 


eaving college. Surely the gap of just under three Sir, — I shall be glad to know whether any of your 
ears is far too long for a student who has specialized, readers have had experience of the treatment of 
nd perhaps taken an honours degree, in accountancy, profits tax non-distribution relief in connection with 


aw and economics? a valuation of shares under Section 55, Finance Act, 
' There can be no doubt concerning the desirability 1940. To what extent, if at all, is the relief allowed as 


€ 


210 


a deduction in arriving at the value of the net assets, 
and if allowed, at what rate? 

In the particular case with which I am dealing, 
there is also a large item for repairs to premises, due 
to have been carried out but not commenced at the 
relevant date. Can the estimated cost be brought in 
as a liability? 

Yours faithfully, 

FIFTY-FIVER. 
{If the company was already contractually bound to 
make a payment which, when made, would constitute a 
distribution attracting a distribution charge, there are 
certainly some grounds for arguing that the prospective 
liability to the charge ought to be deductible. How- 
ever, the taxpayer is faced with the decision in Re 
Duffy (1948, 27 ATC 324) that no deduction is 
permissible for prospective income tax, on the pre- 
ceding year basis, on profits already earned. A 
deduction for potential distribution charge, in the 
absence of any liability of the company to make 
distributions, would seem to be out of the question 
as far as strict law goes. 

As regards premises in a bad state of repair, the 
state of repair will be reflected in the valuation of the 
premises as such and there would seem to be no call 
for a further deduction in respect of the cost of proposed 
repairs, — Editor. ] 


Company Organization 
SIR, — I have noted ‘A Company’s Organization 
Chart’ referred to in an address to the Institute of 
Internal Auditors by Mr M. S. Cook, A.c.1s., and 
published in your issue of February 6th. 

There is at least one bad feature of his chart, and 
that is the subordination of the company secretary to 
an administration manager, who himself is sub- 
ordinate to the general manager, who again gets his 
authority from the board. 

The importance of company secretaries may have 
apparently diminished through the emergence of 
public corporations, but I maintain he is still one of 
the top executives of any company and his authority 
cannot be otherwise than directly through the board. 
Would Mr Cook suggest that his company secretary, 
after attending board meetings, report the confiden- 
tial nature of the business transacted to his chief — 
the administration manager as a good subordinate 
should, and thence to the general manager — or does 
he feel the administration manager should admit to 
the impossible situation where his junior enjoys con- 
fidentia] matter not shared by the board with him? 

The high post of company secretary is being 
usurped far too much these days. Likewise the com- 
pany organization chart is becoming too much a toy 
of the theorists. 

Yours faithfully, 
Parkstone, H. R. SPENDER. 
Poole, Dorset. 
[Mr M. S. Cook, a.c.1.s., writes: The chart is only 
illustrative; if a company is large enough to have a 


secretary without other duties, the administration 


manager would probably be on the board. On the other 
hand, in a small company the administration gd 


| 
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would probably be called the secretary, although these 
duties would be only part of his responsibilities. The 
organization chart is only a record of an organization, 
it is not creative.] 


‘Hospital Costing Returns’ 


SIR, ~ In this article in your issue of February 6th, 
it is stated that, for purposes of making comparisons 
between hospitals, costs must be related to services 
rendered, This, in my opinion, is a fallacy and its 
application is a potential danger to the hospital 
service. 

To cost a service there must be a standard and it is 
useless to prepare figures for, say, an X-ray examina- 
tion when there are at least thirty-four types of 
examination, most of which require different tech- 
niques. There needs to be a standard patient and / 
standard treatments before comparative costs can 
be of the slightest use. 

Furthermore, on publication of such hospital, 
costs public opinion will naturally teud to regard the 
lowest figure per ‘product’ as indicative of the highest 
efficiency, but this may be far from the truth. For 
example, an X-ray examination at hospital A. may’ 
cost 3s 6d and at hospital B. 4s 6d. But it is by Do 
means certain that hospital A. is providing a service 
economically. It may have performed a superficial 
examination resulting in the need for a further 
examination or for extended treatment which would 
be unnecessary if the patient had been examined at 
hospital B. which on costs alone seems less economical, 

This problem has been discussed from time to 
time for over fifty years, but I have yet to see an 
form of hospital costing which can provide a reliabl 
guide to relative efficiency as between hospitals. It 
can be of use internally to control expenditure, 
let there not be any attempt te compare one hospital 
with another unless it can be shown that they 
perform exactly the same.work with the same. results’ 
And this, I submit, is impossible. 

Yours faithfully, 
Little Chalfont, Bucks. D. SHERREN. 


{ 


National Provincial Bank Ltd v. Freedman 
and Rubens 


Sir,~ From time to time I have received requests 
from practitioners asking for details of the case which 
I believe was the first action fought under the 
Companies Act, 1929, in respect of the claim by 
banks to be treated as preferential creditors for 
money lent for the purpose of paying wages. 

This case was National Provincial Bank Ltd v. 
Freedman and Rubens, and recently I have been able, 
to obtain a copy of the judgment of Mr Justice: 
Clauson. 

If any fellow accountant is interested, I should be 
glad to supply a copy. 

Yours e 
J. B. RUBENS. 


I8 Maddox. Street, London, WI. 
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A CAREER AT SEA 


The Merchant Navy Offers Good Prospects 


e large Shipping Companies recruit future Executive 
Officers for their Ocean-going Ships from #.M.s. Worcester, 
a Nautical College founded in 1862 by London Shipowners. 
Nearly 7,000 Cadets have passed through the College and 
received specialized training in addition to a sound general 
education. 

The College is officially recognized by the Ministry of 
Education and by the Ministry of Transport, the latter 
accepting the training provided on board the Worcester 
as being the equivalent of one year’s Sea Service. 

Cadets are admitted after reaching the age of 134 and 
before reaching the age of 16. They leave the College when 
they are 17 and the period of training depends on the age at 

- entry, with a minimum period of two years. Candidates are 

required to take the Common Entrance Examination or the 
. Worcester Entrance Examination, according to age. They 
must be medically fit with perfect eyesight. 

Fees are £210 per annum including Uniform. Several 

2Scholarships in reduction of fees are available. The 
Worcester offers an excellent opportunity for boys, of good 
education and character wishing to become Executive 
, Officers in the Merchant Navy -~a career providing world 


travel, good remuneration, and an interesting life. 


N Hlustrated Prospectus containing full information 


will be forwarded on application to the Secretary, 


INCORPORATED 
| THAMES NAUTICAL TRAINING COLLEGE 
H.M.S. WORCESTER 
Ingress Abbey, Greenhithe, Kent 





EST. 1850 


WHEATLEY KIRK 
PRICE & CO 


E., L. JUDSON, F.R.I.C.S., F.A.I., B, BEDDARD, A.I.MECH.E., BALPA. 
M. 5. CHEAVIN, P.A.I., Q, E. GIBBS, P.A.L.P.A. 


T o E a 


SURVEYORS, VALUERS 

and AUCTIONEERS of 

FACTORIES, PLANT and 
MACHINERY 


FIRE LOSS ASSESSORS 


2 SOUTH AUDLEY STREET 
LONDON, WI 


GRAMS: TEL: 
INDICES, AUDLEY, LONDON HYDE PARK 8844/5/6 


THE ACCOUNTANT 


DEATH 
DUTIES 


ESTATE DUTIES 
INVESTMENT TRUST 


E.D.I.T.H. — helps shareholders in 
family and privately owned businesses 
to provide for the payment of estate 
duties. Edith, as the Trust has 
come to be called, is willing to 
consider the purchase for cash of 
shares in which there is no easy 
market, such as those of private 
companies or the smaller public 
companies, 


_ Inquiries should be addressed to: 


The Manager 
Estate Duties Investment Trust Ltd 
7 Drapers’ Gardens, EC2 
Monarch 0624 


INDUSTRIAL AND 
COMMERCIAL FINANCE 
CORPORATION LFD 


are Managers and Secretaries of the 
Trust. Inquiries may therefore also 
be addressed to the branch offices of 
I.C.F.C. at 


India House æ 
73 Whitworth Street 
Manchester 
Central 5429 
33 Charlotte Street 214 Hagley Road 
Edinburgh, 2 Birmingham, 16 
Edinburgh, 30212 Edgbaston 4191 
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Head Office: Bartholomew Lane, a Ta London, EC2, England 


ZE Established 1824 


THE FINEST SERVICE FOR ALL CLASSES OF INSURANCE 


The ‘Alliance’ has representatives throughout the United 


Kingdom, British Commonwealth and elsewhere abroad 


out of the Firms pockets 
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"br isn’t that you waste EZ #.\‘‘Carter-Parratt ? Oh yes, the visible 


Wy 


your time, nor is your work “record specialists. Aren’t they the people 


slack——but so often I have to ` who make Vistem ? Well, ask them to call 


wait for facts and figures which and we will see what they suggest. Incidentally, | 


never seem to be in your we could ask them about the stock record 


records. We really must systems, too.”’ 


do something about it,” 
"Yes, sir. Shall I get 


Carter-Parratt on the 


CARTER-PARRATT LTD. 


33 r a 
telephone? (VISIBLE RECORD SPECIALISTS SINCE 1914) 


> LA IDDESLEIGH HOUSE, 3 CAXTON STREET 
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TAXATION CASES 


A full report of the cases summarized in this column will be published, with Notes on the Judgments, 
in the Annotated Tax Cases. i 


New South Wales Commissioner of Stamp 
Duties v. Pearse 


In the Privy Council - December gth, 1953 


(Before Viscount Simon, Lord Rem, Lord RADCLIFFE, 
Lord ASQUITH OF BISHOPSTONE and Lord COHEN) 


Estate duty — Shares in company — Basts of valuation - 
Jurisdiction of Court- Legacy duty — Legal costs, 
power of executor to charge, whether gift, rate of duty — 
New South Wales Stamp Duties Act, 1920-1940, 
Sections ror (d), 124 (4), 127 (1) (c), Schedule VII. 


Among the assets of the defendant, who died in 
1946, were shares in a company which were not 
“quoted on the Stock Exchange. The company was a 
family company, and the transfer of these shares was 
restricted. The testator did not hold a majority of 
, the shares, and he could not have forced a winding-up 

gainst the wishes of the other shareholders, but he 
ad the right to be managing director and chairman 
fer life, and had certain powers of appointing 
directors. The business of the company consisted of 
_ the running of a cattle station. 
‘The respondents, the executors, included the shares 
in the inventory of assets of the estate for the purpose 
of death duties, and they valued them at the average 
of the net profits of the company for the previous five 
years, capitalized at 7 per cent. The Commissioner 
refused to accept this valuation, and in exercise of his 
discretion under Section 127 (1) (c) of the New South 
les Stamp Duties Act, 1920-1940, he valued the 
shares at the amount which, in his opinion, the holders 
would have received if the company had been 
voluntarily wound-up at the date of the deceased’s 


death. The respondents appealed against this. 


valuation. 

By clause 13 of his will, the testator gave power to 
one of his executors, who was a solicitor, to charge, 
retain and be paid all usual professional or other 
charges incurred by him in relation to the will. The 
appellant assessed the amount of these charges under 
column 4 of Schedule VII to the Act, which applied 
to ‘so much of the final balance of the estate as con- 
sists of property not otherwise provided for in... 
this schedule’. The respondents contended that the 
amount of these charges should be assessed under the 
first column of the schedule, whereunder duty is 
payable ‘on so much of the final balance of the estate 
as consists of (a) property which’ passes under the 
will... to the widow or lineal issue of the deceased’. 

Heid, (1) that the intention of the Act was to leave 
the Court with unfettered power to review a con- 
clusion reached by the Commissioner, and that the 
‘Court had jurisdiction to substitute its own discretion 
for that of the Commissioner as to the method of 
valuation to be adopted. 


(2) That clause 13 of the will made a gift to the 
executor-solicitor, and enabled him to take out of the 
assets something which the law would not otherwise 
allow; that this amount was not property passing 
under the will to the widow or lineal issue of the 
deceased, but was property not otherwise provided 
for in the schedule, and therefore fell within the fourth 
column thereof. 


Eastbourne Corporation v. Commissioners of 
Customs and Excise 


In the High Court of Justice (Chancery Division) 
December 11th, 1953 


(Before Mr Justice DANCKWERTS) 


Entertainments duty — Corporation concerts — Concerts 
including variety performers — Whether recitation — 
Whether music-hall or other variety entertainment — 
Finance (New Duties) Act, 1916, Section r; Finance 
Act, 1935, Section x (3); Finance Act (1946), Sections 
7, 8; Finance Act, 1952, Sections 2, 3. 


‘The Corporation possessed statutory powers, as the 
local education authority, to produce concerts. During 
the summer of 1952 five concerts were held, and in- 
cluded in the programmes were violin and piano solos, 
comic dialogues, songs and instrumental numbers by 
Richard Murdoch and Kenneth Horne, organ solos 
and comic items by Tommy Fields, xylophone solos 
and a comic monologue by Robb Wilton, piano- 
accordion solos, harmonica solos, and songs by Gracie 
Fields. 

The Commissioners of Customs and Excise took 
the view that these entertainments were variety 
entertainments and were liable to entertainments 
duty. The corporation instituted the present proceed- 
ings as a test case, and claimed declarations that each 
of the entertainments consisted of one or more of the 
kinds of entertainment described in Section 8 (1) of 
the Finance Act, 1946; that the entertainments were 
provided by a society, institution or committee not 
conducted or established for profit; that the aims, 
objects and activities of the corporation in relation to 
the entertainments were partly educational; and that 
the entertainments were not music-hall or other 
variety entertainments within the meaning of 
Section 3 of the Finance Act, 1952. 

Held, that having regard to the appearance of well- 

known variety entertainers and to the character of 
their items, four of the performances contained 
elements which prevented the entertainments from 
„being exempted under Section 8 (1) of the Finance 
f Act, 1946, and Section 3 of the Finance Act, 1952, in 
„that they were variety entertainments; and that the 
‘other concert was exempted, as it contained no variety 
iturn and was entirely a musical entertainment. 
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TAXATION TREATMENT OF PROVISIONS 


FOR RETIREMENT 


MILLARD TUCKER (No. 2) COMMITTEE’S REPORT 


Summary of Recommendations 


The report of the Committee on the Taxation Treatment of Provisions for Retire- 

ment was published last Wednesday and is the subject of a leading article elsewhere 

in this issue. We reproduce below a summary of the Committee’s recommendations 

which are unanimous except for certain reservations made by a minority of two 

in regard to ‘Self-employed persons, controlling and other directors, and employees 

having no pension rights’ and ‘Employees with existing but inadequate retirement 
benefits’. 


Life Assurance Relief 


The present basis of relief should continue unchanged 
except that (a) relief should be withdrawn for the 
future from payments which will qualify for expenses 
relief and from premiums on deferred annuity con- 
tracts taken out before June 23rd, 1916, and (b) the 
one-sixth upper limit should be modified as recom- 
mended. 


Future Retirement Benefit Schemes for 
Employees 


(i) All future schemes should be submitted to the 
Board for approval. 

(ii) (a) The treatment described below should apply 
to any future approved scheme made by an employer 
for the provision for any of his employees of benefits 
on retirement or death, including benefits for widows, 
children, and dependants. Benefits payable solely tn 
the event of death or disability as the result of an 
accident of the sort described in paragraph 188,! 
however, we regard as being outside the definition of 
retirement or death benefits. 

(6) It should apply to schemes made by any body 
corporate or unincorporate for the benefit of any of 
its employees, or by any other employer for the benefit 
of an employee engaged in the employer’s trade, pro- 
fession, or business or in the management or mainten- 
ance of the employer’s real property. 

(c) It should not be affected by the transfer of an 
employee who has been employed in this country for 
more than a merely nominal period by a resident com- 
pany to the service of an overseas subsidiary company. 

(d) Subject to safeguards against abuses such as 
those referred to in paragraph 145,? the contributions 
of an employer to an approved scheme should be 
treated for taxation purposes as trading expenses, 
management expenses, or costs of maintenance, as the 
case may be. Annual contributions should be allowable 
in the years in which they are paid. Other contributions 
should be allowable either in the year of payment, or 


i‘... an accident arising out of the employment, or 
occurring in the course of the employment, or in the course 
of travelling for the purpose of performing the duties of 
the employment... .’ 


a‘... Excessive contributions would suggest that the 
scheme was not bona fide, but was being used to drain off 
temporarily the employer’s surplus profit. If that were so, 
approval should be withdrawn.’ 


in instalments in that and future years, as the Board 
may direct. 

(e) Reasonable pension payments by an employer 
himself to a former employee or to the widow or 
dependant of a former employee should be allowed as 
trading expenses (or management expenses or costs of 
maintenance, as the case may be). 

(f) Reasonable lump-sum benefits paid by an eml 
ployer himself to an employee, or to the estate, widow, 
or dependant of a deceased employee, and lump sums 
paid by the employer to purchase benefits for an 
employee or his widow or dependant should be allowed 
as trading expenses (or management expenses or costs 
of maintenance, as the case may be) either in the year 
of payment, or spread over that and future years, as 
the Board may direct, 

(g) An employee should not be taxed in respect of 
the employer’s actual or notional contributions to ER 
scheme. 

(h) An employee should receive. expenses relief inf 
respect of his own contributions, whether _made 
annually or otherwise, up to a limit ‘of 1 5 per cent of 
his remuneration in any year. Any excess contribution 
should be available for relief in a later year in which‘ 
the 15 per cent limit is not reached, so long as he is in 
the same employment. 

Gi Investment income arising from accumulating 
contributions to an approved scheme should be exempt 
from tax. This should extend to the income of the 
annuity fund of an assurance company,. and, if the 
necessary segregation can be achieved, to the income of 
so much of the life fund as relates to assurance contracts 
forming part of the scheme. 

(j) Pension benefits should be taxed year by year 
as they arise. Approved lump-sum benefits paid to a 
retiring employee, or to the widow, child, or dependant 
of a deceased employee, should be ‘tax-free. Any excess 
over the tax-free limit which takes lump-sum form, 
because the pension it would buy would be trivial, 
should be taxed by the ‘top-slicing’ method. A lump 
sum paid in commutation of a pension on an employee’s: 
retirement in an exceptional case of serious ill-health 
should be exempt from tax up to one-quarter or £1,000, 
whichever is the greater, but with an overriding exemp- 
tion limit of £10,000. Any excess over this exemption 
limit should be taxed by the ‘top-slicing’ method, 
Lump-sum benefits (including refunds of contribu- 
tions) paid to the estate of a deceased employee who 
left no widow or dependant should be taxed at the 


February 20th, 1954 


standard rate, but should not be treated as taxed 
income of the estate or of any beneficiary of the estate 
“for any other purpose. 

(k) Where an employee’s contributions to an 
approved scheme are refunded to him in his lifetime, 
with or without interest, the refund should be taxable. 
Income tax should be deducted from the amount of 
the refund at the standard rate, but the employee 
should be entitled to claim that it should be adjusted 
to tax on the amount of the refund at the average rate 
at which he obtained relief on his contributions in the 
last six years of his service. Surtax equal to the aggre- 
gate surtax relief allowed on the contributions which 
are refunded, and on any addition by way of interest, 
should be separately charged. The income tax and 
surtax should be repayable if, within twelve months, the 
employee pays the net refund into another approved 
scheme, and also gives a mandate for the repayment 
of tax to be made directly into that other scheme. 
' Where a policy is taken instead of a cash refund, the 
tax appropriate to its surrender value at that time 
» Should be deducted from any subsequent cash proceeds 
, of the policy paid in lump-sum form, and paid over 
to the Revenue. ` 

(D) An employer’s contributions to an approved 
scheme which are refunded to him, or a surplus paid 
to him on the winding-up of a fund, should be treated 
e taxable income. 

+(m) A scheme should be entitled to automatic 
approval if it satisfies all the following conditions, and 
one, that does not satisfy them all should be capable of 
approval if the Board in their discretion see fit: 


(1.) The employer is resident in the United Kingdom 
and the undertaking to which the scheme relates is 
carried on wholly or partly in the United Kingdom. 

(2.) The employer contributes at least one-third of the 
total cost of the scheme, either by making advance pay- 
ments to a third party or by himself paying the actual 
benefits. 

oS (3.) Each employee is given a prescribed title to 
efined benefits and the terms of the scheme are made 
known to the employees concerned. 

(4.) The diversion of the employer’s own contributions 
to the scheme to any other purpose and their refund to 
him except where circumstances arise which defeat the 
purpose of the scheme are prohibited. The refund to an 
employee of his contributions before he has become 
entitled to the benefits provided by the scheme is 
similarly restricted to cases in which the employee 
leaves the employment. 

(5.) The benefits afforded by the scheme will accrue 
only on retirement at a specified age or on earlier in- 
capacity, or on death (approval should not be required, 
however, if the benefits are payable solely in the event of 
death or disability as the result of an accident arising in 
the course of or in connection with the employment). 

(6.) The nature of the benefits afforded will be the 
same in relation to all the persons to whom the scheme 
relates, but a scheme relating to more than one class of 

. employee may be regarded as so many separate schemes 
for this purpose. . 

(7.) The scheme is exclusively for the benefit of the 
employee or employees and his or their widows, children, 
surviving dependants, or legal personal representatives, 
but on an employee’s taking up different employment; 
transfer payments to an approved scheme connected 
with the new employment may be permitted. 

(8.) On a winding-up of a scheme, the assets are 
required to be used primarily to meet the claims of 
existing and prospective pensioners, and are to be 
applied in the purchase of non-commutable and non- 
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assignable annuities for them, except to the extent that 
the scheme could itself pay lump-sum benefits in the 
ordinary course. If a surplus should remain after all 
such claims have been fully satisfied, provision may be 
made for it to be used to augment the annuities appro- 
priately, or for it to be paid to the employer. 

(9.) The aggregate value of the benefits payable on 
retirement will not exceed that of a pension of one- 
sixtieth of final remuneration, as defined below, multi- 

- -plied by the number of years of service with the employer, 
up to a maximum of two-thirds of final remuneration, 
except that if service with the employer exceeds forty 
years and is extended beyond the age of sixty, an addi- 
tional sixtieth of final remuneration may be added for 
each such additional year of service, up to a maximum of 
five additional sixtieths. 

(oi Where the total value of the benefits payable on 
retirement does not exceed £4,000, not more than 
£1,000 may be payable in tax-free lump-sum form. In 
other cases, at least three-quarters of the value of the 
benefits payable on retirement or, where they exceed 
£40,000 in value, the excess over £10,000, will be in the 
form of non-assignable and non-commutable pensions. 
Where the pension would be trivial, however, and in 
exceptional cases of ill-health where the expectation of 
life is very short, provision may be made for the payment 
of the whole benefit in lump-sum form. 

(11.) The aggregate value of the benefits payable on 
death or disability during service will not exceed the 
value of the maximum benefits on normal retirement 
that would have satisfied condition (9) if the employee 
had survived and remained in the employer's service 
to the specified retirement age, but had had no further 
increases in remuneration. 

(12.) On the death in service of an employee who 
leaves a widow, child, or dependant, not more than twice 
the annual amount of the employee’s final remuneration, 
or £1,000, whichever is greater, but in any event not 
more than £10,000, can take tax-free lump-sum form, and 
the remainder will be non-assignable and non-commut- 
able pensions to the widow, child, or dependants, or any 
of them. ' 

(13.) The aggregate value of the benefits payable o 
the death of a former employee after his retirement will 
not exceed the value of the benefits to which be himself 
became entitled on his retirement, less any benefits 
actually paid to him or, if it is greater, the value of a life 
pension to his widow half the size of the pension he had 
been receiving. 

(14.) The benefits payable on the death after retire- 
ment of a former employee who leaves a widow or 
dependant will be mainly non-assignable and non- 
commutable pensions. The tax-free benefits should not 
be greater than twice the annual amount of the em- 
ployee’s final remuneration, or £1,000, whichever is‘ 
greater, but in any event not more than £10,000, less the 

. total benefits actually paid to him on and after his retire- 
ment, up to the time of his death. 

(15.) No period of service of a person, in whatever 
capacity, rendered by him while he is a director of a 
company, other than a whole-time service director, will 
be taken into account for any of the purposes of a scheme 
made by that company. 

(16.) Final remuneration, for the purposes of these 
conditions, should be the average remuneration over the 
last three years’ service with the employer concerned. 


(iii) Employees should be immune from tax on 
contributions or notional contributions by their em- 
ployers to schemes satisfying all the conditions of 
approval except that requiring contributions to be 
effectively alienated. 

(iv) Employees should be immune from tax on 
contributions by their employers to provident funds, 
if the contributions for each employee do not exceed 
jo per cent of his remuneration or {100 a year, which- 
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ever is less, and do not exceed £1,000 in aggregate 
throughout his service. 

(v) Staff assurance schemes paying lump sums 
should be treated similarly. 

(vi) Employers’ contributions to unapproved schemes 
should be allowed as trading expenses, either in the 
year of payment or spread forward, but employees’ 
contributions should not qualify for expenses relief 
and investment income should not be exempt. 

(vii) Employees should be taxed on the amount of 
their employer’s contributions or notional contribu- 
tions to unapproved schemes. 

(viii) The consequences of failure to secure approval 
of a scheme should be made known widely to em- 
ployers and employees. 

(ix) Ex gratia pensions, other than those paid 
purely on compassionate grounds, should be taxed, 
whether paid by the former employer (or his suc- 
cessor) or by some other person. 

(x) Ex gratia lump sums not exceeding £1,000 
should be exempt. Those between £1,000 and £4,000 
“should be exempt to the extent of £1,000. Of those 
over £4,000, one-quarter, or one-quarter of the capital 
value of the maximum contractual benefit that would 
have been approvable, whichever is less, with an over- 
riding limit of £10,000, should be exempt. Successive 
benefits should be aggregated for the purpose of the 
£10,000 limit, and abuse of the £1,000 limit by fre- 
quent changes of employment should be prevented. 
Any excess over the exemption limit, up to the capital 
value of the maximum approvable benefit, should be 
taxed by a top-slicing method. Any excess over the 
capital value of the maximum approvable benefit 
should be taxed as additional remuneration for the 
last complete year of service. 

(xi) Legacies to employees should not be taxed. 

(xii) Ex gratia lump sums to the dependants of 
deceased employees should be exempt up to £1,000 
or twice the amount of the deceased employee’s final 
remuneration, whichever is greater, with an overriding 
limit of £10,000, less any benefits already received if 
the employee had retired before he died. Any excess 
should be taxed by a top-slicing method. 

(xiii) The Board should be consulted before statu- 
tory schemes are set up by public general Act of 
Parliament. Schemes set up by private Act should 
require approval. 

(xiv) Employees’ contributions to statutory schemes, 
whether compulsory or not, and whether made to secure 
retirement benefits or benefits for widows and orphans, 
should rank for expenses relief. 

(xv) Employees’ non-annual contributions to statu- 
tory schemes should rank for expenses relief. ‘The 
aggregate amount on which relief is given in any year 
should not exceed 15 per cent of the employee’s re- 
muneration, and any excess should be carried forward 
to subsequent years. 

(xvi) Lump-sum death benefits from statutory 
schemes, to the extent that they exceed the tax-free 
limit recommended for non-statutory schemes (see 
(ii) Gm), (12) and (14))!, should be converted into 
pensions or taxed at the standard rate. 

(xvii) Lump-sum payments to newly engaged em- 
ployees should be taxed as income of the year of receipt. 

(xviii) Lump-sum payments for the surrender of 
future pension rights should be taxed as income of the} 





1 Reproduced in this issue at page 213. 
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year of receipt, except to the extent that the build-up 
has ‘been taxed as a result of the disapproval ofthe 
scheme. 


Existing Retirement Benefit Schemes 


(i) Existing members of existing schemes should 
have an option to remain as they are or to become 
subject to the new treatment. New members of existing 
schemes should all be subject to the new treatment. 

(ii) Existing members who opt for the new treat- 
ment and who subsequently receive a refund of their 
contributions should be taxed according to the new 
treatment on so much of the refund as exceeds the 
refund to which they would have been entitled 
immediately before the change. The latter part should 
be subjected to the old treatment. 


Self-employed Persons, Controlling and 
Other Directors, and Non-provided-for 
Employees 

(i) Schemes for individuals in these classes, and 
group schemes, should require approval by the Board.” 
Approval should be automatic where certain conditions 
are fulfilled, and discretionary where they are not all 
fulfilled. 

(ii) Schemes should provide for retirement at a 
selected age between 65 and 70 (60 and 65 for women), 
but the Board should have power to fix lower ages for 
particular occupations. 

(iii) Contributions to approved schemes should 
attract full income tax and surtax relief if they are 
within the limits laid down.? i 

(iv) The Board should have power to waive wholly 
or partly the scaling down of the percentage rate of 
contribution on self-employed persons’ and con- 
trolling directors’ earnings over £5,000, with a right, 
of appeal to the board of referees. 

(v) -The limit of one-sixth of total income applicable ; 
to life assurance relief should be increased by on 
quarter of the permissible percentage of earnings for 
premiums on temporary life assurance policies provid- 
ing a lump sum on death before the -attainment of a 
stated age, if that age is not more than the chosen 
retirement age. 

(vi) Any excess of a contribution over the allowable 
limit should be carried forward and allowed in the 
first subsequent year in which the limit is not reached. 

(vii) Where earnings are found to have been under- 


assessed, additional relief for the year concerned 


should be allowed if the appropriate additional con- 
tribution is paid within six months after the additional 
assessment has become final. 

(viii) Subject to these two exceptions, relief for any 
year should be confined to contributions paid in that 
year, 

(ix) Earnings, in relation to the self-employed, 
should comprise earned income as defined for income 
tax purposes, excluding income from woodlands not 
assessed under Schedule D, and excluding income 
derived from the mere owning of land or investments, 
but including income derived by a dealer in invest- 
ments from the investments he holds, and including 
an inventor’s income from patent rights. 

(x) Profits should be computed in accordance with 
the rules of Cases I and II of Schedule D, but with 


? These limits are referred to in the leading article at 
pages 194-5. l 
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modifications regarding interest and other payments 
made under deduction of tax, capital allowances, and 
losses. 

(xi) Earnings, in the case of directors and employees, 
should be the remuneration assessable under Schedule 
E for the year concerned. | 

(xii) Relief in Schedule E cases should be confined 
to contributions paid in the year of claim, but subject 
to modifications similar to those applicable to the self- 
employed where the assessable remuneration is not 
finally determined until after the end of the year. 

(xiii) Remuneration of controlling directors of in- 
vestment companies (as defined for surtax) should not 
rank as earnings for this purpose. 

(xiv) Married women should be dealt with separately 
from their husbands, as though they were unmarried. 

(xv) Income from the investment of contributions 
should be exempt. 

(xvi) Contributions to a fund should not be per- 
mitted to exceed the maximum qualifying for relief, 
and any surplus shown to have arisen in a fund should 
„be used, as far as possible, to increase annuity rates. 

(xvii) Apart from the temporary life assurance for 
a lump sum if death occurs before the chosen retire- 
ment age, benefits must be non-~assignable life annuities 
non-commutable except as indicated in (xxi) below. 


Wrovisions for the refund of contributions on death 


oy incapacity before the retirement age, and for the 
c@nversion of the annuity wholly or partly into a life 

uity for a surviving widow or dependent children, 
should be optional. 

(xviii) Benefits should not be payable before the 
attainment of the chosen retirement age except on 
earlier incapacity or death. 

(xix) Where incapacity is proved, surrender of the 
annuity for a lump sum or an immediate lesser annuity 
should be permitted. Arrangements for the payment 
in such a case of a larger annuity than the actuarial 
equivalent of the surrender value should be permitted 
ifthe total premium is within the permissible limits. 

(xx) The refund of contributions in other circum- 
stances should be prohibited. 

(xxi) Commutation for a tax-free lump sum of up 
to one-quarter of the annuity, or so much as would 
produce a lump sum of £1,000, whichever is the 
greater, but with an upper limit of so much as would 
produce £10,000, should be permitted. 

(xxii) The £1,000 and £10,000 limits should apply 
to the aggregate of all lump-sum benefits an individual 
may receive. 

(xxiii) Annuities received under approved schemes 
should be taxed in full. 

(xxiv) Where the capital value of the balance of an 
annuity, after the permitted commutation, is under 
£500, that balance should also be commutable, subject 
to the taxation of the resulting lump sum by a top- 
slicing method. 

(xxv) Any excess over the permissible tax-free lump 
sum which may be taken tn lump-sum form in a case 
of incapacity should be taxed by a top-slicing method. 

(xxvi) Where the lump sum received exceeds the 
tax-free limit in any other case, the excess should be 
taxed without spreading, unless within three months 
it is converted into a non~assignable, non-commutable, 
and fully taxable annuity. 

(xxvii) Refunds payable on death before ike retire- 
ment age should be ‘converted into non-assignable 
annuities for the widow or children, if any, except 
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that £1,000, or one-quarter of the refund, whichever 
is the greater, but not more than £10,000, should be 
permitted to be retained as a tax-free lump sum. If 
there is no widow or child, the refund should be taxed 
at the staridard rate. 

(xxviii) Annuities under approved schemes should 
be treated as earned income. 

(xxix) Lump sums received under temporary life 
assurance policies should be free of tax. 

(xxx) Assets distributable on the winding-up of an 
approved fund should be used to acquire appropriate 
annuities for the members. 


: Employees with Existing but Inadequate 
Retirement Benefits 


The treatment recommended for non-provided-for 
employees should be applied, with these modifications: 
(a) the permissible percentage should be com- 
puted on the remuneration plus the estimated 
annual cost to the employer of regular annual con- 
tributions which would secure the benefit he is in 
fact providing, and 
(b) the maximum relief should be the permissible 
percentage, as above, less the estimated cost to the 
employer (as added to the actual remuneration in 
(a)) and the employee’s own contribution to the 
employer’s scheme. ` 


Changes of Occupation 


(i) An employee becoming self-employed or a 
director should be permitted, without tax liability, to 
‘pay into a scheme relating to the new occupation any 
sum withdrawable from his former employer’s scheme. 

(ii) If an employee who was formerly self-employed 
or a director receives an ex gratia lump-sum retirement 
benefit from his employer, any lump-sum benefit from 
any scheme he has belonged to should be taken into 
account in determining the exempt part of the ex gratia 


lump sum. 


iif) An approved fund for employees should be 
permitted to pay a member’s actuarial interest to an 
approved fund or scheme for self-employed persons 
which he has joined, without any tax liability, and to 
receive in respect of a new member any sum he has 


withdrawn from an approved fund or scheme he has 
left. 


Purchased Annuities 


(i) The part of each periodical payment representing 
the estimated capital content should be exempted from 
tax. The similar treatment ‘already accorded to 
annuities-certain should be made statutory. 

(ii) The capital content in each year’s payments 
should be computed by dividing the actual sum paid 
as purchase money, whether by a single premium or a 
series of premiums, by the average expectation of life 
at the age when the annuity commences. 

(iii) The investment income of the annuity funds of 
life assurance companies should be exempted from 
tax. All tax deducted from annuities paid should be 
paid over to the Revenue. The profits of the annuity 
business should be computed on ordinary Schedule D 
lines, bringing in investment income gross, deducting 
annuities gross, and excluding management expenses, 

(iv) Surpluses in an annuity fund should not be 
permitted to accumulate improperly. 
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(v) The interest content of a lump sum paid out of 
the annuity fund under an unapproved pension scheme 
should be taxed. 

(vi) Cash bonuses on deferred annuity contracts 
should be taxed. 

(vit) Any profit arising to an annuity fund from a 
change in the basis of valuation resulting from the 
change in the method of computing the profits should 
be taxed. 

(viii) The current year’s annuity profits, not those 
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of the preceding year, should be deducted from the 
management expenses of the company. 

(ix) The interest content of the surrender valué of: 
an annuity should be taxed. 

(x) Existing annuities should be taxed on the ‘new. 
basis in future if the annuitant establishes that his 
annuity is a purchased annuity. 

(xi) Life assurance relief for premiums on deferred 
annuity contracts effected before June 23rd, 1916, 
should be withdrawn. 


NOTES AND NOTICES 


The Institute of Chartered Accountants ` 
in England and Wales 


The following is a list of Associates elected to Fellow- 
ship and applicants admitted to membership at the 
Council meeting held on February 3rd, 1954, who 
completed their Fellowship or Membership before 
February 16th, 1954. 


Associates elected Fellows 

Archer, Michael Carr; 1948, A.C.A.; 6, 7 and 8 Clement’s 
Lane, Lombard Street, London, EC4. 

` Avison, Fred; 1927, A.C.A; Œt Hague, Sharp & Co), 
Retiro Chambers, Yorkshire Street, Oldham. 

Barber, Bryan Lister, M.C., T.D.; 1938, A CA: (Moore, 

_ Stephens & Co), 30 Cornhill, London, EC3, and at Paris. 

Barron, John Edward Burdett; 1948, A.C.A.; (Critchley, 
Pigott & Knowles), 109A, High Street, Winchester. 

Belcher, Edgar William John; 1923, A CA: (W. J. Calder, 
Sons & Co) and (H. A. Leach & Co), 90, Jermyn Street, 
London, SW1. 

Bishop, John Michael Perry; 1948, A.C.A.; (E. C. Brown, & 
Batts), Danes Inn House, 265 Strand, London, WC2, 
and at Sutton. 

Brain, Arthur Thomas; 1940, A.C.A.; (*Thompson & 
Wood), 22 Broad Street, Hereford. 

Brearley, Robert David Foord; 1948, A.C.A., (*David 
Owen & Co), Bank Chambers, Devizes, and at Chippen- 
ham and Marlborough. ' 

Buxton, Kenneth Arthur; 1938, A.C.A.; (Mellors, Basden & 
Mellors), 1 King John’s Chambers, Bridlesmith Gate, 
Nottingham and at Manchester. 

Calder, Allan Herbert; 1914, A.C.A.; (W. J. Calder, Sons 

: S E and (H. A. Leach & Co), 90 Jermyn Street, London, 

I 

Calder, Geoffrey Charles; 1925, A.C.A.; (W. J. Calder, 
Sons & Co), and (H. A, Leach & Co), 90 Jermyn Street, 
London, SW1. 

Clark, Alice Irene; 1927, A.C.A.; St Anthony’s, Boughton, 
Northampton, 

Cohen, Norman Myer; 1944, A.C.A.; 22 Queen Street, 
London, EC4. 

Combridge, Douglas Leonard; 1936, A.C.A., (Nevill, 
Hovey, Gardner & Co), 94 Old Broad Street, London, 
EC2, and at Hove. 

Cook, Arthur Eric, 1932; A.C.A.; (Hyland, Riches & Raw), 
pi Southampton Place, Holborn, London, WC, 

Darwell, John Scotson; 1937, A.C.A; (F. C. & J. S. 
Darwell, 14 Edward Street, and Globe Chambers, 
Cedar Square, Blackpool. 

Davies, Alan Aitken; 1937, A.C.A.; (Thomson McLintock 
& Co), 5 St Philip’ s Place, Birmingham E 

Dyas, John Reginald; 1928, A. CA: (S. C. Parker & Co), 
15 Bridge Road, Wellington, Shropshire, and at Newport, 
Shropshire and Wolverhampton. 

Dyson, Hubert Cecil; 1937, A.C.A.; (Finney, Son a 


* placed against a Firm Name signifies that the Firm is not 
exclusively composed of members of the Institute. 


\ 


Sadler), Pioneer Assurance Chambers, 31 Dale Street, 
Liverpool, 2. 

Hague, James Roe; 1930, A.C.A.; (H. Hague, Sharp & Co), , 
Retiro Chambers, Yorkshire Street, Oldham. 

Heather, William Leonard; 1931, A.C.A.; (*H. G. Large, 
Heather & Co), 1, Leadenhall Street, London, EC3. 
Hyams, Maurice Arnold; 1934, A.C.A.; (®Goodman,, 
Jones & Co), 3, Broad Street Buildings, Liverpool 


Street, London, Ca, 

Johnson, John Stanway; 1930, A.C.A.; 7, ‘Tithebarn 
Street, Liverpool, 2. : 

King, Geoffrey Arthur; 1930, A.C.A,; Chance 
Lane, London, WC2. 

Lane, Peter Stewart; 1948, A.C.A.; (Leonard 5. 
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Late, 
Scotten & Co), 34-40, Ludgate Hill, London, EC4. j 
Langford, Denis George; 1948, A.C. À.; (Walter Meacóck 
& Co), Carlton Chambers, 45, High Street, RESPON 3 

Monmouthshire. 

Linklater, George Duncan; 1936, A.C.A.; Victoria Buildings, 
46, Grainger Street, Newcastle upon Tyne, 1. ? 

Madge, Patrick John; 1937, A.C.A.; (Cash, Stone-& Co), 
og, Brunswick Place, Southampton, and at Portsmouth. 

Madge, Ronald Linton, rn: 1947, A.C.A.; (Walte 
Meacock & Co), Carlton Chambers, 45, High Street 
Newport, Monmouthshire. 

Miles, William Fred; 1939, A.C.A.; (W. F. Miles & Co) 
41 Walter Street, Ludgate Hill, Birmingham, 3: | 

Morgan, Brian; 1935, A CA. (Moore, Stephens &Go), 
30 Cornhill, London, EC3, and at Paris. 

Morris, Ronald; 1926, AC A.; (Lever, Honeyman & Co), 
9 Basinghall Street, London, EC2. 

Neal, Basil Carr; 1937, A.C.A; (Moore, Stephens & Co), 
30, Cornhill, London, EC3, and at Paris. 

Ponter, Walter George; 1937, A.C.A.; (*Warriner & Co), 

Temple Row, Birmingham, 2 

Reddall, Leonard Jack: 1948, A. CAS ; (Reddall, Osborne & 
moe 1 Guildhall Chambers, Basinghall Street, London,’ 
OC? 

Smellie, Cyril Norman, M.B.E., 1937, A.C.A; (Moore, 
Stephens & Co), 30 Cornhill, London, EC3, and at Paris. 

Smith, Edward Stanwell; 1937, A.C.A.; (Benesh & Smith), 
Harleyson House, 74 Newman Street, London, W1, 
and at North Harrow. 

Watson, George Reginald; 1937, A.C.A.; (L. W. Stone, 
Watson & Co), Coleridge Chambers, 177 Corporation 
Street, Birmingham, 4. 

Waugh, Hilary John; 1931, A.C.A.; (H. J. Waugh & Co), 
Midland Bank Chambers, Hereford, and at Kington. 
Wilson, James Henry; 1933, A.C.A.; (Moore, Stephens & 

Co), 30 Cornhill, London, EC3, and at Paris. 

Wright, William Herbert; 1922, A.C.A.; (Clark, Battams Si 

Co), 32 Victoria Street, Westminster, London, SWr. 







Admitted as Associates 
(Not in Practice) 
Austin, John Dennis Dean, with J. Dix Lewis, Caesar, 
Duncan & Co, 112~114, Cannon Street, London, EC4, 
Johnson, Brian, with *Peat, Marwick, Mitchell & Co, 
Alexandra House (P.O. Box 50), Hong Kong. 


February 20th, 1954 


Personal 


Messrs C. Brack & Co, Chartered Accountants, 
of Barclays Bank Chambers, 300 Mare Street, 
London, E8, announce that as from February 22nd, 
they are opening a branch office at 210 Earl’s Court 
Road, London, SWs. 

_ Messrs JONES, Avens, WORLEY & Piper, of East 
Pallant, Chichester, announce that Mr FREDERICK R. 
-PALMER, A.C.A., has joined them in partnership as 
from January Ist, 1954. 


Professional Note 


Mr R. W. Parker, c.a., finance director of the 
Scottish Division of the National Coal Board, has 
been appointed deputy chairman of the North 


, Western Division which covers Lancashire and North 
‘Wales. 


The Hull, East Yorkshire and Lincolnshire 
: Society of Chartered Accountants 


At a luncheon held by the Hull, East Yorkshire and 
Lincolnshire Society of Chartered Accountants at 
The New York Hotel, Hull, on February 8th, 
attended by fifty-four members, the guest speaker 
was Mr A. S. Maclver, M.C., B.A., Secretary of the 
Institute. Mr James Blakey, F.C. A., President of the 
Institute, had hoped to be present but was prevented 
from attending by the heavy snowfalls between 
Manchester and Hull. The chair was taken by Mr 
H. F. Strachan, F.c.a., Vice-President of the Society. 

Mr Maclver gave an interesting talk covering the 
wide field of the Institute’s activities and dealt with 
many questions. The appreciation of those present 
was expressed by Mr C. M. Strachan, F.c.a. In the 

ternoon Mr Maclver addressed, and had tea with, 
members of the Students’ Society. 


Taxation Course 


A course of seven weekly lectures on taxation for 
advanced students and practitioners is to be held on 
Thursday evenings at the Kingsway Hall, London, 
commencing Feburary 25th, at 6.15 p.m. 

i The lecturer will be Mr Percy F. Hughes, assistant 
editor of Taxation, and the subjects will be as follows: 
. Finance Act, 1953. 

. Taxation of income arising from property. 

. Recent tax cases. 

. Special points on Schedule D computation. 

. Schedule E expenses claim. 

. Points on profits tax and excess profits levy. 

. Back duty: Computation of penalties. 

The fee for the course is {1 1s od; SES for 
admission cards, together with the remittance, should 
be sent to Mr Ernest T. Green, F.c.c.s., Kingsway 
Hall, Kingsway, London, WC2. (Holborn 8860). 


N Gan Nor 


The Chartered Accountant Students’ Society 
of London 
The following meetings of the London Students’ 
Society will be held during next week. 
Monday, 5.30 p.m.: Lecture on ‘Exchange control’ by 
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Mr C. A. Shead (Assistant General Manager, Barclays 
Bank). Chairman: Mr J. H. Mann, M.B.E., M.A., F.C.A. 
Tuesday, 5.30 p.m. at the Library: Special debate for 
beginners. Motion: “That this house deplores the intro- 

duction of sponsored television in England’. 

Wednesday: Visit to Ford Motor Works (limited party). 

Thursday, 6.0 pm. at London Wall Restaurant: Dinner 
debate on the motion “That the citizen’s voting power 
should vary with the income tax he suffers’. 

Friday, I p.m.: Lunch-time discussion of study problems 
brought by students. 2.75 b. m.: Višit to the Royal Mint 
(limited party). 5.15 pam.: : Introductory course lectures 
on: (1) ‘Financial institutions’; (2) “The law on EECH 
and damages’. 


The Institute of Municipal Treasurers and 
Accountants 


CHILDREN, HEALTH AND WELFARE STATISTICS 


Three booklets giving statistics about Health, Children 
and Welfare Services during 1952-53 were published 
recently by the Institute of Municipal ‘Treasurers 
and Accountants in conjunction with the Society of 
County Treasurers.t This is the fourth occasion on 
which these annual returns have appeared, and each 
contains statistics relating to services provided by 
local authorities in England and Wales. 


CHILDREN SERVICES, 1952-53 


The statistics contained in the booklet on children 
services relate to the various services administered 
by local authorities under the provisions of the 
Children Act, 1948, and the Children and Young 
Persons Act, 1933. 

The return shows for each county borough and 
county the net expenditure met from rates and the 
equivalent rate in the £ together with an analysis 
of net expenditure and grants per 1,000 population 
over the various services, which include: residential 
homes and nurseries, hostels, approved schools and 
remand homes. 

Totals and averages for each of the types of 
authority concerned are set out in a summary table 
and also totals and averages for all authorities 
together. For comparative purposes the corresponding 
figures for 1951-52 are given and the following table 
shows certain figures extracted from the return. 


Totals and Averages for all Authorities 


IQ5I~52 1952-53 
Total rate borne EERE ~ 
amount £7,504,452 £7,929,602 
rate equivalent 551d 5°73d 
per 1,000 population £171 11s £180 ros 
. Total rate and grant borne ex- 
penditure ~ per 1,000 popu- 
lation.. ` £309 16s £330 145 
Expenditure met from Govern- 
ment grant — per I e popu- 
lation.. e £138 es £150 48 
Number of children i in care of 
_ local authorities 62,846 64,682 
Number of children in care per not 
1,000 population under 18.. available Së 
1 Local Health Services Statistics, 1952-53; Children 


Services Statistics, 1952-53; Welfare Services Statistics, 
1952-53. The Institute of Municipal Treasurers and 
Accountants, 1 Buckingham Place, London, DW. Price 
3s each, post free. 


F 


218 


HEALTH SERVICES, 1952-53 


The’ ‘booklet on health services contains ‘statistics 
of the various services administered by local autho- 
rities under the National Health Services Acts. 

Like the children services statistics, this return 
shows the net expenditure met from rates and the 
equivalent rate poundage for each local authority. 
There is again an analysis of net expenditure and 
grants. per 1,000 population over the various health 
services concerned, including the care of mothers 
and young children, midwifery, ambulances and 
domestic help. ` 

The. following figures are taken from the return. 


Total and Averages for all Authorities d 
IQ5I-52 1952-53 

Total rate borne expenditure ~ 

amount T £17,933,893 £19,390,654 

rate equivalerit : 13°18d 14°00d 

per 1,000 population £410 os $441 6s 
Total rate and grant borne ex- ; 

penditure ~ per 1,000 popu- 

lation.. £811 Ge £875 125 
Expenditure met from Govern- 

ment grants — per 1,000 pop- 

ulation ae Es £401 6s £434 6s 


WELFARE SERVICES, 1952-53. 


The statistics set out in the booklet on welfare 
services relate to the assistance provided by local 
authorities in England and Wales under the National 
Assistance Acts. The services include the running of 
residential homes, temporary accommodation and 
spécial welfare peices such as services for blind 
persons. 
Extracts from the: tables are given below: 


Totals and Averages for. all Authorities 
: * 1951-52 1952—53 
Netexpendituremet from rates— 


amount £L11,437,009 £12,733,736 


rate equivalent Ka bg 8-40d 9°20 

per 1,000 population £261 os £289 16s 
Government grants ~ per 1,000 

population : £7 As £7 8s 
Number of persons ‘accom- 

modated 63,759 67,518 
Number of persons per I 000 

population 1'5 1'5 


- New Business Names Registered in 1953 


The Board of Trade announces that during the year 
ended’ December 31st, 1953, there were 28,543 new 
registrations under the Registration of Business 
Names Act 1916, bringing the total number on the 
register to 653,531. Twelve prosecutions were insti- 
tuted during the year for non-compliance with the 
provisions of the Act. A conviction was obtained in 
each case. 


Auction Sale Cancelled 


.Messrs Chamberlain & Willows announce that the modern 
office block, 52 Cornhill, EC3, advertised in last week's 
issue of The Accountant as for sale by auction on February 
23rd, has been sold by private treaty and the proposed 
auction will therefore not take place. 
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Institute of Actuaries 


Mr J. F. Bunford, M.A., has been elected President 
of the Institute of Actuaries in succession to Mr 
W. F. Gardner, c.B.E., whose term of office will 
expire on June rath next. 


ALFRED WATSON NORIA LECTURE 


The sixth Alfred Watson Memorial Lecture will be- 
delivered by Sir Archibald Forbes, chairman of the’ 
Iron and Steel Board, on Monday, February 22nd. 
The meeting will take place in the Conference 
Hall of the Chartered Insurance Institute, 20 Alder- 
manbury, London, ECa2, at 5 p.m. j 


TWENTY-FIVE YEARS AGO 
From Che Accountant or FEBRUARY 23RD, 1929 
A weekly note i 
The Society of Incorporated EE 


The formal entry of the Society of Incorporated" 
Accountants and Auditors into its new home on the, 
Victoria Embankment, took place on Tuesday last} 
when H.R.H. the Duke of York performed t 
opening ceremony. To the great regret of all the 
Duchess of York, who was to have accompanied 
him, was unable to be present as she had not sufficiently 
recovered from an attack of influenza. Fortunately, 
the weather was fine and the building looked its best 
in the sunshine. A Guard of Honour mounted by, 
the London Scottish Regiment with the -King’s 
colours and pipers awaited the Royal party, which 
was met on arrival outside the Hall by the Parlia- 
mentary Secretary, Mr. J. R. W. Alexander. Afte. 
the ‘Royal salute had been given, the Duke was 
received in the forecourt by the President, 
Thomas Keens, and others. He inspected the ard 
of Honour and signed the visitors’ book. After guest 
and members had been presented and the National 
Anthem had been sung, led by the Temple Church 
choristers, the President addressed the gathering 
and the Duke formally opened the building. Subse- 
quently, he unveiled a War Memorial stone and a 
Commemoration Stone, and took tea in the Committee, 
Room. A full report of the proceedings will be 
published later. 


SEVENTY-FIVE YEARS AGO 
From The Accountant of FEBRUARY 22ND, 1879 


Extract from a leading article 
Touting 


A subscriber, whose letter we publish elsewhere, 
calls our attention to a touting circular which we are 
sure will meet with the most emphatic disapproval 
from all accountants who have the welfare of their 
class at heart. Whatever difference of opinion may 
exist as to the various modes of obtaining proxies, 
and as to contests for trusteeships, there can be no 
question that general stereotyped appeals of the kind 
exhibited in this circular are most pernicious and 
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derogatory in their tendency — having regard to the 
interests of accountants as a body. Probably the 
number of persons who would be influenced by such 
ad captandum statement as that “our charges are 
small, and in order to assist our clients are payable at 
their convenience” — is very limited, even adopting 
Carlyle’s sarcastic estimate of the population of Great 
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Britain as ‘“‘mostly fools”; still such a method of 
trying to get business is attended with very mischiev- 
ous effects, if looked at from this consideration alone, 
that it gives the detractors of accountants an oppor- 
tunity of publishing such appeals as a sample of the 
course ordinarily pursued in view of bankruptcy 
trusteeships. .. 


THE INSTITUTE OF 
COST AND WORKS ACCOUNTANTS 


Results of Examinations held in December 1953 


SUCCESSFUL CANDIDATES 
FINAL EXAMINATION 


ep: 


-HOME CENTRES 


PARTS A AND B 


First Place and S. Laurence Gull Prize 
Evers, Ronald William, Wolverhampton 


Aas, I., Tottenham, London, 


oddington, D. J., Wyboston, Beds. 
rgoyne, J., Bury, Lancs. 


Chakrabarti, P. C., Kensington, London. 
Coombes, K. L., Kensington, London. 


Craigie, C., Glasgow. 
Fairlie, J. R., Birmingham. 
Jones, R. W., Waterloo, Liverpool. 


Keetley, D., Sutton-in-Ashfield. 
Krause, G., "Middlesbrough. 


McKenzie, R. J. H., Liverpool. 
Polding, J. G., Hounslow. 
Straw, W. G., Clapham, London. 


Wand, K. M. O., Smethwick, 
Williams, L., Forest Hill, London; 


88 candidates sat. Of these, 16 candidates (as listed above) passed A and B. r candidate passed Part A only. 39 candidates passed Part B 


only. 32 candidates failed fo secure any pass. 


PART A (COMPLETING FINAL) 


Abram, S., Middlesbrough. 


Ee , Hendon, London. 
Bell, E., hile cates one 
Berry, F., Huddersfield. 
innington, L., Sheffield. 
Blòxham, W. H., Neath 
Bourne, J. E. M., Greenford, Middlesex, 


Charnock, d B., Heswall, 

Clavey, B.A ., Sudbury, Middlesex. 
Cobb, A. G., Warwick. 
Constantine, SÉ Birmingham. 
Cooper, D., Blackley, Manchester. 
Cotes, H. R., Derby. 

Coull, J. F., Aberdeen. 

Court, J. G., Cardiff, 

Creigh, D. R., Bexleyheath. 


Daniels, D. F., Romford. 

Davies, D. G., Stoke-on-Trent, 
Davies, E., Stockport. 

De Beaufort, A. H., Bristol. 
Dolan, W. J. P., Neasden, London. 
Dovey, W. G., Neath. 

. Duguid, J. S., Birmingham. 


Eddy, A. W., Nottingham. 


~Mascord, C. 


Eden, G. D., Willesden, London. 


Feldman, M., Stamford Hill, London. 
Fisher, R. D., Birmingham. 
Fothergill, D., West Hartlepool. 
Fowler, W., Barrow-in-Furness. 
France, G. A. W., Highgate, London, 
Fraser, D. E., Motherwell. 


*Grain, D. E., Brixton, London. 
Gupta, A. C., Finsbury Park, London. 


Hankins, C. H., Preston. 
Heywood, J., Greenford, Middlesex. 


Hithersay, K. R., Handsworth, Sheffield. 


Houghton, James Crofts, Rotherham. 
Ibbotson, W., Sheffield. 

Jackson, L. J., Belper. 

Kelsall, D. A., Bramhall. 

Machen, J. S., Doncaster. 

Mackie, J. D., Dundee. 

L., Bedford. 


Matthews, W. E., Stepney, London. 
Medcraft, E. A., Grays, Essex. 


- Ransom, T. D., 


Miller, J. G., Acton, London. 
Morgan, L., Stockport. 


Pash, G. F., Enfield, Middlesex. 
Potkin, D. A., Sunbury-on-Thames. 
Powlesland, N. J., Harrow. ` 


Sutton, Surrey. ` 
Remington, J., ‘Leicester. 
Robinson, F., ‘Oldham. N 
Spence, C, M., Southport. 
Steadman, §. C. , Southgate, London. 
Stewartson, A. C., Glasgow. 


Turk, R. J., Bloomsbury, London. 
Underwood, L. A., Middlesbrough. 


Venting, M. D., Rochdale. 
Vernon, E. A., Birmingham. 


Whitehouse, J. M., Sutton Coldfield. 
Williams, L. J., Barnet, Herts. 
Williamson, T. C., Glasgow. 
Wilson, E. A., Stroud. 

Wilson, H. A. V., Harrow. 

Worsley, D., Crewe, 


a * Donald L. Moran Prize (Management ~ Factory and Distribution) 
323 candidates sat. Of. these, 66 candidates passed and 257 candidates failed. - R 


JOHN 


56 VICTORIA STREET, LONDON, SWI 


FOORD & COMPANY 


Telephone: Victoria 2002 (3 lines) 


| VALUERS AND ASSESSORS 


OF WORKS, FACTORIES, PLANT & MACHINERY, Etc. 


yr 
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S PART B (COMPLETING FINAL) 
Abbott, S., Bury, Lancs. Eldridge, C. H., Harrow. Pheips, G. E., Chiswick, London. 
Ashton, L. H., St Helens, Lancs. Elson, A., Oldham. Podmore, H., Northwich, 
Atkinson, F. G., Hove. Evison, K. A., Wheathampstead. 
. Ross, T. H. S., Finsbury, London. 
Balcombe, A. E., Putney, London. Fennelly, G. F., Cork, Eire, Roy, W., Edinburgh. 
Barnard, A. W., Hayes, Middlesex, , Royle, A. G., Manchester. 
Beeson, G. H., Derby. Gardner, K. D., Brentford, Middlesex. Russell, .J. B., Wigan. 
Bennett, S. G. A., Bilston. Gardner, M. A., Bedford, 
Blackett, J. E., Ulverston. Gillett, R. E. J., Abbey Wood, London. Shapter, E. C. W., Bristol, 
Bottomley, K., Hyde, Cheshire. Glass, R. McD., Denton, Manchester, Small, E. J. L., Glasgow. 
Brace, A. J., Newport, Mon. Holah. T. R., Selb Smith, J. R., Stourbridge. 
Bray, W. C., Hillingdon, Middlesex. Ge J. ESCH Spurr, F., Dewsbury. 
Brien, W. H. C., Goodmayes, Essex. Holt D dée de Stapleton, A. H., Harrow. 
Broadbent, R., Oldham. Ho t R E Gh. 
Hutte J WHF SEAR Taylor, G. A., Manor Park, London. 
A Go SE GE UOL, re Ray OT ana, Tyrer, C. G., Chesterfield. 
Oe, 1. f. La, Fortobelio. = 
Colman, À. E., Liverpool. pa eee Wake, W., Barnsley. 
Cox, A. J., East Ham, London. - ig ee A Whitton, A. R., Wraysbury, Middlesex. 
Cox, H. S., Bilston. Mackie, J. Glasgow. Wilkins, A. R., Stapleford, Notts. 
Crawford, D., Dundee. l Moyle C. C.. Failsworth. i Woodall, C. W., Barnes, London, 
: : Wootton, W. D., Broadstone, 
Day, R. B., Bristol. Ormerod, L. H., Bebington. Wyld, D. T., Twickenham. 
65 candidates sat, Of these, 57 candidates passed and 8 candidates failed. 
FELLOWSHIP EXAMINATION 
Body, J. F., Sheffield. Hodgson, H., London. McCluskey, J. V., Whitehaven. 
Coombs, I. C., Greenwich. - Hunter, F. T., London. Person E S. Nuneaton b 
*Cornish, J. F. D., Bristol. Kerr, C. F., Hale, Carty i f 
Dawson, T. W., Leytonstone, London. Linnell, R. W., Bedford. Reynolds, D. E., Stockwell, London, e 
Rice, C., Oxted, Surrey. 
Fenwick, J. N., Newcastle upon Tyne. Maclay, I. M., Much Hadham, Herts. Roberts, B. T., Twickenham. 


* The Lewton Coronation Prize in Management Accountancy. 
88 candidates sat. Of these, 15 candidates passed, 73 candidates failed. 


Summary of Results— Home Candidates 
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CONTENTS 
Leading Articles 
‘ Domicile 
Retirement Provisions 


Special Article 


Days from My Diary 
by A Martyred Accountant 


Lecture 


Retirement Benefit Schemes 
~ I, Alternative Methods of 
Provision 

-by T. A. E. Layborn, C.B.E., 
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DOMICILE 


HE British tax code makes considerable concessions to 
persons who are not domiciled in the United Kingdom, 
both in relation to income tax and in relation to estate 
duty, particularly the latter. As these taxes have grown in weight, 
the question of domicile has increased in importance but the 
present state of the law on the subject is far from satisfactory. It 
frequently produces results which to the layman are the converse 
of fairness and logic. An Englishman may voluntarily exile him- 
self for many yéars in some inhospitable climate where he makes 
a fortune and dies, only for the unfortunate beneficiaries ‘to 
discover that in the eyes of the law he died domiciled in England 
and that, therefore, his movable property is subject to estate duty. 
Complicated as it is, domicile is only one of many complicated 
aspects of private international law which may crop up in relation 
to taxes, contracts, inheritance or divorce. The provisions of the 
special contribution in relation to income from foreign trusts: 
produced problems which emphasized these difficulties. 
In September 1952 the LorD CHANCELLOR appointed the 
Private International Law Committee under the chairmanship 
of Mr Justice WYNN-Parry with the following terms of reference: 


“To consider what alterations may be desirable in such rules of 
private international law as the LorD CHANCELLOR may from time 
to time refer to the Committee; and to consider, on the request of 
the Lorp CHANCELLOR, the subjects-proposed for discussion at any 
international conference on private international law in which the 
United Kingdom may be participating, and to-consult with depart- 
ments interested in the proposals; to make recommendations as to 
the instructions tó be given to the United Kingdom representatives 
at such conferences; and, when requested, to consider and make 
recommendations on the reports of such conferences and the action 
to be taken on them’, 


Three months later the LORD CHANCELLOR asked the Committee 
to consider 


‘what amendments are desirable in the law relating to domicile, 
in view especially of the decisions in Winans v. Attorney-General 
([1904] A.C; 287) and Ramsay v. Liverpool Royal Infirmary ([1930] 
A.C, 588) and whether in the light of any alterations which the 
Committee may recommend in that law, it appears desirable that 
Her Mayjesty’s. Government should become a party to the draft 
Convention to regulate conflicts between the law of the nationality 
and the Jaw of domicile’. 


The Convention referred to was approved by a conference held 
at the Hague in October 1951. ‘The conference was called to 
devise methods of removing some of the difficulties caused by 
the present system of international law. An essential step in -this 
process is to achieve agreement between nations as to what 


i 
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‘domicile’ means. Article 5 of the Convention 

provides that for the purpose of the Convention: 
‘domicile is the place where the person habitually 
resides unless the domicile of such person depends 
on the domicile of another person or on the seat of 
some public body’. 

The first report of the Committee has now been 
published? and contains a draft proposed code 
of the law of domicile in the United Kingdom. 
It provides for less stress being placed on a 
person’s domicile of origin than is the case at 
present. For instance, if a person acquires a 
domicile of choice, that domicile would continue 
until he acquired another domicile. At present, 
where a person abandons a domicile of choice, 
his domicile of origin revives, however out of 
keeping with the facts this may prove to be. 

The draft code also provides that the domicile of 
a person shall be in the country in which he has his 
home and intends to live permanently. Moreover, 
unless a different intention appears, he is to be 
presumed to intend to live permanently in the 
country in which he has his home. On the other 
hand, where he is stationed in a country for the 
principal purpose of carrying on his occupation, 
and his wife and children have their home in 
another country, he will be presumed (unless a 
different intention appears) to intend to live 
permanently in the latter country. The Committee 
gives as its reasons for not adopting entirely the 
test of habitual residence laid down in the 
Convention, the argument that: 

‘It would not be in harmony with the temper of 

the British people if those who happen to be living 

abroad had to be told that there was no method 

whereby they could continue to regulate their 

lives according to the familiar British conceptions.’ 
There are, of course, some familiar British con- 
. ceptions which British people might well bear 
to be deprived of, such as the conception that 
foreign movable property of a person who has 
lived most of his life abroad should bear heavy 
British estate duty. 

-The new draft code also makes special provi- 
sion for infants, married women and lunatics. A 
male married infant would have the status of an 
adult in relation to the law of domicile. Un- 
married, his domicile would follow that of the 
person having custody of him, father, mother or 
adopter, except that the Court would have power 
to vary the domicile. At the moment a lunatic; 


1 Cmd. 9068. H.M.S.O. 6d net. 
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cannot change his domicile. Under the code the 
person having charge of. him would be able to 
make a change with the approval of the Court. 
The Committee make only one suggestion of 
change in relation to married women, i.e. that 
if a woman has been separated by the Court, she 
should be treated as single. Otherwise, she would , 
continue to have her husband’s domicile. 

The presumptions as to intention referred to 
above would not in any case apply to persons 
entitled to diplomatic immunity or in the 
armed forces or an international organization. 

The use of the word ‘home’ rather than 
‘residence’ has been adopted deliberately in view ; 
of the latent ambiguity in the latter word. It may 
be that the Committee were influenced by the 
course of the decided cases on ‘residence’ for~ 
the purpose of income tax law. Nevertheless, | 
if the code is adopted, future litigation might 
show that the word ‘home’ is as ambiguous a 
‘residence’. Indeed, it may be found that many 
people have no home in any ordinary sense so | 
that they would not have lost their domicile 
of origin. 

The code is a step in the right direction but 
in our opinion it does not go far enough. It is 
steeped in the pre-existing conceptions of the / 
meaning of domicile and too concerned with; 
the tradition of Englishmen going abroad to’ 
make their fortune but retaining the truly British” 
outlook. Anyone who takes up ‘habitual residénce 
in a foreign country is subject to most of the, 
laws of that country and it seems reasonable | 
that he should be regarded as domiciled there 
as long as he chooses to stay there. 

The Convention, of which Article 5 giving a 
definition of domicile forms part, is intended to 
regulate conflicts between the law of nationality 
and the law of domicile. 

The Committee report that if its draft code on 
the meaning of domicile is adopted, the British 
law of domicile will then be sufficiently near to 
the continental law to enable the United Kingdom 
to adopt the Convention subject to the following 
statement: | 

‘In ratifying the present Convention Her: 

Majesty’s Government wish to state with reference 

to Article 5 that, while under the law of the 

United Kingdom habitual residence is not the 

absolute test of domicile, recent legislation has 


brought the two conceptions sufficiently close to 
serve all the practical purposes of the Convention.’ 
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RETIREMENT PROVISIONS 


Committee on the Taxation Treatment of 


JẸ our review last week of the report of the 
Provisions for Retirement, lack of space pre- 


vented us from dealing with certain aspects. In ` 


particular, the committee unanimously proposed 
many and detailed changes in the tax treatment 
of retirement schemes for the benefit of em- 
ployees. Some of the changes are in favour of 
the taxpayer, some have the opposite effect, the 
general object being to introduce some logic and 
principle to the overall picture. Altering the 
provisions to the detriment of the taxpayer in- 
yolves a difficulty in that many people have 
entered into permanent commitments and made 
other irrevocable arrangements on the footing 
that they would continue to receive the favoured 
reatment. granted up to the présent. The com- 
hit meet the difficulty by providing for tran- 
sitional provisions, which we review below. 

The basic principle governing the new pro- 
posed code is the exemption of the build-up of 
bona fide and reasonable schemes, and taxing 
the benefits. General rules which will adequately 
lay down what is bona fide and reasonable are 
not possible; it will be necessary for the schemes 
to be subject to scrutiny. Accordingly, the report 
recommends that all future schemes (other than 
those set up by statute) should require the 
specific approval of the Inland Revenue before 
they can qualify for the reliefs recommended. 
At the same time it should be incumbent on the 
Inland Revenue to approve the scheme where it 
conforms to certain specified rules, that depart- 
ment having discretionary power to approve other 
schemes, not so conforming. For this latter 
purpose the Inland Revenue would be entitled 
to determine the conditions on which the dis- 
cretion would be exercised — conditions which, as 
now, can be altered from time to time. 

As regards exemption of the build-up in 
respect of employers’ contributions, in future 
approved retirement schemes, it is recommended 
that regular annual contributions be allowed 
when incurred, while lump-sum contributions 
be allowed but spread forward over a number of 
years. There is an echo here of one of the recom- 
mendations of the first Millard Tucker com- 
mittee. In general, the maximum spread would 


be ten years. Spreading is also recommended 
for what are known as ‘Hancock’ payments. It 
was established in Hancock v. General Reversion- 
ary and Investment Co Ltd ([1919] 7 T.C. 358) 
that where an employer pays a lump sum to 


_ buy an annuity for an employee, the whole sum 


is deductible for the year of payment. The 
committee regard this as excessively generous. 

The employee’s own contribution would be 
allowable up to 15 per cent of his remuneration 
in the year. This limit is already imposed by the 
Inland Revenue in approving superannuation 
funds under the Income "Tas Act, 1952, Sec- 
tion 379. The committee admit that for an em- 
ployee entering the scheme comparatively late 
in life, this percentage may be too low to secure 
an adequate pension. Special contributions do: 
not at present qualify for relief from Schedule E 
but the report recommends an allowance, subject 
to the 15 per cent maximum. Any part of the 
maximum not used up in one year would be 


carried forward and made available against: 


excessive contributions in subsequent years, 
so long as the employee remained in the same 
employment. M 

We referred last week to the recommendations 
for the exemption of the income of superannua- 
tion schemes themselves and for the treatment 
of lump sums; the same principles would be 
applied both for employees and for the self- 
employed. ` 

Where a lump sum is payable under the scheme 
on death before retirement, it is proposed that 
automatic approval of the scheme should not 
apply if the scheme sanctions, in the case of an 
employee leaving a dependant, an amount 
greater than two years’ remuneration or f 10,000. 
Here again the maximum would not affect any 
sum net exceeding £1,000. The lump sum would ` 
be free of tax. Where death took place after 
retirement, the benefits already received before 
death would be deducted in arriving at the maxi- 
mum lump sum, if the scheme was tosecure auto- ` 
matic approval. These amounts are reasonably 
generous, particularly in the case of higher paid 
employees. (The higher paid the employee, the 
greater the assistance which the State will have 


given to him, in the form of income and surtax 
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relief, in building up these large tax-free sums). 
Where no dependant was left, the estate would 
pay tax at standard rate on the lump sum. 

Schemes must normally have some provision 
for the return of an employee’s contributions in 
certain cases. Those contributions will, under 
the committee’s proposals, have been saved free 
of tax, often over a very long period of time. The 
present provisions regarding the recovery of the 
tax allowed on them are neither logical nor 
adequate. On the other hand, re-working the 
employee’s liability for as many as forty past 
years is difficult, as well as being somewhat 
unreal, for no one knows what changes in money 
values will have occurred. The committee put 
forward a practicable rule of thumb method 
which ought to enjoy general support. The 
refund would be charged at the average rate at 
which the relief had been given in the preceding 
six years, as regards income tax. If surtax relief 
had been given, it would be recovered by addi- 
tional assessments for all the years in question. 
This is perhaps striving too hard for arithmetic- 
ally accurate justice; it will certainly mean a 
great deal of work, although for fewer cases. . 

If the employee enters new pensionable em- 
ployment within twelve months and pays his 
returned contributions into the new scheme, rio 
tax would be chargeable on them, but at the same 
time no relief would be allowed in respect of 
them, since, of course, they would have already 
been relieved when originally paid. The com- 
mittee recommend that the existence of a rule 
permitting transfers should not be a bar to 
automatic approval of the scheme. 

Where a scheme which included a fund had 
to be wound up, under the general law the 
members would automatically become entitled 
at once to the actuarial value of their respective 
rights. The committee recommend that it be a 
condition of automatic approval that the scheme 
should provide instead for annuities. 

The report goes on to provide recommendations 
designed to ensure that every scheme to be 
approved should be both bona fide and reason- 
able. These are, of course, to some extent sub- 
jective tests but the committee has been guided 
by the provisions commonly applied to such 
pension provisions as those obtaining in the Civil 
Service. There is an implied criticism in the 


report, of the 1947 legislation for taxing certain. 
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provisions by an employer for retirement. That 
legislation does not extend to benefits payable 
solely in the event of the death or incapacity 
of the employee arising during service. It is 
recommended that such schemes also should 
require approval, unless the benefits are payable 
only where the death or incapacity arises as a 
result of an accident arising in the course of 
the employment itself. 

A maximum pension of {2,000 is envisaged 
although this compares unfavourably with the 
maximum pensions already granted by the State 
to its retired servants, notably High Court. 
judges. 

The report is rather hard on company directors, 
that much maligned class. It admits that a 5 per 
cent holding as a maximum for whole-time service 
directors is low, but regards this figure as tied 
up with profits tax legislation and therefore out- 
side its terms of reference. Even so, there seems/ 
little logic in treating a holding of slightly moré 
than 5 per cent as being characteristic of a ‘con- 
trolling’ director. No one with such a small 
holding could go far in the way of controlling 
the company in any real sense. Nevertheless, 
controlling directors are to be excluded from 
employee superannuation schemes. Even if a 
director’s holding does not exceed the magic: 
5 per cent, if he is not employed full time, his) 
inclusion in the scheme is to be subject to th 
Inland Revenue’s discretion. 

Although many existing schemes are regarded. 
as being mere tax-saving devices rather than 
genuine schemes, the committee does not recom- 
mend that tax advantages already enjoyed by 
them should be lost. On the other hand, some 
existing schemes would do better under the new 
dispensation. It is proposed that all new members 
of existing schemes be subject to the new rules, 
the scheme being divided into two parts. Existing 
members will have a two-year option to become 
subject to the new rules, and must decide for 
themselves which will pay best. As regards return 
of contributions to an old member who had 
elected to become subject to the new rules, the 
provisions for taxation of such returned con- ` 
tributions would be confined to that part of the 
sum in question as accrued after the member 
became subject to the new rules. Deciding 
whether or not to exercise the option will in | 
many cases be an extremely difficult matter. 
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DAYS FROM MY DIARY 


by A MARTYRED ACCOUNTANT 


Tuesday, 2nd — Arrived late at office, having caught 
late - overlate and unheated —train, and a cold; all 
due to spending breakfast time in roof amid tank-ice. 
Hearty partner (P.) arrives coatless, drags me into 
his room, sets fire at half-cock, opens window. 
Have just become his co-trustee and here are some 
fifty transfers and mandates for my signature. 
Grasping pen firmly at point of balance between 
lead-piping that was once fingers, make attempt on 
. first mandate; result, something between Will 
Shakespeare’s worst and coastline of Norway. Enter 
P.’s secretary with mail; turns up fire, shuts window; 
exit with freezing glance at P. Consoled to note P.’s 
massive frame shaken by slight shiver. 


Thursday, 4th — Collecting file from desk of V. 
>{articled) while he is at lunch, am confronted by 
amazing object on blotter. Base thereof provided by 
ink-bottle, its cork pierced by nibs of two upright pen- 

olders, which cross each other and are lashed by 
pe band: balanced in resulting fork is inverted 

ire letter-tray; from one end of this there hangs by 


red tape The Accountant of January 30th; from other 


end is suspended puppet made from pins, india- 
rubbers and paper-fasteners; superstructure sways 
gently as I look, manikin uppermost. Later V. comes 
in with query. Settle it and raise one myself. ‘Con- 
traption, sir?’ says V. ‘Oh, you mean the mobile. I'd 
run out of work at the time, sir — it’s the Unknown 
Chartered Examinee.’ 


Wednesday, 10th F. (senior) reports with grave 
face: X. Ltd canteen money £36 short. Looks bad for 
H., whose reply to obvious first question is that he does 
not know, must have borrowed it. No great effort 
needed to recall H. Fat young man in purple-checked 
sports jacket, who somehow got cushy dual job of 
keeping canteen records and serving up to chairman 
certain simple traditional statistics no one ever uses; 
H. blessed with gift of gab and addicted, surprisingly, 
to airing wrongs of ‘black-coated worker’. As F. (who 
has literary leanings) once observed, black-coated 


worker label, applied to H., is scintillating misnomer. ' 


Decide to do dirty job myself; visit managing 
director ~ decent sort with staff’s interests really at 
heart. Seems H. has just confessed and all now 
required of me is advice on treatment for H.’s good. 
Self-consciously, for this is not accountancy, hold 
forth: (a) give him second chance ~ he will probably 
think you mug and seek subtler method; (5) prosecute 
— he will probably get probation and, from the psychos, 
wealth of excuses for what he did and for doing it 
again; (c). sack him~if warned no references for 
money-handling jobs, he may find some good hard 
work to keep him straight. . . . Same evening, H. 
telephones me; has ‘resigned’ to start own mail- 


order business — would I give him tips about dodging 
income tax? 


Monday, 15th- V. (articled) points out with pleasure 
Council’s announcement in Saturday’s Accountant 
that no -E.P.L. questions will be set in the Final 
examination in or after November 1954. During 
lunch, speculate idly: who christens these new taxes? 
Chancellor himself, or elderly Treasury official kept 
on half-pay for purpose? And what will he call next 
excess profits thing? Duty, tax and levy being done 
with, presumably excess profits contribution: and 
after that? Something gayer, perhaps, like “Turpin’s 
extract’ — or ‘antispiral disincentive subscription’. 


Saturday, 20th ~ Have brought home completed 
costing summaries of G. Ltd for comparison with 
accounts over week-end; thus able to rise late, do 
chores and take young Bill and his mother out to 
lunch, before settling in armchair to deal with G. Ltd. 
Copious notes look satisfactory, apart from problem of 
excessive direct labour in finishing process as disclosed 
by accounts. Break off at five, move to television in 
playroom and watch Mr Turnip with Bill. On return 
to armchair cannot find G. Ltd papers; raise hue 
and cry. In kitchen crouches Allhusen the Airedale, 
with something between paws; face one large query, 
viz. ‘Have we got grand new game here, or am I in 
more trouble?’ Canine intuition speeds him into 
retirement behind washing-machine. Retrieve unat- 


_ tractive lumps of tattered manuscript, regard same 


in stunned silence. One thing, though — animal has 
given me probable explanation of excess finishing 
labour; unforeseen accidents which mean doing jobs 
all over again. 


Tuesday, 23rd — Begin study of Millard Tucker 
Report. Soon come to conclusion that it contains 
goodly supply of potential screws for accountants’ 
coffins. Suggest Institute presses for provision putting 
us in special class, with whole life premiums allowed 
in full — I for one do not expect to reach 65 if this 
sort of thing goes on. 


Thursday, 25th - At solicitors’ to inspect some 
deeds. Clerk produces tin box-salved from fire-blitz, 
warns contents not very legible. Dive in. As result of 
co-operative cooking by Hitler and fire-service, first 
deed — old genuine parchment ~ resembles oblong 
omelette made from election eggs. Beg, between 
gasps, that window be opened; clerk smiles, makes 
valiant attempt, fails, states window never kas been 
opened; anyway, these deeds quite innocuous. Offers 
to show some ‘proper stinkers’, date about Charles II, 
engrossed, he thinks, on rind of Limburger cheeses. 
Politely decline, complete sketchy inspection and 
‘emerge thankfully into sweet air of Holborn. , 


V 


-aspect and he is followed by 
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RETIREMENT BENEFIT SCHEMES-I 
ALTERNATIVE METHODS OF PROVISION 
by T. A. E. LAYBORN, C.B.E., F.C.I.B. 


HIS is the first occasion I have had the 

pleasure and honour of addressing the London 

and District Society of Chartered Accountants. 
Your committee has arranged a series of three talks 
on ‘Retirement benefit schemes’, and it has fallen 
to my lot to lead off with the sub-title ‘Alternative 
methods of provision’. I understand Mr Frank 
Bower, C.B.E., the well-known 
authority on taxation, comes 
next and deals with the tax 


Mr R. W. Foad, a.c.a., who 
will talk to you on the account- 
ancy side of the subject. 

Having waited a long time for 
the publication of the Millard 
Tucker Report, it is indeed un- 
fortunate from a personal point 
of view that it should have seen 
the light of day this very. morn- 
ing. As yet, probably like most 
of you in this room, I have had 
no time to study such a massive 
document. My talk is therefore 
based on conditions as they exist 
today — conditions which may 
undergo considerable changes in . 
the near future. It is a little 
difficult to talk about the alterna- 
tive methods without impinging 
on Mr Bower’s subject, because 
in most cases the ‘alternative’ 
often depends on the tax situa- “ n 
tion. If, therefore, here and 
there I am a little inconclusive and merely say “This 
is for tax reasons’, I hope you will appreciate my 
position and realize that Mr Bower will be giving you 
a fuller explanation. 

T will start by giving you a brief outline of the 
different types of pension provision and I will then 
examine with you the question of which type best 
suits particular circumstances. In conclusion I will 
talk to you about a number of miscellaneous points 
which I think may be of interest to you. 

Pension schemes broadly fall into two types, 
those which are self-administered and those which 
are insured. The success of the former depends 
upon the accuracy, in his calculations, of the actuary 
to the fund, and the success of the trustees in their 


te 


investment policy. Where the scheme is insured 


the payment of the benefits depends only upon the 


An address given at a meeting of the London and District 


Society of Chartered Accountants on February 17th, 1954, 
with Mr W. G. Densem, F.c.A., in the chair. 
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solvency of the insurance company. 

There are, broadly, two main subdivisions, those 
for which approval is sought under Section 379 
of the 1952 Income Tax Act, and those for which 
approval is sought under Section 388 of the same 
Act. 

Where the scheme is contributory and approval 
is sought under Section 388, it 
is also necessary to make sure 
that it is regarded as a bona fide 
scheme in accordance with Sec- 
tion 219 in order that the em- 
ployee’s contributions may be. 
treated as life assurance prem- 
iums for tax rebate. . 

Where approval is obtained 
under Section 379 as is invari-- 
ably the case with a self 
administered fund, income’ taf 
advantages are gained by O8 
employee in respect of his con- 
tributions, but no pension may 
exceed {2,000 per annum if the 
employee contributes, and there 

are disadvantages should an 
-< employee leave service before 
normal pension date and elect 
to receive a return of his con- 
tributions. Considerable tax a 
vantages are also gained” in 
respect of investment income 
and I have no doubt full details 
will be given to you in the next 
. paper. 

Where approval is obtained under Section 388 it 
means that employees are relieved from the penalties 
of the old 1947 Finance Act. It is as well to obtain 
in addition specific confirmation from the Inland 
Revenue that the employer’s contributions will be 
treated as a trading expense and that the emerging 
pension will be treated as earned income. The chief 
penalty of the old 1947 Finance Act was to treat the 
employer’s contributions.as a taxable emolument in 
the hands of the employee. 

Schemes approved under Section 379 are in the 
main confined to pension benefits only and where, 
as is now common, it is desired to include death 
benefits, these are provided by means of a separate 
scheme which is almost invariably insured. Schemes 
approved under Section 388 of the 1952 Income Tax 
Act can embrace death benefits. 

We now come to further subdivisions. The 
benefits of an insured scheme approved under 
Section 379 can be provided by means either of 
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deferred annuity or sinking fund assurance, with any 
death benefits being provided by means of separate 
group life or whole life policies. 

The benefits of schemes approved under Section 
388 are provided either by deferred annuities, a 
combination of deferred annuity and group life or 
whole life, endowment or pure endowment policies or 
other combinations embracing one or more of all five. 

Speaking generally, in the case of an insured 
scheme, it makes no difference to the employer either 
from a cost or tax point of view under which section 
of the Income Tax Act the scheme is approved. 

There will, I think, always be two schools of 
thought as to whether an employer should run his 
own fund or insure it. Where the number of employees 
- is small I think few will quarrel with the suggestion 
that an employer should take advantage of having 
the scheme administered by one of the leading 
insurance companies who specialize in this particular 
-type of business. The real query, however, is - where 
is the line of demarcation? Is it a question of the 
number of members or the amount of the annual 
- contributions, or a combination of both? Should a 
shoemaker stick to his own last? Should an industrial 

confine itself tó its own business and leave the 
uestion of pension funds, which is entirely a matter 

f finance and mortality, to those who specialize in 
those subjects? I do not propose to venture very far 
into this somewhat dangerous field and I will therefore 
content myself by saying that if the number of 
members and the amount of the annual contributions 
are not great, to my mind the scheme should un- 
questionably be insured, but even in the larger cases 
| I would suggest that you gentlemen, many of whom 
in the future will be called upon to give advice, 

uld do no harm if you addressed to yourselves 
the following questions: 


(1) Can the trustees of a private fund so invest the 
contributions as to provide the members with 
better benefits than can be granted by paying 
corresponding premiums to an insurance 
company? Have they as wide a field of invest- 
ment open to them as an insurance company? 

(2) The provision of the promised pension is of 
paramount importance and this being so, is 
the financial future sufficiently secure to 
enable the trustees to guarantee a rate of interest 
for a lengthy period? 

(3) Is the fund likely to be strong enough at all 
times to meet depreciation which inevitably 
arises from time to time? 

(4) Do you think the employees will feel the same 
sense of security as I think they feel when a 
first-class insurance company guarantees the 
payment of the benefits? 

(5) Have you remembered that the mortality of 
annuitants is constantly improving? 

(6) Lastly. have you taken into account the 
considerable expenses such as the cost of 
valuation etc. which have to be borne by a 
private fund, but which in the case of an 
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insured fund are all provided for in the rates 
charged by the insurance company? 
- Now, leaving aside the question of whether a 
scheme be self-administered or insured — what should 
guide one in the choice of the alternative which I 
have previously mentioned? 

I think we should be governed by (a) the category 
of employee in question, (6) the sex, and (c) the 
contribution likely to be afforded both by the em- 
ployee and the employer. I therefore propose to deal 
first with hourly paid workers. 


Schemes for Hourly-paid Workers 


Here I am of the opinion, although some of my 
colleagues disagree, that there are still circumstances 
today which justify approval being sought under 
Section 388 of the 1952 Income Tax Act rather than 
Section 379. The difference between the two sections 
is the tax position and, no doubt, Mr Bower will be 
explaining this to you in detail. ] must, however, 
just mention that under Section 379 tax has to be 
accounted for in respect of any contributions that are 
returned to employees who leave service zrrespective of 
whether or not the individual in question. was liable to 
tax, and when one remembers that as the result of the 
last budget alone the Chancellor reckoned that two 
million more workers had ceased to pay income tax, 
I think this point is all important. It is a difficult 
task to educate works employees into the mysteries 
of modern taxation. 

Trade goes in cycles and in times of slumps men 
are often put off in large numbers. Economically 
they are forced to exercise the option to receive the 
return of their contributions and I believe an employer 
can really be placed in a position of serious difficulty 
should a number of hands be discharged at the same 
time and receive back less than their gross con- 
tributions. Those leaving, quickly spread dissension 
amongst those remaining. In regard therefore to 
pension schemes for works employees, whether or 
not coupled with life assurance benefits, I recom- 
mend that they should be so instituted as to secure 
approval under Section 388 rather than 379. 

At this stage, however, I think it only fit and proper 
to tell you that experience during the last few years 
has taught me to have some severe doubts as to the 
advisability, from the employer’s point of view, in 
instituting at all, for works employees, a contributory 
pension scheme. I acknowledge that it is a good 
thing for the works employee, but do they realize 
it and what is still more important, do they appreciate 
or even want it? I am afraid today large numbers 
rely for their retirement upon the welfare state, and 
have doubts about the merits of any contributory 
pension arrangement. If they are required to con- 
tribute they look upon the scheme as purely one of 
savings and often ask for their money back. Others 
take the attitude that if they contribute towards a 
pension, they are merely providing for themselves 


; something which would and should be provided by 
. national assistance without any contribution from 
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themselves.: Fhe basic thought is that the State will 
provide, so. why should they. This I am afraid has 
prevented many a works scheme from coming into 
force and it has wrecked others. On the other hand, 
many employers desire to do something for works 
employees especially if that something may lead to 
a continuity of labour and promote a better spirit 
of goodwill. I therefore commend to you the institu- 
tion of a scheme under the SE of an ‘excepted 
provident fund’. 

For full reference to an Gg provident fund 
I would refer you to the definition in Section 390 
of the Income Tax Act, 1952, but suffice it to say 
here that the annual contributions towards such fund 
for each employee must not exceed 10 per cent of 
his remuneration or £100, whichever is the greater. 
Such a fund would enable an employer to make a 
lump-sum payment at the normal retirement date, 
be it 65 or later, and in the meantime to insure the 
employee’s life so that in the event of his death 
whilst in service, a sum of money becomes available 
for the widow or dependants. I am convinced beyond 
doubt as to the merit of this death benefit. I have 
seen hundreds of examples where the group life 
cover as we call it, which can be payable immediately 
on death, made a tremendous difference to the wife 
and family in the period immediately following the 
husband’s or father’s death. The lump-sum benefit 
payable on: retirement should increase with years 
of service. There should be a minimum amount of 
life cover from the outset, which cover should 
increase with say, each completed period of five 
years of service. These additional benefits for years 
of service are, of course, a great help to continuity of 
labour. Such a scheme should be paid for entirely 
by the employer, and can be brought about by a 
purchase of savings , certificates,’ endowment or 
whole life policiés, or other forms of investment. 


Schemes for Clerical, Administrative and 
Executive Employees 


Next we come to schemes for the benefit of clerical, 
administrative and executive employees. I will take 
first of all a small company with relatively few 
employees for whom it is desired to make pension 
arrangements. At first “blush’, for tax reasons, one 
would say, institute the scheme on such a basis as 
to secure approval under Section 379, but I propose 
to throw some doubt as to whether this would be wise. 

To provide pension benefits out of a fund for 
which approval is to be sought under Section 379, 
a trust deed embodying rules is created and the fund 
is administered by trustees. 

Now most trust deeds contain a fairly wide 
investment clause and the trustees invest the funds 
within the scope of that clause. One of the powers 
contained in the investment clause is to permit of the 
purchase of deferred or immediate annuities or 
sinking fund policies from Her Mayjesty’s Govern- 
ment or from any insurance company which is 
believed to be of good repute. Where the trustees 
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therefore decide to insure the benefits they do so by 
taking advantage of this particular section of the 
investment clause and from then onwards the 
administration is very similar to that of a scheme for 
which approval was granted under Section 388. 

I think we have agreed that if the number of 
employees is small or the annual contributions low, 
the main body of opinion is in favour of an insured 
scheme. If, however, it is set up so as to receive 
approval under Section 379 and the trustees start 
off by investing all the money in deferred annuity 
policies, the employees must bear in mind that the 
trustees can, and this is something that is often over- 
looked, at any time change their policy and invest 
future contributions in accordance with the invest- 
ment clause as a whole and, moreover, such a change 
can be brought about without the knowledge of the 
employees and certainly it does not require their 
consent. Therein lies the danger. 


I often think it is not sufficiently appreciated that- 
the insurance company’s liability is to pay the 
pension to the trustees of the fund just like a dividend, 
and the insurance company has no liability whatsoever 
for the solvency of the fund nor any liability to any 
individual member of it. 

Times of difficulty and depreciation always brin 
a great restriction of credit so might there be “a 
danger of trustees investing future contributions in 
the firm itself by means of a loan etc. Quite a number 
of trust deeds contain no clause preventing an invest- 
ment in the company itself. I believe a considerable 
number of employees are firmly under the impression 
that their pensions will be paid direct and are 
guaranteed by the insurance company, but this is not 
so in the case of a fund approved under Section 379. 
I submit, therefore, that in the case of small one 
and where the trustees are not men of great financial 
experience, or have not avenues of financial knowledge 
open to them, it may be there is greater protection 
to the employee if the scheme is approved under 
Section 388, albeit some would lose an income tax. 
advantage. The employee then, providing the policy 
is correctly drawn, would receive his pension direct 
from the insurance company. 

This now brings us to the provision of benefits for 
clerical, administrative, and executive employees 
where the number involved is, say, over fifty. What is 
best for them? There is no golden answer. So much 
depends upon cost — what can the employee afford, 
and how much is the employer prepared to spend? 
So far as: the employee is concerned I think the 
maximum should be about 5 per cent of salary, 
and that percentage is probably too high where the 
salary is under {500 a year. So far as the employer 
is concerned, it depends upon the state of business, 
how far he can see ahead, and his general outlook 
to staff welfare plans of this nature. The cost to the 
employer varies according to the average age of the 
employees, and the benefits to be purchased. Let 


„us for the moment assume that neither side has 
too much money to spend, and that it is proposed 
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to secure the benefits by means of insurance. I 
would recommend what is known as a graded salary 
plan whereby a specific amount of pension is promised 
for each year of service related to the salary being 
‘arned. The amount of such pension can vary, but 
| common figure is between 1 per cent and 3 per cent 
f salary, the latter figure being about the maximum 
lowed by the Inland Revenue authorities. The 
ialary scale can go to any upper limit, and whilst 
n the days gone by this upper limit was generally 
regarded as {1,000 or {1,500 per annum, limits 
of £3,000 to £5,000 are now common. This, of 
sourse, is due to inflation. With few exceptions, the 
scheme should be so instituted as to secure approval 
inder Section 379, and therefore the benefit of the 


und must be confined to the provision of pension. It . 


s quite common, however, irrespective of whether the 
sension benefits are provided from a self-administered 
xr insured fund, for the employer to provide death 
oenefits by way of a separate scheme. Up to recent 
‘mes, the benefit, if death took place whilst in 
service before normal pension date, has been the 
equivalent of one year’s salary. There is a tendency 
today and probably correctly so to increase this to 
pac ane a half or two years, and in some cases even 


sigher.Such benefits are almost invariably insured. 


wi Assuming that the pension benefit is to be 
_feohased by deferred annuities, the basis of costing 
ran. be either on the annual or single premium plan. 
Under the annual premium plan the pension to be 
received at normal pension date is calculated at the 
outset on the assumption that the employee remains 
in the same salary class, and a level annual premium 
is paid from the date of commencement until normal 
pension date, the process being repeated when an 
reins takes place. Under the single premium plan 
the exact amount of pension is purchased outright 
each year for each year of service. Consequently the 
| cost in the early years is cheaper because the employee 
is younger. This frightens some people, because of 
the tendency for the cost to rise as employees get 
older, but I think experience has now proved 
beyond doubt that if the number of employees is 
sufficient (and I think for this purpose anything over 
seventy-five is the number) and assuming the com- 
pany’s recruitment policy is such that ‘employees 
retiring, dying, or leaving service are replaced by em- 
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little, then the employer will be asked for a draft 
to: meet the actuary’s requirements. 

The one type of scheme I would advise against 
unless the firm are very. wealthy, is a scheme which 
promises a pension based on a percentage of final 
salary. Here the cost is unknown, and if uncontrolled 
inflation came about, the cost might be prohibitive. 
I agree that with an ever-decreasing purchasing 
power of the £, the percentage of final salary is the 
only real satisfactory basis from the employee’s point 
of view, but to promise something which probably 
finally is incapable of being carried out is, I think 
you will all agree, a most unwise course to adopt. 
Where the cost has to be carefully considered, and 
the provision of pensions is the main object, then the 
graded salary plan which I have described is, to my 
mind, the most suitable for the majority of cases. 


Schemes Based on Endowment Assurance 


If, however, cost is of no great concern, then such 
schemes can be instituted on the endowment policy 
principle. Here the sum assured payable on death 
before normal pension date, or if alive, at normal 
pension date, is such as will produce the pension 
required based on the guaranteed annuity option at 
normal pension date. As life cover, as such, is auto- 
matically included, approval can only be obtained 
under Section 388. 

Perhaps at this stage I should tell you that for 
schemes approved under Section 388, the Revenue 
regulations permit of commutation of pension being 
allowed to an extent of 25 per cent of the total 
pension or pension equivalent to be received, but ` 


` no commutation is allowed in respect of schemes for 


which approval is granted under Section 379 
except on grounds of serious ill-health, Endowment ` 
schemes can be moulded to produce exactly the same 
pension as the scheme previously described, but the 


_ cost is considerably more on account of the much 


greater sum of money which will be paid if death 
takes place before normal pension date. This larger 
sum can be of great benefit to the widow and depend- 
ants in the event of the member’s death whilst in 
service. It is, however, expensive and the stories you 
hear of there being very little difference in the cost 
between the two types, I fear, would hardly be borne 
out on investigation. The shareholders I feel are 
entitled to some consideration: and whilst I think 


| ployees in the early twenties, the cost expressed as a 
| unit cost per {1 of pension, does remain reasonably 

stable. Where the scheme is to be self-administered, 
` exactly the same kind of benefits’ can be produced. 


pension and life schemes should be instituted by all, 
I think there is a limit to the quantum of the benefits 
to be granted. 


The employee will pay identical contributions. The 
total amount. paid each year by the employer will, 
however, depend upon the basis used by the actuary 
in his calculations, and will probably be expressed 
as a- percentage of the wage-roll.’ Whether he has 
asked the employer for too much or too little will 
emerge at each valuation. If be has asked too much 
the actuary might recommend that the surplus be 
left on suspense, or that benefits be increased, or 
future contributions be reduced. If he has asked too 


As I have mentioned comparative costs, it is only 
fair I should give you a few examples: 


(1) Let us take the case of a young man of 25, 
earning £400 a year whose salary increases by steady 
stages to {1,000 per annum, and who retires with a 
final pension of £430. On the group annual premium 
plan, the total cost of the pension would — on this 
example—be £2,497 and 4f life insurance was 


‘included, based on an average of one year’s salary, a 
further £322 making a total of £2,819, whereas the 
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total cost for a comparable pension under an endow- 
ment scheme would be £3,609 on account of the 
substantial life cover. 

(2) The corresponding costs for a man aged 35 
at commencement, with a salary of £450, rising to 
£1,200, and whose pension will be £392, are 

Group premium .. .. £3,156 
Endowment scheme ca £3,716 

(3) Let us now take the case of a man who is 45 
when the scheme first commences, with twenty years 
of past service, whose salary is £800, rising to £1,400 
and whose pension will be £442 ros: 

Group premium , £3,503 
Endowment scheme , £4,382 
Where a number of employees is involved you can 
readily see the very substantial difference in total 
cost. 
I think it is doubtful if an employer is justified in 
spending considerable sums of money on life cover, 
especially in respect of employees who are single, 
and those with short service. 


Revision of Existing Schemes 

In the last few years when profits have relatively 
been easy to earn a large number of pension schemes 
have been instituted, and it is my belief that a 
considerable number of those which have been set 
up on an endowment basis for all the eligible em- 
ployees may, on account of their cost, be causing 
anxiety to those companies whose profits are falling. 
If any of you come across this situation, I think 
perhaps a re-shuffle of the pension arrangements 
might produce identical pensions, reasonable life 
cover, and an appreciable saving in cost. In most 

es the total cost of pension arrangements is 


-considerable, and this, therefore, is one of the head- 


ings which I feel in the future will come under 
constant review. A detailed investigation, especially 


. of those schemes that were instituted several years 


ago, might be very revealing, and the outcome of 


such investigation may -bring satisfaction to the 


employer, and perhaps on occasions to the employees 
as well. 

I would like to state very emphatically that in 
bringing about an alteration of this nature there 
should be no necessity to change the insurance 
company. A round table conference of all concerned 
should be capable of bringing about any desirable 
amendments. At the same time I would also like 
to make it clear that I do not agree with the attitude 
of those insurance companies who, by applying 
sanctions, endeavour to prevent any change of 
insurance company being brought about. If an 
employer can purchase current service pension 
benefits in a better market or by a better method, 
I consider he has a duty to do so both to the share- 
holders and to the employees. No insurance company 
undertaking this class of business need fear losing 
any business already on their books if they are 
continuing to give good service and are competitive 
in their terms and conditions. 
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In my opinion, few, if any, employers change the 
insurance company administering their pension 
scheme without very strong reasons for doing so. 
Any positive action on the part of a group of insur- 
ance companies to prevent the employer having 
proper freedom of action in this respect is, I submit, 
contrary to public policy. 


“Top-hat’ Schemes 

A paper of this description would be quite incom- 
plete without reference to ‘top-hat’ schemes. Some 
people object to the title, but it is so commonly 
used by the public and so often referred to today as 
such in official circles, that I think the phrase has 
come to stay. Quite recently I received a letter from 
a well-known firm asking if I would come and 
discuss with them ‘top hat, bowler hat, and cloth 
cap schemes’. 

Now there is nothing new, mystic, marvellous or 
mysterious about a “top-hat’ scheme. It is a means 
whereby pension and death benefits are provided for— 
senior executive employees, managing directors, etc. 
Endowment policies are effected and the whole of 
the premiums are, for tax reasons, borne by th 
employer. In some cases the employee indirectly/ 
contributes by way of forgoing increments in t 
future, or even by suffering an immediate reduction 
in salary. x 

There is no limit of £2,000 per annum for pensions, 
such as is required in a contributory scheme approved 
under Section 379. The maximum pension that can 
be granted, assuming the individual will, at normal 
pension date, have completed twenty years of qualify- 
ing service, .is two-thirds of the salary received five , 
years prior to normal pension date. As the endow- , 
ment sum assured is such a figure as when based on 
the annuity option will achieve the required pension 
it will readily be seen that the death benefits reach a 
very substantial figure. The eligibility for a ‘top-hat*- 
scheme can be entirely at the discretion of the 
directors and the benefits likewise. Thus it can be 
arranged for a group of top executives, or for only 
one individual, such as a managing director. 

Fee directors are not eligible nor can director’s 
fees be included in the pensionable emoluments. 
Subject to certain limitations as laid down by the 
Inland Revenue, which Mr Bower will be talking 
about in detail, part of the sum assured payable at 
maturity can be received by the employee in cash 
but the remainder must be taken in the form of an 
annuity, that is, as pension. 

The advent of the 1947 Finance Act gave an 
enormous ‘fillip’ to this particular section of pension 
business. 

It is often forgotten that in respect of endowment 
schemes approved pre-1947, it was possible for the 
employee to receive the whole sum assured in cash, 
so that the effect of the 1947 Finance Act was to 
tighten up in that, and other respects. The com- 
mercial world has been inclined to think that ‘ top- 
, hat’ schemes became possible because of the 1947 
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Finance Act. That is not so. Prior to the 1947 Act a 
‘top-hat’ scheme could have been effected with 
much greater freedom from restrictions, and in fact 
a large number of such schemes were instituted. 
What happened was that high income tax and the 
publicity given to the 1947 Finance Act- which 
was enacted to tighten up the previous loose position — 
gave greater prominence to what was still possible, and 
the commercial and insurance world was quick to 
take advantage of the valuable tax concessions — 
both income and death duty — which still remained 
open to them. It is, of course, vital from the em- 
ployee’s angle that any such scheme be approved 
under Section 388. Where the arrangement is for 
an individual and especially if the individual ts an 
ex-controlling director of a previously director- 
controlled company, it is as well to obtain confirma- 
tion that the cost to the emplcyer will be treated 
as a trading expense, and the emergirig pension will 
‘be regarded as earned income. I have known other- 
wise. 

I have heard it said that if a firm has in force a pre- 
1947 endowment scheme, where 100 per cent 
ommutation is allowed, any new endowment 
scheme for the provision of additional benefits, 
which would naturally have to receive approval, 
urider Section 388 would vitiate the 100 per cent 
commutation allowed under the pre-1947 scheme. 
This. is not so — the position is quite simple and fair. 
If the 100 per cent commutation of the pre-1947 
scheme exceeds 25 per cent of the commutation of 
the whole of the retirement benefits, the larger 
amdunt still holds good but if it is less, then the 
Section 388 scheme will permit of the commutation 
being brought up to 25 per cent of the whole. 


hese Arrangements are invariably insured (a) 
becaùse the amount of pension is out of proportion 
to the average received by the members of a fund 
generally, and I think any actuary will agree that his 
fund would be upset if a few pensions were to be 
paid of an amount completely out of proportion to 
the remainder, and (b) a self-administered fund 
cannut pay death benefits as such and as the benefits 
as a rule are substantial and in some cases very 
substantial, it is only an insurance company that can 
safely carry the risk. It is true a firm could agree to 
pay such death benefits out of revenue account, 
but the claims in any one year might completely 
upset and distort the balance sheet, hence the only 
practicable way of dealing with such a situation is 
by means of an annual premium to an insurance 
company. 

Irrespective of the type of scheme, the choice of 
insurance company is most important and I shall be 
dealing with this at greater length later on. I will, 
however, mention now two factors particularly 
important in ‘top-hat’ schemes. First, the annuity 
at normal retirement date in my opinion should 
not be ‘tied’; that means the employer should not be 


bound to purchase the pension from any one insur- ` 


ance company but should be at liberty to utilize 


THE ACCOUNTANT 


231 
the sum assured in the best annuity market at that 


time. The position of annuity funds is such that the 
tax impact on insurance companies differs from 


' time to time as between companies, which is one of 


the reasons why the annuity market is constantly 
undergoing quite violent changes. Secondly, I would 
always insist that the early and late retirement and 
widow's option factors are guaranteed and do not 
rely upon a quotation being given by the insurance 
company only upon request. 

I think I have now said sufficient to give you a 
very broad idea of alternative ways and methods of 
setting up a pension scheme with or without death 
benefits. ‘ 


Specific Points 
I now propose, with your permission, to deal with 
a number of specific points. These I think you will 
find of interest and I venture to hope of practical 
value to you when dealing, as I am sure you must do 
from time to time, with matters connected with your 
clients’ pension schemes. 

There are so many things I would like to tell you 
about that I have had some difficulty in choosing 
between them, having regard to the time at my 
disposal. I will mention them to you in no particular 
order. 


Deferred Retirement 

Deferred retirement is very much to the fore at the 
moment. This comes about because of the pressure 
by Government departments to keep employees in 
service after normal pension date. In fact we are 
now asked officially not to refer to ‘normal pension 
date’, but to use the phrase ‘minimum pensionable 
age’. The report of the National Advisory Com- 
mittee on the employment of older men and women 
has just been published and, as is to be expected in 
a report of that nature, has a lot to say about deferred 
retirement. I would particularly refer you to para- 
graphs 111 and 112, as follows: 

‘111. In our opinion it is by positive inducements 
to work beyond the minimum retiring age that these 
traditional attitudes are most likely to be overcome. 
We have already referred to the National Insurance 

_ arrangements for a higher pension to be earned by 
remaining at work beyond the minimum age; the 
Civil Service practice is for service beyond the 
minimum pensionable age to go on counting for 
pension; recent legislation has extended the operation 
of the same principle into local government service; 
and provision for later retirement with higher 

‘ pension has for a number of years been a feature 
of most pension schemes under-written by the 
life offices. 

‘112. We understand that no difficulty need arise, 

. in so far as the Inland Revenue is concerned, from 
- an extension of arrangements of this kind to give 
workers a financial inducement, in the form of a 
higher ultimate pension, to postpone retirement. 
We have been informed that there is some misunder- 
standing of the Inland Revenue requirement that 
` pensions granted under approved schemes should 
not exceed two-thirds of salary on retirement, and 
we are authorized by the Board of Inland Revenue 
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to say that when retirement is deferred beyond the 

minimum retiring age the Board would not usually 

object to the pension being increased, by virtue 
of deferred retirement, beyond the normal two- 
thirds limit.’ 

The Revenue authorities are prepared at the 
moment to grant blanket authority to the managers 
of funds and schemes so as to allow pension to be 
drawn even though the employee continues in 
service. This was originally allowed as a wartime 
concession in certain cases, but is now granted 
freely and in fact no application to Revenue has to be 
made. Strange as it may seem, however, the Revenue 
refuse to allow any alteration to be made to the 
rules of an annuity fund or scheme or to allow its 
introduction into the rules of new funds or schemes. 
It therefore means, where a trust exists, the trustees 
have to commit a breach of trust. As, however, all 
the parties concerned would be in agreement with 
the course that is adopted, I suppose the breach of 
trust is not very serious, but it seems strange that, 
for reasons which they do not give, the Revenue, 
whilst being perfectly prepared to agree to a persion 
being paid whilst the member js still in service, 
adamantly refuse to allow the rules to be so drawn as 
to sanction it. 

That is the situation where an employer desires 
to keep an employee on in service and for the employee 
to receive his pension plus a salary. 

Now, what is the position if an employer desires 
to retain the employee in service on full salary and to 
withhold the pension? In such a case the pension 
which would have been due at normal pension date 
cair be held in suspense and it will increase year by 
year until it is actually paid. The increase is based on 
what is known as a ‘late retirement factor’. 


Now, it may be that the employer would also be 
willing to purchase for the employee additional 
pension in respect of such extended service and in 
order to follow the attitude adopted by the Revenue 
in such a case, let us assume it is a scheme with a 
stated unit of pension being purchased for each year 
of service, and that the scheme is contributory. In 
such a case joint contribution may continue in 
deferred retirement until the total of units of pension 
bought amount to two-thirds of current remuneration. 
Any increase by reason of the late retirement factor 
in respect of the pension due at normal pension 
date need not be taken into account. No objection 
would normally be taken to the continuation of joint 
contributions beyond even that point, provided that 
the ultiraate pension, as increased by the late re- 
tirement factor, does not exceed the actuarial equiva- 
lent at actual retirement of a pension of two-thirds 
of the remuneration at normal pension date had the 
pension heen taken at normal pension date. This 
sounds most complicated but is not very difficult 
to work out in practice. The result, of course, means 
that a man who stops on in service a number of, 
years after normal pension date, could retire with a 
pension well in excess of two-thirds. 


ee ee. 
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I commend the report of the National Advisory 
Committee to you all. It is well worth studying, ` 
although I fear from reading Chapter 5 on pension 
schemes, that the committee showed a lack of a 
day-to-day practical experience of the administration 
of pension schemes. 


| Mortality 


I mentioned earlier the subject of mortality and 
when considering the question as to whether a 
scheme should be self-administered or insured, I 
sometimes wonder if the dangers from the pension 
fund angle of improving mortality are sufficiently 
appreciated. There is no doubt that great forward 
strides have been made in medicine and surgery in 
recent years. This I believe is leading not only to 
more men and women living into the eighties and ` 
nineties, but to a far greater number reaching the 
previously accepted age of three score years and ten. 
Such a result must be a two-way strain on any~ 
pension fund. This would become still more marked 
if at any time in the future a cure was found for 
cancer and those complaints falling within the 
rheumatic group. The American and Canadia 
actuaries are concerned about granting annuity « 
options over long terms and I believe the English 
actuaries are also not particularly happy on the same 
subject. 


Choosing an Insurance Office 


I mentioned earlier that where insured schemes 
were concerned, the choice of office was important. 
First of all comes security, but I think I can safely 
say that, today, all English life offices would pass a’ 
satisfactory test in that respect, due to the carefu 
watch kept by the Board of ‘Trade. l 
Secondly, of very great importance are the;terms 
of the policy. Every scheme should have rules, and 
where it is one to be approved under Section 379 
a trust deed must also exist. The insurance company 
shows the liveliest interest in both these documents 
but in most cases, legally accepts responsibility for | 
neither. Their contract 1s the policy they issue to 
the employer which, as often as not, does not embody 
the rules. Consequently, it is of major importance. 
to see that everything that is promised in the rules 
is provided for in the policy. You should not be 
content nor be prepared to complete a scheme with 
any insurance company unless their policy provides, 
as far as is practicable, for every benefit, privilege or 
option which an employee is entitled to receive or 
exercise under the rules. I particularly refer to such 
matters as the guarantee of early and late retirement 
and widow’s option factors. It is most unsatisfactory 
for a general statement to be made in the rules that ` 
these options are granted and then to find on reference 
to the policy that the terms are only quoted by the 
insurance company from time to time when a case 
arises and that such terms are entirely at the dic- 
tation of the insurance company. A policy covering 
pension benefits is a contract of a long-term nature. 


i 
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I do not believe in leaving anything to chance, but 
much prefer to have everything set down in black 
and white. It is also important that the scheme should 
be placed’ with a company that is flexible in its 
outlook — one that will acknowledge that those who 
pay the premiums are entitled not only to some 
-say as to the benefits being purchased, but also a 


say in the administration of the scheme as a whole. ` 


‘There are some who adopt an attitude the very 
‘opposite to that of ‘the customer is always right’, 
but would argue that they and they alone know what 
is best for the customer. They must also be efficient 
in administration and especially must they have 
a separate department which specializes in this 
particular branch of insurance. The administration 
should be such that the work involved on the part 
"of the employer is reduced ‘to a minimum. The 
employer is saddled with a hidden cost if he has to 
employ staff to administer the scheme. There are a 
sumber of offices which specialize in insuring 
pension schemes and I may say most, but not all, of 
them would pass my tests. 

The terms and conditions of policies differ 
materially as between companies and in accordance 
with the type of scheme, be it endowment, pure 
‘endowment or deferred annuities plus group life. 






see request, if it is a group life and pension 
‘scheme, but ‘yes’ to a similar request if it is an 
endowment scheme. That is due to a state of affairs 
which would take me too long to go into tonight, 
but which many of us regard as highly unsatisfactory 
n the interests of the employer and employee, and I 
ost sincerely hope that the insurance companies 
take steps in the near future to put their house 

in order in this respect. 
The insurance companies have played a tremendous 
art in the development of pensiori schemes which 
I think all in this room will agree have added greatly 
to the welfare of this country. I am second to none in 
my praise of them, but I am forced to say that, in 
my humble opinion, it is a pity that whilst many of 
ithem are highly competitive where endowment 
schemes are concerned and give a first-class deal to the 
public, there are too few to whom one can give the 
same praise in respect of group life and pension 
schemes. They have tended to become too stereo- 
typed; lack initiative, and in some cases show little 


willingness to face modern conditions in a realistic” 


manner. Today more than ever the choice of insur- 
ance office is important and as in tax matters, modern 
complications are so great that expert independent 
advice has become essential. 


| General Points 


Now I should like for a few moments to address’ 


you particularly as accountants. One often notices, 
‘hough not so much recently I am glad to say, an 

‘item in the -balance sheet merely described as 
‘pension fund’. Such an item is, to my mind, of little 
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protection to the employees, and certainly would be 
attacked by any liquidator in the event of trouble. 
I do feel that accountants in such cases would be wise 
in the interests of all parties, to suggest that such a 
fund should be separated entirely from the company’s 
own accounts, and run as an independent fund 
either self-administered or insured. 

I would now come to another picture, and that is 
the position of firms where no pension scheme exists. 

Pension arrangements are becoming so common 
that in course of time I think every firm and certainly 
those of any size or those who desire to expand and 
progress, must Institute such a scheme. But I 
often see new issue prospectuses of companies 
where no pension scheme exists, and no reference is 
made in the accountant’s certificate to the probable 
future liability in this respect. You do not hesitate 
in your work to demand suitable provision for 


‘depreciation of machinery and other assets, and yet 


you fail to insist upon any reserve for the depreciation 
of what I maintain is the most important asset of all, 
namely, the human machine. In valuing any business 
where no pension scheme exists, should not something 
be deducted for a liability which I think at some time 
or other in the future must be met? 

There is a further suggestion I would like to throw 
out tonight. In connection with self-administered 
funds, I believe there are a number where the 
solvency of the funds is guaranteed by the company. 
In such cases, should not a note appear every year 
on the balance sheet as to the possible contingent 
liability? It may be argued that no liability exists 
until the actuary’s valuation discloses a shortage, 
but from the point of view of the shareholder is that 


‘not rather a case of shutting the stable door after the 


horse has gone? Recently a report of a company 
quite well known appeared in the Financial Times, 
and the chairman announced that the actuary’s 
quinquennial valuation had disclosed a deficiency of 
£x and the company therefore, out of last year’s 
profits, had drafted to the fund the requisite amount. 
It happened that the amount was quite a fair pro- 
portion of the year’s profits, and of course the same 
thing might occur again at any time. 

I feel now I should make some mention of 


-widows’ options. To the employee about to retire 


the option is of the utmost importance. I think 
secretaries and managers and all. other officials who 
have any dealing with a scheme should make sure 
that every employee is fully aware of his rights in 
this respect. One so often comes across tragic cases 
where a man dies and leaves his widow with very 
little. Wives play a great part in the working life of a 
man and I think he owes a very strong duty to his 
wife to exercise the widow’s option so as to make sure, 
should he pre-decease her, that for the rest of her 
life she at least has some permanent monthly income. 
I would like to see employers make the exercise of 
this option to some extent compulsory, but perhaps 
my own views in this respect may be a little extreme. 
A word of warning at this juncture — great care 
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must be taken in the wording of this option if you 
wish to avoid the full impact of estate duty. Mr Bower 
will no doubt elaborate on this point. 

I think perhaps you may be interested to have a 


few very brief observations on the position where 


overseas employees are concerned. 


Many an employer desires to provide pension- 


benefits for such employees, and to bring them into 
his own scheme. Here, of course, we immediately 
enter into difficulties of sterling and non-sterling 
currency and local legislation. It is impossible to 
lay down a hard and fast rule as to what can and what 
cannot be done and I strongly advise that the position 
of each country, and each case, should be individually 
investigated before a decision is made. 

Broadly speaking, however, if one is merely dealing 
with employees abroad who are in the employ of the 
parent company at home, for example, branch 


officials, ways and means can generally be found 


to achieve the objective. [f, however, they are 
employees of an associated or subsidiary company 
which company is registered abroad, then it is far 
more likely that the employees and the company 
itself will be subject to all the rules and regulations 
governing pension schemes of that country, as well as 
the rules governing exchange control. 

Many insurance companies do not transact 
business all over the world and in some cases there 
are local penalties if business is conducted with 
what are known as non-registered companies. Now 
the insurance company may not be much concerned 


because it may have no assets in the particular- 


country which could be attached, but the employer 
and the employee might find themselves in a very 
difficult position and be subject to a heavy fine, 
Where, of course, such employees are brought into 
the home scheme as a rule the Inland Revenue 
restrictions which apply in this country such as 
25 per cent commutation .etc. do not apply to the 
overseas employees. 

This is a subject eich really merits a paper on its 
own, and I have only made these few observations 
because I thought that a paper of this nature to a 
body such as yourselves would be incomplete 
without some reference to it. 


Estate Duty 


I should now like to say a few words about death 
benefits; these, as I have explained earlier, are auto- 
matically embraced where the scheme is an endow- 
ments one, and are probably granted by means of a 
separate policy where the pension is provided by 
deferred annuities. In both such cases the death benefit 
might attract estate duty. If the benefit is payable as 
of right to the employee’s estate, then I think there 
is no doubt it is dutiable and aggregable. Policies, 
however, can be so drawn that the benefit is payable 
to the employer as a trustee upon trust, at his dis- 
cretion ‘for one or more of the employee’s dependants 
~ ‘dependants’ being carefully defined — and under the 
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famous Bibby decision, the Revenue authorities at 
the moment hold the view that such benefits are not 
subject to estate duty at all. The way the documents! 
are drawn in this particular respect is of vital import- 
ance as everything depends upon the phraseology. 
If anyone has any doubts as to the importance of 
phraseology where estate duty is concerned, I 
recommend him to read the recent judgment in the 
Payton case (19 A.T.C. 512; 23 T.C. 722) and the 
still more recent judgment in the Scottish Courts in, 
the cases of Walker’s Trustees v. Lord Advocate and 
Haldane’s ee v. Lord Advocate (32 ATC 
54). 
: ‘To sum up the situation, it is briefly this. If the 
benefit is enforceable by any one person, or by the 
personal representatives, then estate duty is likely 
to be leviable and aggregable. If, however, the’ 
situation is such that the employer has the right to 
exercise his discretion and is in fact in such a position 
that such discretion can be exercised - please note- 
both are necessary — then as the law and practice 
at present stand, such benefit escapes duty altogether. 
It would appear that nomination is also possible, but 
I advise extreme caution in this respect — I have se 
some documents that I consider highly SE 
and I am afraid some shocks await some executors‘in 
the future. f 
Where ‘top-hat’ schemes are concerned, these déath 
benefits are often very substantial and therefore the 
question as to whether such benefits are dutiable 
but non-aggregable or dutiable and aggregable or 
non-dutiable is of supreme importance. I cannot 
emphasize strongly enough the fact that everything 
depends upon the wording of the policy. It is n 
good arguing about the spirit and intention, it i 
only the wording that counts. I could talk for quite 
a considerable time on this subject, but as it’is so: 
closcly wrapped up with estate duty, J will refrai 
from saying any more because I have no doubt 
that Mr Frank Bower will make some valuable 
remarks on this particular aspect. | 


Transferability 


Coming to the forefront of the pension picture is the 
problem of ‘transferability’. It presents difficulties to 
employer and employee, trustees of self-administered 
funds and insurance companies alike, but it must, 
and I believe can, be solved. I am sorry time does 
not permit of my giving you my views on this 
difficult question especially as it involves Inland 
Revenue regulations, some of which I. fear cannot 
at the moment be described as helpful. 

Perhaps some time in the future you will ask me 
again when I will deal with some of the points I have’ 
omitted tonight, and ‘transferability’ will be amongst 
them. 

Ladies and Gentlemen, I must be honest, I enjoyed! 
preparing this paper and I have enjoyed delivering, 
it to you~] only hope you have had some measure, 
of enjoyment listening to it. | 

| 
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WEEKLY NOTES 


Sweden: Double Tax Convention 


By an exchange of notes between the United King- 
dom Government and the Swedish Government the 
provisions of the Anglo-Swedish double tax conven- 
tion of March 3oth, 19494 have been extended with 
necessary modifications, to include not only the 
United Kingdom but a number of its colonial 
territories, namely, 


Aden Malaya (Federation of) 
Antigua Mauritius 

Barbados Montserrat 

British Honduras Nigeria 


British Solomon Islands North Borneo 


Protectorate St Christopher Nevis and 
Cyprus Anguilla 
Dominica St Lucia 
Falkland Islands St Vincent 
Fiji Seychelles 
Gambia Sterra Leone 
Gilbert and Ellice Islands Singapore 
Gold Coast Trinidad and Tobago 
Jamaica Virgin Islands 


T'he extension is to come into force for the purpose of 
income tax in the years of assessment in the colonies 
which begin in 1955. The exchange of notes is 
published as a White Paper?. 


d Jamaica Taxation Inquiry 


An announcement made in Jamaica on February 
19th states. that Professor J. R. Hicks and Mrs 
Hicks have been appointed to undertake a survey 
in Jamaica with the following terms of reference: 
“To report on the existing system of Government 
finance in Jamaica having regard to: 
~ (a) social and economic conditions; and 
(d)existing Government policy; 
nd to. make such recommendations as may be 
ecessary to enable the Government of Jamaica to 
ake the most efficient use of the sources of revenue 
upon which it can draw’, | 
Professor Hicks is Drummond Professor of 
Political Economy at Oxford and is a member of the 
Royal Commission on the Taxation of Profits and 
ncome. Mrs Hicks is the University lecturer in 
ublic finance in Oxford University. 


Sale of Steel Companies 


ith the sale by private negotiation this week of the 
allamshire Steel and File Co to James Neill & Co, 
f Shefheld, the total number of transfers from public 
wnership back into private hands achieved so far is 
éven. To date, the open market has been tested by 
only two issues. They were the United Steel Companies 
and the Lancashire Steel Corporation Ltd. 
| The first sale by the Iron and Steel Holding and 
Realization Agency was of the Templeborough 
Rolling Mills to British Ropes, William Cooke & Co 
and the United Steel Companies; each of thése took 


l “Treaty Series No. 63 (1949)', Cmd. 7800. 
! Cmd. 9070, H.M.S.O., 4d net. 


one-third of Templeborough’s capital. Since then, 
Round Oak Steel Works have been sold to Tube 
Investments, Sheffield Forge and Rolling Mills have 
gone to Darwins, and J. Brockhouse &.Co have 
acquired the District Iron and Steel Co. 

Much of the Agency’s activities so far has thus 
been in hiving off comparatively small concerns to 
parties who in some cases might be expected to re- 
acquire assets which they had surrendered when the 
iron and steel industries were nationalized. ‘The 
capacity of the open market to absorb shares from 
the big steel groups has, as yet, hardly been tested, 
though the Agency might reasonably be congratulating 
itself that it has had to commence this intricate and 
difficult operation at a time when stock markets have 
been much more buoyant than they could have 
dared to hope when the outline of the plan for 
marketing the steel companies was worked out in the 
middle of last year. 


A Steel Export Premium Goes 


For some time now the British iron and steel industry 
has followed Continental producers in lowering its 
price for steel products in the export market. It is 
only a few weeks since steel plates were written down 
a second time and at the end of last week the export 
prices of re-rolled steel products were reduced to 
bring them into line with the prices ruling in the 
domestic market. 

Export prices for re-rolled products were lowered 
by up to 124 per cent in July last year, so this is 
a second reduction within twelve months, a double 
decline which has only been shared with steel plates. 
In the latter case, however, there still remains an 
export premium, but in the case of re-rolled products 
this has now been completely eliminated. | 

It is apparent that competition in the export 
market is now gradually bringing home and export 
prices into alignment. This is a development which 
is bound to have important repercussion on the 
steel industry’s results both at home and abroad. 
Abroad, it will make negotiations with the High 
Authority of the European Steel Pool to some extent 
easier, but at home it may mean that the steel user is 
more than ever open to pressure from rising steel 
costs, for the industry will not be able to maintain 
its profit margins so easily as the premiums on 
export steel prices become slowly but inevitably 
dismantled. 


Defence Estimates for 1954-55 


Defence expenditure in 1954-55 is estimated to be 
£,1,639°9 million compared with £1,636°8 million in 
the fiscal year which is now coming to an end This 
means that there is little change in the total estimated 
outlay between this year and next, but in fact there 
may be quite a large increase, for it is expected that 
this year’s actual outlay will fall short of the estimate 
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by quite a large amount. The shortfall this year has 
been due to the drop in the aircraft production pro- 
gramme which has been accounted for in part by the 
review carried out in 1953. 

The White Paper containing the estimates declares 
that it is the Government’s intention to build up as 
soon as possible a fleet of modern bombers capable of 
carrying atomic weapons. The estimates do, in fact, 
include this year for the first time the cost of atomic 
equipment to each Service and the cost of research 
and development to the Ministry of Supply. 

There is to be a gradual change of emphasis in the 
defence effort. Greater attention is to be paid to 
building up the Royal Air Force and there is to be a 
contraction in the size of the Army though not in its 
striking power. There is to be no change in the fore- 
seeable future in the comparative strength of the 
Royal Navy which has at all times the vital role of 
defending this country’s lines of communication 
during war. 

The estimates for the individual departments are 
set out below with the comparative figures for the 


year 1953-54- 








£ million 

Estimate | Estimate 

1953-54 1954755 
Admiralty 364°5 367°0 
War Office 581°0 561°0 
Air Ministry Sg 548°0 5370 
Ministry of Supply 123°8 1510 
Ministry of Defence 19°5 23'9 
S 1,636°8 1,639°9 


Sterling Area Terms of Trade 


A recent issue of the Board of Trade Fournal has 
made an interesting attempt.to discover how far the 
terms of trade of the sterling area as a whole have 
fared in the last year or two and not just the terms for 
this country. The terms of trade which this country 
has experienced in the last three years have been 
kept fairly fully before the public mind but, of course, 
it is by no means certain that a favourable run of 
experience for this country is of general benefit to the 
sterling area as a whole, for this country is highly 
industrialized, whereas the area in general is a 
primary producer. It depends, therefore, very much on 
the timing of changes in world prices and which way 
individual prices move as to how the trading terms 
fos the whole area are faring, compared with the 
United Kingdom. 

The investigation. shows, for instance, that when 
world prices were bounding upwards in 1951 when 
the Korean war started (to the apprehension of 
economists in this country), the sterling area as a 
whole was actually improving its terms of trade. The 
fall in world commodity prices which came in due 
course affected the exports of the rest of the sterling 


area before it helped this country’s non-sterling - 


imports. In other words, the rest of the sterling area 
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began to lose ground before this country started to 
gain it. Up to the middle of 1953 the terms of trade 
of the whole area were in fact worse than they werg 
in 1950. 

Since then there may have been some improvement. 
The big sterling area exports like cocoa and rubber 
have been holding their own (cocoa has indeed gone 
to new heights) and this country’s terms of trade 


have gone on improving. It remains to be seen 


whether the position at the end of 1950 had been 
restored by the close of 1953. 


Air Cargo and the Shipping Companies 


There has recently been an announcement that the 
General Steam Navigation Company, an associate 
of the Peninsular and Oriental Steam Navigation’ 
Company, has acquired an interest in Britavia. This 
is an independent air group which owns Silver City 
and Aquila Airways. There have now been three, 
announcements of acquisitions of this kind in the. 
last few months. Earlier this month Furness Withy, 
acquired an interest in Airwork and last Geer 
Clan Line Steamers became connected with th 
Hunting group. 

Take-overs of this sort are a normal commercial 
development. The independent air companies have 
the initiative and the will to expand their cargo- 
carrying facilities but not the capital resources. Th 
shipping companies have the capital and generations 
of experience on world trade routes. There is an 
obvious basis here of mutual interest whereby th 
old-established shipping groups acquire an interes 
in air transport. This kind of development woul 
indeed have gone further by this time if nationalize 
airlines had not been set up after the war. The 
shipping companies were already taking an ipferest 
in the air when the passenger traffic was creamed off 
by the nationalized airlines and this fact still stand} 
between the shipping companies and the hope o 
offering effective and comprehensive challenge i 
the air age. 

These amalgamations bring capital to the air com 
panies but they leave a good deal of work still to be 







‘done on the economics of cargo transport by air. 


Some of these concerns are probably laying plans for 
competing with shipping on international routes 
knowing full well that they will lose money at first. 
so great is the disparity which exists between shipping 
and air freights at present and so great is the scope for 
manoeuvre by the shipping companies with thei 
freights once competition for certain goods becomes 
really keen. But more economical aircraft will be 
available in a year or two and in any case prestige 
and fashion play an important part in developing new 
methods of transport. It was in this way that the 
camel and the sailing ship were forced into sub- 
sidiary roles. Such a fate may be a long way off for 
sea transport and may eventually come in only < 
minor degree — but the shipping companies can Ser 
what might happen if they did not act in good time. 
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| Provide Manufacturers, Merchants and Exporters with 
3 additional working capital and security against bad debts, 
through a flexible system of Sales Finance. 


Inquiries will be welcomed from Accountants and Professional 
Advisers called upon to deal with the working capital problems 
of smaller and medium-sized businesses, whether old or newly 


established. 





"HELLER & PARTNERS LIMITED 


MERCHANT BANKERS 


For further information consult 


' Royal London House, 16 Finsbury Square, London, EC2 
MONarch 9351 Cables: BANKHELLER, London 
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OCEAN TRUST 
COMPANY LIMITED 


99, PARK LANE, LONDON, Wi 


Telephone Nos. 
GROSVENOR 4627/8, 3596, 1394/5 


Directors: 


E. BEDDINGTON BEHRENS, C.M.G. M.C., Ph.D. (Chairman) 
SIR COLIN McVEAN GUBBINS, K.C.M.G., D.S.O., M.C. 
ROGER B. PURSEY, A.C.A. 


The Chairman welcomes personal interviews 
with professional advisers regarding public or 
private issues of capital for established busi- 
nesses or the private financing of developing 


industrial undertakings 
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FINANCE AND COMMERCE 


[mperial Chemical Industries’ forthcoming £30 
nillion loan stock offer has dominated the stock- 
narket in the past week. With other high-class issues 
n prospect, the possibility of a shortage of investment 
‘unds to maintain turnover in markets generally is a 
‘teadying influence. Business has quietened down 
onsiderably. 
Does it Pay ? 

Guinness is good for you!’ “Skegness is so bracing!’ 
That’s Shell, that was!’ 

Does advertising really pay? Mr H. W. Backhouse, 
he chairman of Twining, Crosfield & Co Ltd, is 
joping it will. His company is finding that it is not 
ufficient to have a good product. It has got to be 
vushed. Turnover by weight is satisfactory but Mr 
3ackhouse feels that the company is not getting its 
wil share of the increase in tea consumption. ‘Out- 
tanding value on its own,’ he says, ‘does not appear 

be enough to develop and create new business 
yen with a vigorous sales force.’ 
ken with av advertising campaigns by our com- 
\etitors have to be faced.’ The board is therefore 
onsidering an annual advertising allocation for 
dvertising in certain specified areas where the 
omipany’s proprietary teas will not clash with the 

terests of bulk buyers. l 

While wishing the company success, there is one 

portant point in advertising that must never be 

rgotten. No advertised product can afford to rest 

its laurels. That, in effect, is why advertising 

xpenditure, if not charged against immediate profits, 
ould be written off over a short period of years. 







Hot Competition 
t- the moment, the company is enjoying the good 
mes. Group trading profit in the accounts we reprint 
us week -is the highest in the company’s history. 
t has been a period, says Mr Backhouse, when the 
xa market has been exceptionally kind to tea distribu- 
brs with prices rising and consumption increasing. 
In November 1952, common tea was costing 
83d a pound. By the end of October 1953 it was 
to 3s 44d and the market, keeping consistently 
rong, has put the price up to its present level of 
out 4s a pound, the highest price in living memory. 
But the company begins the current year with 
a at a high price and ‘a possibility that lower prices 
p'r common tea may be reached during the period 
> that the situation is quite different and less 
‘vourable’. Since control of tea ended, the expected 
tense competition has developed and is expected 
» continue and ‘the combination of hot competition 


ith an unfavourable market may well prevent us 


om earning such good profits in the current year’. 
If the market does develop in such a way that 
ymmon tea remains at its present high figure, says 
[r Backhouse, a further increase in the retail prices 
‘all teas will be inevitable. 


Curious C.I.C, 


We mentioned recently the presumed view of the 
Capital Issues Committee of H.M. Treasury on the 
subject of issues of capital by way of capitalizing 
reserves. 

The more recent experience of the Ely Brewery 
Company Ltd makes one wonder what really is the 
mind of the C.I.C. on the subject of so-called bonus 
shares. The board of Ely Brewery announced last 
October that ‘the directors have resolved to apply 
to the Capital Issues Committee of H.M. Treasury 
for consent to issue to the ordinary stockholders a 
20 per cent bonus in 7 per cent cumulative second 
preference shares’. 

In January, stockholders received the C.I.C.’s 
reply. Approval for the issue, the board stated, had 
not been granted. It is understood, the board added, 
that the application was refused because the proposed 
issue was to have been made from capital reserves. 


Another Refusal 


The capital reserves, it may be noted, appeared in the 
1953 balance sheet at £377,126, of which £373,000 
was the ‘amount created by writing up of fixed assets 
as valued by the directors’ at that date. 

The board added that they had already asked the 
CLC for permission to make a 124 per cent issue 
in the 7 per cent second preference shares, the 
amount required to be taken from revenue reserves. 
This time, the C.I.C. appears to have made up its- 
mind more quickly because before the month was 
out, the beard had to announce that this capitaliza- 
tion of revenue reserves had also been refused. No 
reason, they stated, had been given for the Treasury’s 
decision. It is a curious state of affairs that there 
should exist this all-powerful official body which can 
veto what amounts to no more than balance sheet 
adjustments involving no raising of new capital. 

But now the whole matter has been put in yet 
another light by the news that Imperial Chemical 
Industries have received permission to capitalize 
£80,282,240 out of capital reserves of £137,251,993 
and revenue reserves of £36,440,272. The reserves 
now to be capitalized were the subject of C.I.C. 
refusal nearly three years ago. Permission, it seems, 
was given this time without hesitation although the 
‘capital reserve element is obviously substantial. 

There may be some explanation for such apparently 
contradictory decisions, but it is extremely difficult 
to see it. 

Money Market 

A jump to £398,900,000 in total applications was 
the feature of the Treasury bill tender on February 
1gth. Bidding at £99 gs 8d the market obtained only 
45 per cent of requirements and the {£240 million 
of bills was allotted at the average discount rate of 
£2 1s 3°56d per cent. This week’s offer is £250 
million, {£10 million more than maturities. 
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CORRESPONDENCE 


Letters must be authenticated by the name and address of the writer, not necessarily for publication. 
The Editor does not necessarily agree with, or hold himself responsible for, the opinions expressed. 


Disclosure of Bank Interest 


SIR, — Inspectors appear to be asking taxpayers for 
particulars of bank interest received in years before 
1950; In some cases as far back as 1945. As Section 
27, Finance Act, 1951, does not apply to interest 
paid or credited before April 6th, 1950, is there some 
other legislation which enables the period to be ex- 
tended in practice? 

I. should appreciate the views and experiences of 
your members on this point. 

Yours faithfully, 
M. A. M. 


(The section quoted by our correspondent is, as he 
says, limited to interest paid or credited after April 
sth, 1950. Moreover, it gives the Inspector power 
only in relation to the person paying the interest, 
not the person receiving it. The Inspector, as such, 
cannot require the disclosure of interest received 
prior to 1950 but it may nevertheless be prudent to 
comply with such a request. Presumably if there has 
been such interest it has not been returned for tax 
purposes, so that there is possible liability to severe 
penalties, under, e.g. the Income Tax Act, 1918, 
Section 107. Should this liability be eventually 
established, the authorities will no doubt be influenced, 
in the extent to which they require payment, by the 
taxpayer’s past co-operation or otherwise. Furthermore, 
if assessments are raised on the taxpayer and he appeals 
against them, the General Commissioners will have 
power to issue a precept requiring the information 
(Income Tax Act, 1952, Section 54). Failure to comply 
with the precept involves a penalty of £20 and treble 
the total tax chargeable, a penalty which would apply 
even if there were no interest. At the same time, the 
appeal’s prospects of success might legitimately be 
regarded as reduced, to say the least of it. Everything 

oints, therefore, to the advisability of complying 
with the Inspector’s request. — Editor.] 


House of Commons: Members’ Expenses 


SIR, ~ According to newspaper reports, the report of 
the Select Committee inquiring into M.P.’s salaries 
and expenses, states that no tax relief is given to 
Ministers earning {£5,000 a year or over, and tax 
relief to junior Ministers is restricted to {500 a year. 

Normal income tax law is that tax relief may be 
given on expenses incurred wholly and exclusively 
in the performance of one’s duties, and so far as I 
know there is no arbitrary limit of expenses which 
may be claimed. 

I should be most interested to learn why, in the 
case of Ministers and junior Ministers, their expense 
claims would appear to be arbitrarily restricted. 

Yours faithfully, 
G. W. EE 

Maidenhead Thicket, Berks. 

[The reports to which our correspondent refers are 
concerned no doubt with expenses incurred by Members 


A 


| 


of Parliament as such. A Member of the House of 
Commons who is also a Minister holds two offices. 

It is a fundamental principle of Schedule E that th 

expenses of one office cannot be deducted from the 
earnings of another office. Accordingly, the expenses 
of a Minister, which he incurs in the performance of 
his duties as a Member of the House of Commons, 
cannot be deducted from his ministerial salary. I 
follows that if he draws no remuneration as a Membe 
he can obtain no tax relief in respect of his expense 
as a Member. If his remuneration as a Member i 
only £500, that automatically becomes the maximum 
deduction for those expenses. Any expenses incurre¢ 
wholly, necessarily and exclusively in the performance 
of his duties as a Minister are, of course, available to be 
deducted from his ministerial salary. ~ Editor.] 







The Accountancy Straight-jacket for 
Business Acumen { 


SIR, ~ Thanks to Mr P D. Taylor for adding hi 
further views on the ‘rise and fall clause’ in you 
issue of February 13th, 1954. 

The blame I lay on our profession is misusing ou 
skill in encouraging business men to think that the 
can, or should be able to, recover in prices the exac 
amount of their laid-out costs plus expected profit: 
I suggest that accountancy skill would be bette 
employed in trying to solve the more fundamente 
issues: the attempt to recover laid-out costs in price 
is exposed to at least a prima facie charge of ee 
ing the swings of the trade cycle. Unfortunately, t 
my mind, the accountancy profession Se 
rather Pontius Pilate attitude to the effect of aceou 
ing practices on the trade cycle. 

From the purely business angle, if we ge 
try to take the gamble out of business we may tak 
the drive out of enterprise and prosperity out of th 
economy. 

Yours faithfully, 
Dublin. A. PAKENHAM-WALSH. 


Standard Costs: Small Engineering Firm 


Str, — The advocates of standard costing usuall 
claim that this costing ‘system is much superior t 
job and batch costing and they also claim that th 
amount of clerical labour involved is not so grea 
Furthermore, it would appear that the system ca 
be applied to a suitable small business, and in th 
connection the advice of your readers would b 
appreciated, as we act for a comparatively små 
engineering firm which manufactures its own produc: 
numbering about twenty. These products are all fc 
use in the same industry, but there are very fe 
component parts which are common to more tha 
one type of machine. 

At the present time the firm uses a job costin 
system which is not altogether satisfactory an 
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nvolves a considerable amount of clerical labour. 
t is not clear, however, how the standard costing 
ystem can usefully be introduced in view of the 
act that there are very few component parts of 
nachines which are common to more than one 
nachine; and as the plant and fitters are constantly 
eing changed from employment on one type of 
nachine to another type of machine, it is difficult 
o understand how satisfactory cost centres can be 
et up. It may be, however, that some of your readers 
‘an be of help and if so we should be very grateful 
o have their suggestions. 
Yours faithfully, 
LEWIS, BURRELL & WEBSTER. 
London, EC2. 


_ Section 55 and Non-distribution Relief 


JIR, ~ The editorial footnote to a letter from ‘Fifty- 
iver’ in your issue of February 2oth, 1954, expresses 
aa. opinion with which I do not agree. I would like 
o draw your correspondent’s attention to the follow- 
ng relevant information: 

\ (1) It is the practice of the Estate Duty Office to 
diọw as a deduction a proportion of the outstanding 
son~distribution relief, 

(2) In its memorandum on estate duty anomalies 
he Council of The Institute of Chartered Accountants 
n England and Wales made the following observation 

relation to a Section 55 valuation on a break-up 
asis: 
“The Estate Duty Office appears to regard it as 
being in the nature of a concession to allow the 
| deduction of a part of the outstanding non- 
distribution relief. The Council considers that no 
‘question of concession arises because if the valuation 
is on the basis of a break-up it cannot be a proper 
‘valuation if it does not take into account the full 
amount of profits tax which would be payable in 
those circumstances.’ 


(3) With regard to a Section 55 valuation on a 
oing concern basis, the Council’s recently issued 
otes on the treatment of profits tax in accounts may 
and to suggest that any claim for a deduction as a 
ability or contingent liability would be ill-founded 
h law; but it must be remembered that the notes 
bere concerned with balance sheets and not with 
aluations (whether for estate duty or any other pur- 
ose). One can therefore only speculate -as to the 
ecision the Courts might reach if called upon to 
ecide the technical question of ‘contingent liability’ 
1 the context of an estate duty valuation. 

(4) The Economic Secretary to the Treasury has 
itd: Se 

‘ . . assets are valued not just as physical assets 
but as the assets of that particular company .. . 
it is not purely the value of the assets as assets, 
but the value of the assets in the light of the position 
of the company, which is taken as the basis of the 
valuation under Section 55’. (House of Commons, 
June 23rd, 1953). 

(hat is ‘the position of the company’? If we turn 
zain to the notes on profits tax we find that 

‘the company (or in certain cases of amalgamations 
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its successor) can never divest itself of the possi- 

‘bility of ultimately becoming liable to the Inland 

Revenue for the accumulated amount’ (of non- 

‘distribution relief). 
The one thing which shrieks out from every page 
of these profits tax notes is that the net assets have 
an Inland Revenue chain firmly attached to them. 
The pull on the chain becomes the stronger the 
bigger one makes the net assets by means of valua- 
tions above book amounts. So long as Parliament 
wishes the Inland Revenue to keep hold of the chain 
it is important to remember that, according to 
Findlay’s Trustees v. C.I.R., it must be assumed that 
the ‘willing purchaser’ is a person of reasonable 
prudence who has informed himself with regard to 
all the relevant facts. Yours faithfully, 

N. D. R. 

SIR, — If it is of any assistance to your correspondent 
‘Fifty-fiver’, I recently interviewed the Estate Duty 
Office in connection with the valuation of shares 
under Section ee, Finance Act, 1940, and managed to 
obtain a deduction in arriving at the value of the net 
assets of ro per cent of the total non-distribution 
relief received. The Estate Duty Office did not on 
this occasion definitely dispute the liability, but took 
the view that the company would not normally 
distribute sufficient of its past profits to incur the 
whole liability. Yours faithfully, 

Nottingham. R. F. PRIOR. 


Replacement Cost 


Sır, — The letters from your correspondents, Mr 
Clayton and Mr Arnold (February 13th issue), make . 


_ sensible reading. In addition to the points and facts 


made by each, I draw your readers’ attention to one 
point, and some more facts. 

The American Institute and the English Institute 
make broadly the same suggestion, i.e. the contents 
of Recommendation XV. Surely this fact makes 
Mr White (February 6th issue) doubt his thought? 
If it does not, here are a few figures to make him 
think again on the questions of whether ‘real’ 
capital is taxed etc. 

Some Economic ASPECTS oF THE TAXATION OF COMPANIES! 


Dante JIT 
Company Finance and Investment 
Receipts 1938 1948 1949 3950 Igsr 19532 
Net trading profits {including stock fm gm fm fm m GH 
Tappreciation) ` Ss .. $27 1,423 1,40t 1,602 1,968 1,884 
Other income . es 942 618 579 74 769 Bor 
Depreciation allowances . 185 324 434 496 538 443 


Capital transfers (excess profits 
tax refunds and war damage 
compensations, etc} Sé 


a ` —— mimes: AA 


; TOTAL 1,044 ° 2,443 2,477 2,892 3,311 3,161 
Payments 

Dividends .. S 657 746 9715 729 839 883 
Tax payments... one = 90 555 757 750 684 893 

Investment (including stock 
appreciation} .. Re -» 340 955 834 13,135 1,625 600 
Toran > .. 1,087 2,256 2,306 2,614 3,148 2,376 
187 or 278 163 785 


Surplus of receipts over payments ——43 


l Yours faithfully, 
í G. W. MURPHY. 


1 D. Walker in The Manchester School, January 1954. 
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THE INSTITUTE OF 
CHARTERED ACCOUNTANTS OF SCOTLAND 


CENTENARY CELEBRATIONS 


Three Days of Ceremonies and Functions 
in Edinburgh, June 16th—18th 


An event of importance in the profession will occur in 
the summer when The Institute of Chartered Account- 
ants of Scotland celebrates the centenary of the granting 
of its Royal Charter of Incorporation. 

The original Royal Charter, which still remains in 
force, was granted to The Society of Accountants in 
Edinburgh in October Bea, ` A supplementary 
charter was granted in May 1951, when The Institute 
of Accountants and Actuaries in Glasgow and The 
Society of Accountants in Aberdeen amalgamated 
with the Edinburgh Society, and the name was changed 
to its present form. 


Guests from All Parts of the World 
The centenary celebrations will consist of three days of 
ceremonies and functions to be held in Edinburgh 
from Wednesday, June 16th to Friday, June 18th. 
Representatives of the Government and of the 
leading accountancy organizations throughout the 
world will attend as the guests of the Institute, while 
many members and their ladies will also -be present. 
Invitations have been extended to about 130 
professional societies, departments and organizations 
in the British Isles and overseas. 
i Programme of Events 
The proceedings will commence on the Wednesday 
morning with a service of commemoration and thanks- 
giving in St Gules’. Cathedral (the High Kirk of 
Edinburgh), conducted by The Very Rev. Charles L. 
Warr, K.C.V.0., D.D., LL.D., Dean of the Thistle and 
Chapel Royal, ‘with The Right Rev. K. C. H. Warner, 


D.S.0., D.D., Bishop of Edinburgh. In the afternoo 
there will be a plenary session in the Usher Hall t 
welcome those taking part in the celebrations, an 
representatives of other accountancy bodies wi 
deliver addresses. 

The three-day programme will include a centenary 
banquet in the Music Hall at the Assembly Rooms, 
civic reception by the Lord Provost and Corporatio 
in the City Chambers and a centenary ball in th 
Assembly Rooms on the last day. 

Another plenary session, at which two papers Will 
be presented, will be held in the Music Hall at th 
Assembly Rooms on the Friday; one paper will deal wit 
“The history and development of the accountan 
profession in Scotland’ and the other with ‘The plac 
of the accountant in the modern world.’ 

Also included in the full programme are a “go 
competition, theatre parties and conducted motor 
coach tours of Edinburgh and the surrounding count 
A special centenary dinner in the Adam Rooms and 
dress show will be held for the ladies. 












Exhibition of Historic Books and eet 
An exhibition of historic documents, accounts an 
books showing early book-keeping methods in man 
countries will be held at the Institute’s offices, 2 
Queen Street, Edinburgh, during the period of tł 
celebrations. 

Centenary Book 
The Institute will also publish in connection with i 
centenary a volume dealing with the history of Scotti 
accountants from the earliest times to the present da 


NOTES AND NOTICES 


Personal 
Messrs CARTER & Co, Chartered Accountants, 
announce that as from February 1st, 1954,. the 
address of their offices was changed from Lancaster 
House, Newhall Street, Birmingham 3, to 8 Greenfield 
Crescent, Edgbaston, Birmingham, 15. 

Messrs A. M. FISHER & Co, Chartered Account- 
ants, of 120 Baker Street, London, Wi, announce 
that they have taken over the practice of the late 
Mr ELLIS GOODSON, J.P., F.A.C.C.A., formerly carried 
on at 1 Long Acre, London, WC2 and 12-14 New 
Kent Road, London, SE1. 


Professional Note 
Mr A. R. O. Slater, F.c.a., a partner in the firm of 
West, Wake, Price & Co, Chartered Accountants, of 
London; has been appointed a director of Richard 
Haworth & Co (Holdings) Ltd. 


In Parliament 
GOVERNMENT EMPLOYEES: INCOME TAX 


Mr ERrROLL asked the Financial Secretary to tt 
Treasury what arrangements have been made f 
dispensing with the need for completing -Forr, 
P.11.D. in respect of those Government-pal 
individuals to whom it applies. 

Mr Boyp-Carpenter: No such arrangements at 
required, as Chapter II of Part VI of the Incom 
Tax Act, 1952, does not apply to Governmer, 
employees. 

Hansard, February 16th, 1954. Written Answer: 
Col. 187. 


NATIONAL INCOME AND EXPENDITURE 


Mr Ossorne asked the Chancellor of the Exchequ 
why national consumption has increased by o 
5 per cent between 1946: and 1952, since the re 
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national income as measured in the output of Ge 
and services increased by 15 per cent; and where the 
ther 10 per cent increased national income has gone. 

Mr Maup.ine: The increase in output from 1946 
to 1952, supplemented by a fall in public authorities’ 
current expenditure on goods and services due 
argely to demobilization, was fairly evenly divided 
yetween consumers’ expenditure, fixed capital forma- 
‘ion and the improvement of the balance of payments. 
Details can be found in the table on page viii of the 
ntroduction to the Blue Book National Income and 
Expenditure, 1946-1952. 

Hansard, Feb. 18th, 1954. Written Answers, Col. 223. 


DIVIDENDS 


Mr OSBORNE asked the Chancellor of the Exchequer 
by how much net ordinary dividends were raised in 
‘953; and if he will give an estimate of how much 
yer week the average basic wage rate would have 
een increased if this sum had been distributed to 
he workers instead of to shareholders. 
_ Mr Man me The increase in ordinary dividends 
ter tax, between 1952 and 1953, is estimated at 
t £25 million; this amount, if divided among 
he ag earners employed by companies, roughly 
‘stifnated at 10 million, 1s equal to about 1s per week. 
Hansard, Feb. 18th, 1954. Oral Answers, Col. 2135. 


| 


National Insurance 
CONTRIBUTION RULES FOR MARRIED WOMEN 


ertain of the rules governing the position of married 
omen in National Insurance are simplified under 
egulations! made by the Minister of Pensions and 
National Insurance, Mr Osbert Peake, which come 
operation on March ist, 1954. 


At present a married woman who has fewer than 45 
ntributions paid or credited in a contribution year cannot 
y contributions when non-employed or count for sickness 
d unemployment benefits any contributions subsequently 
aid for employment, until she has satisfied a re-qualifying 
onditidn of §2 contributions paid or credited of which 
6 must be contributions paid. Experience has shown that 
ais special restriction can be dispensed with and it is 
emoved by the new regulations. 

| In addition, the regulations improve the position of 
ertain self-employed married women. A self-employed 
arried woman can choose whether or not to pay contribu- 
ions and has the further option of paying either at the 
lf-employed sate or the (lower) non-employed rate, Up 

now it has not been possible for a married woman con- 
nuing in self-employment after the age of 6o to earn an 
acreased pension by continuing to pay at the non-employed 
ate, but under the new regulations she will be able to do so. 


The National Insurance (Married Women) Amendment 
egulations, 1954, S.I. 1954, No. 163, price 4d. 
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EXCHANGE OF ORANGE CARDS 
Orange National Insurance cards finish on February 


“28th. The Ministry of Pensions and National 


Insurance reminds employers and insured persons 
holding these cards that they should be exchanged 
for new green ones at a local Pensions and National 
Insurance Office as early as possible between March 
rst and March 6th. 


Annotated Tax Cases 


Part o of Volume XXXII of the Annotated Tax 
Cases, edited by Roy Borneman, Q.c., is published 
today and contains. reports, with notes on the judg- 
ments, of the following cases: CIR v. Elcock 
(Q.B.D.); A. SS F. Mucklow Lid v. CIR (Ch.D.); 
In re Holt (Ch.D.); In re Delhi Electric Supply and 
Traction Co Lid (C.A.); CIR v. Universal Grinding 
Wheel Co Lid (C.A.); Kirkness v. John Hudson & Co 
Lid (C.A); Madras Electric Supply Corporation 
Ltd v. Boarland (C.A.); Burlah Trust Ltd v. CLLR. 
(C.A.); Halbur Trust Lid v. CIR. (C.A.). 

The annual subscription to the Annotated Tax 
Cases is 30s post free, the publishers being Gee & 
Co (Publishers) Ltd, 27-28 Basinghall Street, 
London, EC2. j 


London and District Society of Chartered 
Accountants 


The annual dinner and dance of the London and 
District Society of Chartered Accountants will take 
place on Friday March rgth, at The Park Lane Hotel, 
Piccadilly. 

Tickets, price 31s 6d, may still be obtained from the 
hon secretary, Leith House, 47 Gresham Street, 
London, EC2. , 


East Anglian Society of Chartered 
Accountants 


COURSE FOR STUDENTS 


The East Anglian Society of Chartered Accountants 
has arranged to hold a week’s tuition course for 
Intermediate and Final students from Monday 
afternoon, March 8th, until mid-day on Saturday, 
March 13th. 

The course is to take place at the Assembly House, 
Norwich, and there will be a full programme of 
lectures and discussions. 

Students wishing to have further information about 
the course should write to Mr H. Robinson, F.c.a., 
Hon Secretary, The East Anglian Society of Char- 
tered Accountants, Elm House, 4 Elm Hill, Norwich. 


JOHN FOORD & COMPANY 


Telephone: Victoria 2002 (3 lines) 


VALUERS AND ASSESSORS 


OF WORKS, FACTORIES, PLANT & MACHINERY, Etc. 
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The Chartered Accountant Students’ 
Society of London 


The following meetings of the London Students’ 
Society will be held during next week: 


Monday, 5.30 p.m.: Lecture, ‘Solicitors’ accounts’, by 
Mr S. J. Saunders, T.D., A.C.A. (Investigations Accountant 
to the Law Society). Chairman: Mr E. F. G. Whinney, 
M.A., F.C.A. (member of the Council of the Institute). 

Tuesday, §.30 p.m., at the Library: Special debate for 
beginners; Motion: ‘That this house deplores the intro- 
duction of sponsored television in England.’ 5.30 p.m., 
at the Institute: Demonstration of Kalamazoo systems 
(limited party). 

Thursday, 5.30 p.m.: Debate on the motion ‘That this house 
considers it should emigrate’. 

Friday, I p.m.: Lunch-time discussion of study problems 
brought by students. 5.25 p.m.: Introductory course 
lectures on (1) “The functions and form of final accounts’; 
(2) ‘The law on sale of goods’. 


Our Contemporaries 


THe CONTROLLER. (Brattleboro, Vt.) (January.) ‘Another 
look at depreciation allowances’, by R. K. Mautz, 
Professor of Accounting, University of Illinois. 

THe New York CERTIFIED PUBLIC ACCOUNTANT. (January.) 
‘Economic and accounting concepts in break-even 
analysis’, by Lester Ageloff, c.p.a. 


LONDON STUDENTS’ COLUMN. ! 


m 
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SEVENTY-FIVE YEARS AGO 
From he Accountant or Marcu rst, 1879 
Publicity in Bankruptcy Proceedings 

An answer given by the Attorney General in 
Parliament a few days ago.serves to recall some 
indignant comment which proceeded from the City 
Editor of the Times in November last. That gentle- 
man having learnt that reporters were not present at 
the first meeting of creditors of Matthew Buchanan 
& Co., jumped to the conclusion that the press had 
been excluded at the instance of the accountants 
concerned in drawing up the statement of affairs, the 
real fact being that this was done at the suggestion o 
one of the largest creditors. We dealt with the question 
of publicity generally in our issues of the 30th Novem: 
ber and 7th December last, and it will therefore no 
suffice to draw attention to the fact that the Attorne 
General, replying to a query as to Mr James Morton 
said that the examination referred to was a ‘private’ 
one, and further, “‘that if the evidence taken at suc 
private examinations were allowed to be published 
the whole object of the examination would frequentl 
be frustrated.” 
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News from the London Chartered Accountant Students’ Committee 


Week-end Course 
As a result of a number of suggestions made by 


` members, a subcommittee has been set up to consider 


the practicability of holding residential week-end 
courses of lectures and discussions. 


Visits to the Stock Exchange ` ` 

Visits are made periodically by parties of members to 
the Stock Exchange. The visits are kindly conducted by 
members of the staff of the exchange who describe 
how the daily business is carried on and interpret the 
published prices of stocks and shares. 

Members wishing to join a party can make arrange- 
ments to do so through the Society’s office at 111 
Moorgate. 


Examination Results 
It may be of interest to members that the following 
places were obtained in the November 1953 examina- 
tions by London students. 
Final: Five out of seven (1st, 2nd, 3rd, 4th and 6th 
places). 
Intermediate: Eleven out of twenty-two (including 
and, 4th, 5th and 6th places). 


‘Practical Aspect’ Lectures 
It is proposed that in this session the course of 
lectures entitled ‘Practical aspects’ which has previously 


been available mainly for those about to sit thei 
Final examination, shall be open also to those who hav: 
reached their Intermediate examination. It is felt tha 
a number of the topics discussed will be of equal valu 
to members in both stages of their articles. 

The course is designed to help eliminate the lack o 
practical knowledge of certain ‘subjects shown 
examination candidates which has been referred Dé 
the Council of the Institute. ` ae 


Donation of Books ~ 
The Committee are grateful to the member who o: 
passing his Final examination, donated his text-boo 
to the library for the benefit of those who have not 
attained such success. 


Annual General Meeting 

The arrangements for the annual general meeting ar 
in hand and the annual report and accounts are bein 
prepared. The meeting will be held at the Chartere 
Insurance Institute’s Hall on April 30th, at 5 p.m. 
with the President of the Society, Sir Harold Gillett 
M.C., F.C.A., in the chair. This is the one general meetin, 
of the year when the affairs of the Society are unde 
review, and the Committee hopes that members wil 
avail themselves of this opportunity to make suggestions 
It is hoped to publish the next ‘London Students 
Column’ in The Accountant dated March 27th. 
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THE AUDITORS’ REPORT 
WORDING OF QUALIFICATIONS 


HE whole purpose of auditing a company’s accounts is to 
enable the auditor to report to the shareholders, expressing 
his opinion on whether the accounts give a ‘true and fair 
view’. 
The Companies Act, 1948, extended the scope of the report so 
as to embrace the profit and loss account as well as the balance 
sheet, and also introduced other important changes. 


The new requirements are set out in the Ninth Schedule, 
which has necessarily become the basis on which the auditor’s 
report has to be worded. Although it badly needs revising in 
substance, the schedule does at least have the merit of being 
simpler to understand than most of the other seventeen schedules 
to the Act. 


While the Ninth Schedule has few friends, its very length has 
one unexpected advantage: it frequently gives a shareholder 
enough time to recognize that the inconspicuous gentleman 
reading it is the company’s auditor. 


It is an important day in the life of a chartered accountant when, 
as a junior partner, he signs his first report. He ponders over each 
word and with trembling hand adds the as yet unfamiliar.signature 
of his firm’s name, wondering indeed whether the words ‘true’ 
and ‘fair’ have any sinister meaning. Sooner or later, however, 
the time will come when he knows that he cannot add his signature 
to the familiar words because . . . ? He then has to ask himself 
how he can answer that question in as few words as possible, 
giving neither too much emphasis to the points in question nor so 
little comment that he may fail to convey the significance of his 
words. 


We are privileged to publish in our issues of this week and next 
week the views of SIR RUSSELL KETTLE, F.c.a. on this important 
subject. Considering how seldom the auditors’ report varies from 
the pattern laid down in the Ninth Schedule it is remarkable 
that Sir RusseLL has, apparently without difficulty, collected 
nearly a hundred reports where the auditors feel that there is 
some matter to which they must draw attention. A mere collection 
is interesting in itself, but the value lies in SIR RussELL’s comments. 


We cannot help feeling that Sir Musep ts instructive article 
will encourage accountants to examine critically the wording of 
any qualifications that may appear desirable; in some cases a more 
explicit qualification will result, in others the question may well be 
— is your observation really necessary? 


D 
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APPROVED AUDITORS 


OME interesting facts about the employ- 

ment of auditors by friendly societies are 

contained in the Report of the Chief 
Registrar for 1952, Part 2, dealing with friendly 
societies as such, which was published recently.+ 
This is the first issue of Part 2 to be published 
since 1937, and it accordingly covers intervening 
years. It recalls that the Industrial Assurance 
and Friendly Societies Act, 1948, Section 14, 
provides in effect that every registered society 
which at the end of 1949 or any subsequent 
year has more than 500 members or £5,000 of 
assets must thereafter submit its accounts for 
audit to an approved auditor. 

The necessary qualifications of an approved 
auditor are set out in Section 20, which also 
authorized the Treasury to appoint other persons 
to continue to act as auditor for societies for 
which they had previously acted (proviso (b)). 
Where the Treasury are satisfied that the 
purposes of Section 14 cannot otherwise be 
achieved, the Treasury also have authority to 
appoint suitable unqualified persons as approved 
- auditors (proviso (c)). Up to the end of 1952 
there were 920 appointments under proviso (b) 
and only ten appointments under proviso (c). 

The change introduced in 1948 is said by the 
Registrar to have been resented by some of the 
large societies which had taken trouble to train 
their own amateur auditors for the work. He 


1H.M.S.O. Ae net. 


Pai 


observes, however, that there can be little doubt 
that most societies will benefit. His reports have 
often commented on the shortcomings of laymen 
who undertake what is essentially a skilled 
professional task, to use the Registrar’s own words. 
He adds that in the long run the professional 
audit can be expected to repay in full any 
additional cost it may involve. 

The kind of thing which can happen where 
only lay auditors are employed is amply demon- 
strated in the report itself where it deals with 
defalcations and deficiencies. In one case, the 
annual returns for five years had shown as assets 
£1,531 War Stock and some £1,500 in a trustee 
savings bank. A clear audit certificate was given 
by two lay auditors and each return was signed) 
by one of the trustees. On the secretary’s deat 
an approved auditor took over and the next 
annual return showed the War Stock at £6 odd 
and the bank balance at some £15, with £3,818 
owing by the late secretary, who had gradually 
realized the assets over the years without 
accounting for the proceeds. The Registrar was 
informed by the new secretary that the lay auditors 
and the trustees had had implicit faith in th 
integrity of the late secretary and each had relie 
on the other as to the verification of the asse 
Nothing was recovered. P 

Approved auditors also act for industrial an 
provident societies. The following table is take 
from the report. 






APPROVED AUDITORS HOLDING GENERAL APPOINTMENTS 


Industrial and Provident 
Societies Acts 


No. of 


Societies and Branches 
(excluding Collecting Societies) 


No. of Addi- 


Friendly Societies Acts 






Collecting Societies 


No. of Addi- 





(a) During the years 1939 to 1946 the submission of audit returns was suspended. 





of | Audit | Addi- -0 i 9 be HI 
Societies F tional Societies tional |Socteties Audit tional 
audited SES Charges audited + Charges | audited Fees Charges 
£ £ £ £ £ 
5,844 | 233,556} 46,217 18,844 114 12,543 512 
5,783 | 212,541 | 47,768 16,854 119 12,598 670 
5,709 186,128 47,060 18,185 122 12,515 597 
5,502 179274 44,349 12,316 126 12,678 895 
5,366 | 168,548 | 41,139 10,367 129 10,857 728 
5,193 153,786 | 36,619 9,419 128 7,99 654 
5,427 | 109,026 | 31,592 6,285 147 ,563 570 
5,438 | 105,619 | 31,477 5,926 148 8,528 534 
5,383 102,245 | 29,279 5,636 Leo 354 
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WRAPPED UP IN A FIVE-POUND NOTE 


men how easy it is, in accounting for ` 


CCOUNTANTS know better than most 


money, for truth to evade even the man 
who is seeking it;’and since this particular truth 
is their devotion it is natural if some overspill of 
their respect should be paid to money itself. They 
are perhaps even less likely than their fellows to 
light their cigarettes with spills made from 
bank notes; when they were very young they 
heard of other little boys who used to put pennies 
on the tram tracks, but they were themselves 
‘already too nearly dedicated to their chosen calling 
to join in the dangerous game. 
Perhaps they are the better fitted to relish, with 
“a particular awe, the stories which regularly 
appear in the newspapers of the pranks of citizens 
‘who regard money less respectfully: the gentle- 
than, for example, who was recently reported to 
‘have written his name and address on a pound 


note, with a message to the effect that, young, rich ` 


and handsome, he was anxious to meet a person- 
able widow. The story goes no further than that 
the girls on the staff of a bank through which the 
‘note passed wrote to him to say that they were 
none of them eligible but would look out for some- 
one who was: like so many of the tales of real life, 
this one leaves us in suspense, with little hope 
ofa denouement. 

Writing on a currency note is of course a com- 
paratively unsophisticated frivolity, like the 
boring of holes in coins to make them lucky. 
(How completely has that innocent habit faded, 
despite the lamentable fall in the value of un- 
mutilated coins!) Of more imaginative ploys — if 
cheques can be regarded as being (usually) as 
good as money — Sir ALAN HERBERT is acknow- 
ledged master. In two ‘Misleading Cases’ he has 
embroidered the point that a cheque need not be 
written on paper: in the first of them, Board of 
Inland Revenue v. Haddock ([1930] More Mis- 
leading Cases, 117)', the defendant had tendered 
payment of his income tax in the shape of ‘a large 
white cow of malevolent aspect’, on the back and 
sides of which was stencilled an order to the 
defendant’s bank to ‘Pay the Collector of Taxes, 
who is no gentleman, or Order, the sum of fifty- 
seven pounds (and may he rot!)’. A twopenny 


t Now included in Uncommon Law, Methuen & Co Ltd, 
London. 


stamp was ‘affixed to the dexter horn’; and even 
though it was shown that the cow had ‘appeared 
to resent endorsement’, the Court held that the 
Collector of Taxes had not been justified in 
refusing this tender of payment. 

This case, and its later parallel which was con- 
cerned with an egg of exchange, might be dis- 
missed as the picturesque fantasies of one of our 
brightest imaginations. But A. P. H. has told us 
how he has demonstrated, at least twice, that 
indeed a cheque need not be on paper. Once, if 
memory serves, he used a table napkin; on the 
other occasion it was the label of an almost empty 
wine bottle. Napkin and bottle alike passed 
through a doubtless delighted Clearing House and 
arrived in good order to the debit of the drawer’s 
account; and it is understandable that the bank 
did not give them back to the drawer with his 
other paid vouchers. 


Bankers, when one comes to think of it, must 
almost certainly have, even more than account- 
ants, a peculiar respect for money; and it may be 
that in only these two sections of the community 
did a rather heavy-handed Bank of England 
receive any faint sympathy in its New Year 
banning of the million-pound-note poster. It is 
certainly the bankers who have the classic story 
of money frivolity. It is told of the Quaker banker, ` 
Jonathan Backhouse, who one day met (at The 
King’s Head, Barnard Castle) a boastful com- 
mercial traveller. The traveller spoke of his 
wealth and flourished a sheaf of bank-notes in 
token of it; then sought to twit the sober Quaker, 
wagering him that he could not produce so much 
money. Backhouse replied that he did not bet; 
but he offered to put a five-pound note on the 
fire if the traveller would do the same. They each 


‘burned a note, but when Backhouse said ‘Another?’ 


the traveller retired hurt. And then Backhouse 
thanked him for burning a Backhouse note, which 
had represented, of course, a potential claim on 
himself; he, too, had burned a Backhouse note, 
which had, in the idiom of a later time, ‘set him 
back’ only the cost of the paper it was printed on. 


No one today, not even Mr Beale himself, can 
have quite that kind of fun with money; how 
degenerate are times in which a bank-note bzllet- 
doux is the next best thing! 

) 
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THE AUDITORS’ REPORT-I 


UNDER THE COMPANIES ACT, 1948, AND 
‘QUALIFICATIONS THEREOF ` 


oe : by SIR RUSSELL KETTLE, F.C.A. 


Companies Act, 1948, has shown that the 


F IVE years’ practical experience of the 
_ auditors” report, based upon the Ninth 


Schedule, has few admirers. Its phraseology is | 


verbose and condescends to matters of auditing 
and accounting detail-of no- interest to share- 
holders. Although the report has been in their 
hands for three weeks they are required, for some 
unknown reason, to listen to the secretary reading 
its contents.at the annual general meeting. 

The English Institute suggested to the Board 
of Trade in 1951 that the Ninth Schedule be 
amended, when possible, by requiring reference 
to certain matters only in the event of the 
auditors finding it necessary to report thereon. 
These particular matters, which at present must 
be expressly stated, are: 


(a) the obtaining of information and explana- 
tions necessary, in the auditors’ opinion, for 
the purposes of the audit; 


(b) the keeping of proper books so far as 
appears from the auditors’ examination of 
those books; 


(c) the receipt of proper returns from branches 
adequate for purposes of the audit; and 


(d) the accounts being in agreement with the 
books and returns. 


Apart from any observations which the auditors 
might feel called upon to make on these specific 
matters it was suggested by the Institute that the 
report should be limited to the following 
statements: 


(1) Whether in their opinion the balance sheet and 
profit and loss account of the company or, in the 
case of a holding company submitting group 
accounts, the said accounts of the company 
and the group accounts, are properly drawn up 
in accordance with the provisions of the Act so 
as to give a true and fair view of the state of the 
company’s affairs at the date of its balance sheet 
and of its profit or loss for its financial year 
ended on that date; or 


(z) In the case of a company entitled to the benefit 
of Part III of the Eighth Schedule to the Act, 


t 


whether in their opinion the balance sheet and 
_ profit and loss account of the company or, in 
the case of a holding company submitting ` 
group accounts, the said accounts of the 
company and the group accounts, are properly 
‘drawn up so as to disclose the state of the 
company’s affairs at the date of its balance sheet , 
and its profit or loss for its financial year ended 
on that date, so far as is required by the 
provisions of the Act applicable to the class o 
company concerned. be 


‘These two paragraphs would replace the 
requirements of paragraphs 3 and 4 of the Nint 
Schedule. Apart from some variation in phras¢- 
ology the requirements -in the suggested reviséd 
paragraphs differ from existing requirements in 
two material respects, namely: 


(a) In the case of a holding company, the 
auditors would no longer be required to say 
in a separate section of their report whether 
the group balance sheet and group profit 
and loss account give a true and fair view of 
the state of affairs and profit or loss of th 
holding company and its subsidiaries. Phe 
group accounts would be submittéd as 
supplementary information to enable the 
auditors to report whether the balance sheet 
and profit and loss account of the holding ' 
company itself gave a true and fair view 
respectively of its state of affairs and its 
profit or loss; and 


(b) The proposed omission from (2) of the 
words ‘true and fair’. I will refer later to 
the significance of this omission. 


With these exceptions the duties of the auditors 
would be unaffected by the suggested amend- 
ments, which would curtail and simplify the 
report. Until these desirable amendments are, 
made, the report must be framed in accordance! 
with the full requirements of the Ninth Schedule. 
The Institute’s booklet on the Companies Act, 
1948, recommended the form (approved by 
counsel) which the auditors’ report should take 
in varying circumstances. These forms follow 
closely the order and actual wording of the Ninth 
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Schedule, and they are used in the majority of 
cases. Some firms have adopted alternative forms 
of report as illustrated in the following three 
examples. When compared with the forms 
recommended for use by the English Institute, it 
will be observed that the sequence of the state- 
ments and opinions is in a different order; that 
there are certain minor omissions and variations 
in wording, and that the report is based, in part, 
upon the first paragraph of the amendment to the 
Ninth Schedule suggested by the English 
Institute. Examples are — 
When there are no group accounts: 


(1) In our opinion and to the best of our informa- 
tion, and according to the explanations given 
to us, the annexed balance sheet and profit 
and loss account with the above notes give a 

Sie true and fair view of the state of the company’s 

affairs as at December 31st, 1952, and of 

its profit for the year ended on that date. 

3 We have obtained all the information and 

explanations which to the best of our know- 
ledge and belief were necessary for our audit. 
In our opinion, the company has kept proper 
books of account, and the above-mentioned 
accounts, which are in agreement therewith, 
give with the above notes in the prescribed 
manner the information required by the 
Companies Act, 1948. 


When the report deals also with group 
ccounts: 


(2) In our opinion and to the best of our informa- 
tion and according to the explanations given 
to us: 


(i) the above balance sheet of the company 
with the annexed group accounts and the 
relevant notes on the accounts give a true 
and fatr view of the state of the company’s 
affairs as at December 31st, 1952; and 


(it) the annexed group accounts comprising a 
consolidated balance sheet and consolidated 
profit and loss account with the above 
_notes on the accounts give, from the 
standpoint of the members of the company, 
a true and fair view of the state of the 
affairs as at December 31st, 1952, and 
of the profit for the year ended on that 
date of X. Ltd and its subsidiaries, so far 
as is practicable having regard to the fact 
that accounts of some of the subsidiaries 
are made up to dates other than December 
gist. The accounts of certain of the 
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subsidiaries :have ‘been audited by other 
firms. 


We have obtained all the eer and 
explanations which to the best of our know- 
ledge and belief were necessary for our audit. 
In our opinion, the company has kept proper 
books of account and received audited returns 
adequate for the purposes of our audit from 
branches not visited by us, and the above- 
mentioned balance sheet, which is in agreement 
therewith, gives with the group accounts and 
the notes in the prescribed manner the 
information required " the Companies Act, 


1948. 


(3) We have examined the balance sheet of the 
company. set out in Statement A., which is in 
agreement with the books of account, and the 
consolidated accounts of the company and its 
subsidiaries set out in Statements B. to P. 
Proper books of account have been kept by the 
company. The accounts of some of the 
subsidiaries have not been audited by us. We 
have obtained all the information and 
explanations which we considered necessary 
and it is our opinion that, in conjunction with 
the relative notes, the accounts give the. 

` information required by the Companies Act, 
1948. 

We are of the opinion that, in conjunction 
with the relative notes, the balance sheet of 
the company gives with the consolidated 
accounts a true and fair view of the state of 
its affairs at December 31st, 1952, and the 
consolidated accounts give, from the stand- 
point of the members of X. Lid, a true and 
fair view of the state of affairs at that date of ` 
the company and its subsidiaries and of their 


profit for the year 1952. 


There is, I think, some ground for the view 
expressed by Mr C. I. R. Hutton, C.A., at the 
1953 Summer School of The Institute of Char- 
tered Accountants of Scotland when he said: 


‘While the Ninth Schedule remains in the 
Statutes . . . it is probably best to comply as closely 
as possible with the actual form of the schedule. 
Attempts to impress our own trade-mark by the 
introduction of verbal variations probably only add. 
to the confusion already produced in the minds of 
the public by the standard form.’ 


It is interesting to contrast British and 
American practice. The report at present in 
general use in the United States reads (words in 
brackets being added where group accounts 
only are presented): 
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‘We have examined the (consolidated) balance 
sheet of the X. Company (and its subsidiaries) as 
of June 30th, 1953, and the related statements of 
(consolidated) income and (consolidated) earned 
surplus for the year then ended. Our examination 
was made in accordance with generally accepted 
auditing standards, and accordingly included such 
tests of the accounting records and such other 

auditing procedures as we considered necessary in 
the circumstances. 

‘In our opinion, the accompanying (consolidated) 
balance sheet and statements of (consolidated) 
income and (consolidated) earned surplus present 
fairly the (consolidated) financial position of the 
X. Company (and its subsidiaries) at June 30th, 

- 1953, and the (consolidated) results of its (their) 
operations for the year then ended, in conformity 
with generally accepted accounting principles 
applied on a basis consistent with that of the 
preceding year.’ 


I think it will be agreed that the American 
report is easier to read than ours. There is, of 
course, in paragraph 14 (6) (b) of the Eighth 
Schedule a requirement to show in accounts 


‘any material respects in which any items in the 
profit and loss account are affected by any change 
in the basis of accounting’ 


but I am sure it would not be feasible to insert 
in an Act of Parliament any obligation to comply 
with generally accepted ‘auditing standards’ and 
‘accounting principles’. In the November 1953 
issue of The Journal of Accountancy (U.5.A.), 
there is an interesting article by Mr John H. 
Myers, c.p.a., upon ‘Useful variations in short 
form audit report’, in which the author sets out 
numerous examples of amplifications and qualifi- 
cations in American reports to illustrate variations 
in accepted procedures. 

One occasionally hears criticisms of the phrase 
‘true and fair’ on the ground, for example, that 
figures at which some assets appear in the balance 
sheet, such as fixed assets acquired before the 
inflation of the pound sterling, are out of line 
with estimated current values and cannot, there- 
fore, be said to be fair even when the basis of 
valuation is clearly shown on the face of the 
balance sheet. This and other recognized account- 
ing conventions are presumably intended to be 
¿covered in the American report by the words to 
which I have drawn attention, although in one of 
the American reports quoted by Mr Myers the 
auditors say 


‘No attempt is made in the balance sheet to reflect 
attual present value of fixed assets.’ 


I do not, however, think that the American 
references to generally accepted auditing stand- 


THE ACCOUNTANT 


March 6th, 1954 


ards and accounting principles in the English 
report would lead to a greater appreciation of 
accounts by shareholders. As indicated in Section 
149 (3), all the accounting requirements of the 
Act are without prejudice to the overriding 
requirement that the accounts shall be true and 
fair. And I would say if in any circumstances it is 
not possible to reconcile the use of both words 
the emphasis should be on ‘fair’ — fair primarily 
(and legally) to shareholders but with a further 
responsibility, less well-defined but none the less 
real and acknowledged, to the investing public 
and the commercial world. 


Some of the observations made by auditors in 
their reports are not strictly qualifications but are 
introduced by way of amplification or emphasis 
in regard to particular matters or items. Qualifica- 
tions proper should deal with (1) non-observance 
of statutory requirements; and (2) any respects int 
which the accounts are, in the opinion of the 
auditor, not true and fair. The distinction between, 
qualifications and observations is often not 
apparent: the words ‘subject to’ which are held to 
qualify the accounts by reference to the remarks 
to which they relate are sometimes felt to be 
unduly censorious. They are frequently replaced 
by wording such as ‘With these remarks (or 
observations)’ or “On this basis’, and on occasions 
auditors’ comments drawing attention to special 
features, are left to stand by themselves without 
any connecting link with their main affirmations. 
If the law is altered to give effect.to the Institute’s 
suggestions for obviating unnecessary refere 
to four of the matters required at present is 
expressly stated, it will be interesting to see tw 
what extent and in what form such amplifications 
as these will be thought necessary. 


I think we, as auditors, should hesitate to 
accept a view sometimes advanced, that if facts 
are clearly or apparently stated we are absolved 
from expressing an opinion or voicing a criticism. 
It surely could not be contended, for example, 
that an auditor should pass without comment an 
unqualified statement of free revenue reserves 
when there is shown on the other side of the 
balance sheet an adverse balance on profit and 
loss account or, by way of note, a material market 
depreciation of investments. 


The facility given by the Act (Section 149 
(7) (a)) to include statutory information in notes 
or documents annexed to the accounts is liable to 
be abused by virtual concealment of material 
information in a mass of notes. This danger was 
referred to by Mr W. G. Densem, F.c.a., in his 
address ‘Is it true and fair?’ at the Institute’s 
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summer course at Oxford in 1950.' I cannot do 
better than quote what he said: 


“There has been a marked tendency in recent 
years for accounts to be simplified as far as possible 
by reducing the number of items appearing in the 
balance sheet and profit and loss account and 
supplementing the information given therein by a 
series of schedules or notes which are often printed 
on a separate page. Such notes or statements are 
often convenient methods of setting out fuller 
details of the items or information, called for by the 
Eighth Schedule. The main objective of simplifica- 
tion of accounts — that they may be more readily 
understood — is very desirable. There is, however, 
a danger in relegating information to notes and 
schedules. These may be numerous and lengthy 
and contain information which is not vital to an 
understanding of the accounts, although helpful to 
anyone who wishes to give them careful considera- 
tion. As a result the shareholder may tend to omit 
to read the notes and schedules. If there is anything 
of importance that should be brought to his notice 
to enable him to appreciate the position disclosed 

, by the balance sheet or the profit and loss account 

. it seems desirable that this information should be 
given on the face of the balance sheet or profit and 
loss account, and not relegated to another page 
where it may form part of a series of notes, many 
of which appear relatively unimportant. A page of 
notes seldom makes interesting reading unless each 
is considered in connection with the item to which 
it refers; my personal preference is for a direct 
reference after each item, where applicable, to the 
informative note.’ 


nless a note having a material bearing on the 


accounts is clearly set out in the balance sheet or 
profit and loss account itself, or is otherwise 


reasonably prominent or brought to the notice of . 


shareholders, then the auditors should call 
attention to it. Notes being legally part of the 
balance sheet and profit and loss account, it may 
be asked why it is necessary for the auditors to 
say, 


€ 


. the said balance sheet together with (or 
amplified by, or read in conjunction with) the 
(relative) notes’. 


This question is particularly apposite when the 
accounts themselves contain a statement to the 
effect that the notes form part of the accounts and 
there 1s also a reference to specific notes after 
each item or the material items to which they 
relate. As notes themselves are part of the 
accounts, the wording ‘subject to the notes (or a 
specific note) thereon’, which one sometimes sees, 
seems inappropriate or inadequate as a qualifica- 


1 Reported in The Accountant dated October zist, 1950. 
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„tion: reference to any note affecting the truth 


and fairness of the balance sheet or profit and 
loss account should be specific, e.g. 


‘As mentioned in Note 1 . . . no provision has been 
made for. .. . Subject thereto the balance sheet 
gives... 


Throughout the examples of qualifications which 
I propose to give, there will be found frequent 
references in auditors’ reports to notes annexed 
to the accounts. These notes are a valuable 
medium of information which often enables 
„auditors, by suitable reference thereto, to deal 
concisely with matters which they wish to 
qualify or to which they wish to draw attention. 
Directors often prefer this method of qualification 
to qualifications being dealt with in detail in the 
auditors’ report. 

Qualifications and observations take many 
forms and I now propose to give a selection of 
some which have appeared in auditors’ reports on 
the accounts of public companies since the Act 
came into force in 1948. I will review them in the 
order in which they relate to the ‘matters to be 
expressly stated in auditors’ report’ as appearing 
in the Ninth Schedule. For convenience of 
reference I quote each requirement of the Ninth 
Schedule before dealing with the relative qualifi- 
cations, and I omit those portions of the report 
which are not material to the subject-matter of 
the qualifications. Names of companies are 
deleted and actual figures are rounded off. 


1. Whether they have obtained all the 
information and explanations which to 
the best of their knowledge and belief 
were necessary for the purposes of their 
audit. 


Absence of information and explanations occas- 
ionally arises from refusal to. comply with the 
auditors’ request (as in (1) below) but chiefly, as 
in the other examples, by reason of inability to ` 
do so. The following are extracts from reports. 


(z) Subject to our associated firm, Messrs X., of 

Y., having reported in regard to their audit 

that they have not been permitted to examine 

the minutes of the local administrative board 

and have not been able to obtain from the 

company’s officials a certificate relating to 

outstanding commitments in respect of capital 

expenditure, we have obtained all the in- 
formation and explanations .. . 


© (2) Except as stated in the following paragraph, 
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we have obtained all the information and 
explanations which, to the best of our 
knowledge and belief, were necessary for the 
purposes of our audit. 

_ The third paragraph of the directors 
report gives details of shares purchased during 
the year. We have not received explanations 
which, in our opinion, justify the excess of the 
purchase price over the values of the under- 
lying tangible assets, as shown in the books of 
the companies whose shares have been 


purchased. 


In this case the auditors, whilst they have 
received explanations, do not consider them to be 
satisfactory. The transactions referred to were the 
purchase of shares in certain subsidiaries from 
persons, including directors, whose interests were 
fully disclosed to the board and who did not vote 
upon the transactions. The directors stated that 
at the time of purchase they were unanimous in 
their belief, which they: continued to hold, that 
fair and proper prices were paid. 


(3) The company’s interests in Russia, . . . in 

respect of which our verification is incomplete, 

... Subject to this reservation we report that 

we have obtained all the information and 
explanations ... 


(4) Apart from the balances at banks in the 
United Kingdom and the cash in hand 
totalling £60, we have not been able to 
ascertain whether any of the assets shown in 
‘the balance sheet are still in existence or have 
any value, and we have not been able to 
satisfy ourselves as to the extent of the 
company’s liabilities. Subject to the foregoing 

` reservations we have obtained all the informa- 
tion and explanations... 


(5) The shares in and loan to the X.Y.Z. Com- 
pany, which we have been unable to verify, ... 
and as indicated in the note on the balance 
sheet, no accounts of that company are 
available. For this reason it has not been 
possible for us to obtain all the information 
and explanations . . . 


(6) Verification of the frozen assets in Europe has 


been limited under existing conditions to certain - 


investments representing [200,000 out of the 
total of £250,000 included in the balance 
. sheet. Subject thereto we have obtained all 
the information and explanations .. . 


(7) The position with regard to Iran is set out in, 
` the notes on the accounts — Note 1: no audit 
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has been carried out in that country, nor 
have returns or information been received 
therefrom. Subject to this we have to report 
that we have obtained all the information 
and explanations .. . 


(8) We have obtained all the information and 
explanations . . . necessary for the purpose 


of our audit apart from confirmations not ` 


having been received in respect of certain 
mortgages, loans, investments and cash lodged 
in territories formerly occupied by the enemy. 


(9) We were unable to examine the documents of 
title of the unquoted South African investment 


(£22,000 as at June 30th, 1948) as at j 


the time of our audit it had been disposed of.' 
Subject to the foregoing ... 


Could this qualification have been avoided by 
production to the auditors of documents confirm- _ 


ing the sale and receipt of the proceeds? 


(10) We have obtained all the information ong 


explanations . . . necessary for the purposes 
of our audit, subject to the company’s land 
titles in Brazil not having been inspected by 
us, which titles we understand are inscribed 
in the appropriate government registers. 


From whom, and how, do the auditors under- 
stand? 


(11) We have obtained all the information and 
explanations . . . necessary for the purposes 
of our audit except that we have not s 
e : Se La 
certificates for certain investments and ‘title 
deeds of the Ceylon properties which we are. 
informed are, with the exception of certain 
deeds held by the company’s solicitors in 
Colombo, deposited with the company’s 
bankers in Colombo. 


I now pass to the next requirement of the 
Ninth Schedule. 


2. Whether, in their opinion, proper books 
of account have been kept by the com- 
pany, so far as appears from their 
examination of those books, and proper 
returns adequate for the purposes of 
their audit have been received from 
branches not visited by them. 


I can only recall two reports reflecting upon the 
state of the books of account, namely, 


(12) We have examined the books of the company 
and report that except for the matters to 
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which we refer hereinafter we have obtained 
all the information and explanations which to 
the best of our knowledge and belief were 
necessary for the purposes of our audit. 

On November roth, 1950, the company 
acquired a business from an associated 
company for £10,000, but records of this 
transaction produced to us failed to disclose 
details of stocks on hand and work o 
progress at that date. Estimated values for 
these items totalling {1,000 have been 
assumed for the purposes of these accounts, 
and the balance of the purchase considera- 
tion has been adopted as the cost of plant, 
machinery and equipment acquired. Records 
of stocks in hand and work in progress at 
the works were inadequate and we are 
therefore unable to express an opinion on the 
value (LL 500) attributed to these items as at 
December 31st, 1951. Further, owing to 
loss of certain records we have been unable to 
satisfy ourselves that all work performed at 
the works has been charged out to customers. 

Apart from the foregoing, proper books of 
account have been kept by the company so far 
as appears from our examination of these 
books and the annexed balance sheet and 
profit and loss account which we have 
examined are in agreement with the books 
of account. 


(23) The company’s records relating to business 
done were inadequate, but apart from this, 
in our opinion proper books of account have 
been kept by the company so far as appears 


N 


from our examination of those books.. 


Subject thereto... 


Reports sometimes indicate the locations of 
the books examined, such as: 


(14) In our opinion proper books of account have 
been kept by the bank so far as appears from 
our examination of those books at Lothbury, 
Lombard Street and Threadneedle Street ... 


In the above report the auditors name the, 


principal offices at which they examined the 
books. In the following report the auditors of a 
bank whose main business is overseas draw 
attention to the important branches they have not 
visited — 


(25) We have not visited the branches in 
Australia, New Zealand and Fiji, but 
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There are many varieties of qualifications and 
observations regarding returns from branches, of 
which the following are examples: 


_(16) .. . proper returns adequate for the purposes 
of our audit have been received from the 
company’s office in Y., the accounts of 
which office have been audited by our 
associated firm, Messrs X., of Y. 


(17) ... proper returns adequate for the purposes 
of our audit have been received from branches 
not visited by us... . Certain returns from 
branches have been audited by local auditors, 
but not by us. Subject thereto . . 


The auditors here make it clear beyond any 
possible doubt that although the-audited returns 
are in their opinion proper returns they them- 
selves have had nothing to do with them! - 


(18) The accounts of certain of the operating 
divisions and subsidiaries have been audited 
by other firms. . . . In our opinion, the 
company has kept proper books of account 
and received audited returns adequate for 
the purposes of our audit from the operating 
divisions not visited by us... . 


This report omits the words ‘so far as appears 
from our examination of those books’. 


(19) ... proper returns adequate for the purposes 

-of our audit have been received from the 

Trinidad office of the company which has not 

been visited by us. The returns received from 

Trinidad have been audited by a firm of 
Chartered Accountants there. 


(20) ... proper audited returns, adequate for the 
purposes of our audit, have been received 
from the selling branches in Great Britain 
and Northern Ireland. 


(21) Audited accounts have been accepted from 
certain large branches not visited by us and 
adequate returns from the remaining small 
branches. 


In this case the auditors have substituted their 
own version of the wording of the Ninth Schedule 
omitting, however, the words ‘for the purposes 
of our audit’. 


(22) ... proper returns duly audited and adequate 
for the purposes of our audit have been 
received from the branches which have not 
. been visited by us... . The returns from 
- trading posts are, however, made up to Fune 

30th, 1951 (the date of the balance sheet is 


January 31st, 1952), and subject thereto . . 
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In only one report (17) are the returns made 
the subject of qualification. In (22), ‘subject 
thereto’ appears to cover the discrepancy in dates. 
The remaining two examples deal with companies 
whose branch returns have not been audited. 
No. (24) raises an important question of principle. 


(23)... proper returns adequate for the purposes 
of our audit have been received from branches 
not visited by us: these returns, however, 
have not been audited. 


(24)... proper returns adequate for the pur- 
poses of our audit have been received from 
the branches in Ceylon (not visited by us), 
so far as appears from our examination 
of such books and returns. The assets and 
liabilities and the trading results shown in 
the balance sheet and profit and loss account 
respectively, include material amounts incor- 
porated from the branch returns which have 
not been audited. 


It will be noted that the auditors make the words 
“so far as appears from our examination’ applicable 
to the returns as well as to the books of account. 


It is clear that the Act contemplates the 
existence of branches which the auditor need not 
visit or audit although it does not define the 
circumstances of a branch which would render the 
auditor’s visit unnecessary. In the past, no doubt, 
conditions of travel may have made it impractic- 
able to visit far-distant branches, but with 
present-day facilities visits to such branches may 
merely be expensive, and that, in itself, would not 
be good ground for the omission of an audit. The 
whole question of what circumstances would, 
render the audit of a branch unnecessary needs 
very careful consideration. 


Assuming, however, that the necessary condi- 
tions are fulfilled, it seems that the auditors are 
entitled, in the absence of obvious discrepancies 
and suspicions, to rely upon the returns after 
obtaining such information and explanations as 
appear to them to be necessary, and it would be 
unreasonable to place upon them responsibilities 
for inaccuracies or fraud which could only be 
discovered by a visit and an audit. It is therefore 
unfortunate that the qualifying words — ‘so far 
as appears from their examination of those 
returns’ (which are, as already mentioned, used 
by the auditors in example (24))-were not 
included for the auditors’ protection as in the 
case of the books of account. 


When returns involving material figures in 
relation to the balance sheet and profit and loss’ 


i 


THE ACCOUNTANT 


March 6th, 1954 


account have not been independently audited, the 
accounts as a whole cannot be deemed to have 
been audited. The company’s officials at branches 
cannot be assumed to be more reliable than those ` 
at the head office, and if in accordance with 
company law and normal practice an audit is 


- obligatory at the head office, it should logically be 


equally necessary at important branches. 

While, therefore, no obligation is laid down in 
the Ninth Schedule to comment on the fact that 
branch returns are unaudited, it may be the 
auditors’ duty in some cases, and particularly 
where the branch figures are material, to indicate 
to the shareholders that important sections of the 
company’s accounts have not been subject to 
audit, and possibly to quote the figures involved. 

The legal position of auditors in the event of 
the truth and fairness of the returns ~ unaudited 
or audited by another firm — being challenged,_. 
has not yet come before the Courts. Their 
position in law seems to be similar to that 
existing when group accounts incorporate the, 
accounts of subsidiaries not audited by them, 
because in the one case they accept accounts of 
subsidiaries and have no statutory right to go 
behind those accounts and examine the books, 
while in the other case (assuming the requisite 
circumstances to exist regarding the branch) they 
are not required to examine or audit the books. 

According to eminent counsel, auditors cannot, 
in their opinion, 


‘avoid responsibility . . . merely by indicating in 
their report that the information regarding’ 
subsidiaries is based upon accounts of subsidiaries 
not audited by them’. 


Counsel added the following rider: 


‘Nevertheless, whilst the holding company’s 
auditors should take all reasonable steps to satisfy 
themselves with regard ro the accounts of subsi- 
diaries not audited by them, we recommend that 
for their own protection they should qualify their 
report in respect of such accounts in the manner 
indicated in the forms of report approved by us.’ 
(Paragraphs 21 and 22 of the Institute booklet on 
the Companies Act, 1948.) 


The qualification in question consists of those 
dreadful words ‘Subject to the foregoing . . > 
which are considered by some auditors to cast a 
slur upon fellow practitioners. In practice, this 
qualification is frequently omitted. What are "all 
reasonable steps to satisfy themselves’ must 
depend upon the circumstances of each case both 
as regards. subsidiaries and branch returns. 


(To be concluded.) 
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GIFTS INTER VIVOS 


VALUATION FOR ESTATE DUTY 
CONTRIBUTED 


Strathcona case (8 A.T.C. 410) as a result of 

the recent judgment in the House of Lords in 
Sneddon and Others v. Lord Advocate (now fully 
reported), it might not be out of place to re- 
examine the change in practice of the Inland 
Revenue in relation to the value of inter vivos 
gifts, particulars of which were given on page 123 
of The Accountant of August ist, 1953. This 
matter was further referred to on page 55 of 
Lhe Accountant of January 16th, 1954, where 
‘information was given amplifying the previous 
Revenue notification in certain particulars. 

The change in practice announced by the 
“Inland: Revenue related solely to absolute gifts 
and only dealt with the case where the property 
\given had subsequently been the subject of a 
sale for full consideration. In such circumstances 
: the Inland Revenue claimed, as a result of advice 
they had received, that the expression ‘property 
taken’, in Section 38 (2) (a) of the Customs and 
‘Inland Revenue Act of 1881, must be read with 
: Section 22 (1) (f) of the Finance Act, 1894, and 
as a result of this advice claimed that regard 
should be had for valuation purposes to proceeds 
of sale or, in certain circumstances, investments 
representing such proceeds. ‘This revised practice 
would not appear in any way to have disturbed 
the position as settled in Strathcona, where it was 
an absolute gift of cash, the sum of cash still 
being adhered to for valuation purposes. 

The point at issue in the Sneddon case 
(previously before the Court of Session in 
Scotland in July 1952, under the title Trustees of 
Miss Elizabeth Hetherington v. Lord Advocate 
(31 A.T.C. 443)), concerned a settled gift which 
was caught for duty, the gift being in the form 
of cash, the Revenue relying on the decision in 
Re Payne (18 A.T.C. 288). In the hearing in the 
House of Lords the Strathcona decision was 
considered at very great length and it is a reason- 
able inference from the judgment as a whole in 
Sneddon that although the issue in that case 
was a settled gift the principles decided in 
Strathcona (an absolute .gift) were equally 
applicable thereto. 

Possibly the leading judgment in the Sneddon 
case 1s that of Lord Reid,. but before making any 
comment on this it might not be out of place to 
invite attention briefly to the principal section 
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[s view of the further light thrown on the 


concerned, namely, Section 2 (1) (e) of the 


‘Finance Act, 1894, as amended by subsequent 


legislation which provides that: property passing 
on the death of the deceased shall be deemed to 
include inter alia 

‘any property ... taken under a disposition made 

by any person .. . purporting to operate as an 

immediate gift inter vivos whether by way of 
‘ transfer, delivery, declaration of trust or otherwise, 
which shall not have been bona fide made five 
years before the death of the deceased’. 
The emphasis seems to be on the words ‘property 
taken’, 

In Sneddon, counsel for the Crown cited the 
Customs and Inland Revenue Act of 188r and 
considerable reference was made to Section 22 
(1) (f) of the Act of 1894. It is as a result of 
advice they have received in respect of these two 
sections that the Revenue appear to have changed 
their practice, but the House of Lords were not 
prepared to accept the interpretation which the 
Revenue sought to place on these sections. It 
will be noted that Section 22 of the Finance Act, 
1894, is prefaced as follows: 

‘In this part of this Act unless the context 
otherwise requires .. .’ 
Subsection (1) (f) thereof provides that ‘property’ 
shall include proceeds of sale. 

Briefly stated, the House of Lords were not 
prepared to accept the proposition that where the 
gift was cash the question of proceeds of sale 
could arise, and went farther than that; the 
question of proceeds of sale was considered in 
relation to a gift of investments and great 
emphasis was placed on the words “property 
taken’ in Section 2 (1) (c) of 1894. ‘Property 
taken’ could not, in the view of the House of 
Lords, embrace subsequent reinvestments made 
out of proceeds or, incidentally, the proceeds 
of sale, because what has to be looked to is the 
property taken from the donor who never 
possessed either the proceeds of sale or the 
investments purchased therewith. The House of 
Lords, therefore, came to the conclusion that 


this was one of the cases where, by reference to 


the opening words of Section 22 of the Act of 
1894, the context otherwise required. 

Lord Reid’s judgment is lengthy. He made 
pointed reference to it being settled law that a 
donee’s liability is not altered by his having sold 
the original gift before the donor’s death, 
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liability still being calculated with reference to 
the value of the original gift. The settled law to 
which he refers must have been the decision in 
Strathcona, and this in Sneddon has been endorsed 
by the House of Lords by obiter dicta. Lord 
Red ‘also pointed out that -property purchased 
out of the proceeds of sale of the subject of the 
gift could not be regarded as property received 
from'the donor and emphasized that the property 
sO purchased could not be deemed to pass on 
the donor’s ‘death as it had never been in the 
donor’s possession. ` 

It seems immaterial whether their lordships had 
in mind that it was settled law in the case of a 
settled gitt:or an absolute gift or both, because the 
whole matter is dependent on the “property 
takén’,’ i.e: the’ original property, and this could 
in no way be affected as to whether the gift 
was an absolute or a settled gift. 

‘In the light of what’has emerged from Sneddon 
and’ ‘the confirmation ‘it gives to Strathcona, it 
seems clear that tlie Revenue’s change in practice 
as to valuation of gifts is against settled law. In 
the article in The Accountant of August last, to 
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which reference has been made, it was indicated 
that a person aggrieved could invoke the 
Strathcona case against the official practice. The 
matter now, however, appears to go farther than 
this and it seems that in the light of Sneddon 
the Inland Revenue should take the earliest 
opportunity of clarifying the position or again 
changing the official practice. Meanwhile, what is 
the position of persons who, having relied on the 
changed official practice, have changed invest- 
ments with impunity and may find in the event 
of the death of the donor within the statutory 
period that the reinvestments are of substantially 
less value than the investments originally given, 
valued not at the date of the gift but at the date 
of the donor’s death? 

It seems established beyond any doubt that 
where the gift takes the form of an investment, 
for purposes of valuation the investment given. 
will be the property to be valued, although it 
may no longer be in the hands of the donee. Lord 
Morton observed in Sneddon that, in his view, , 
Payne was wrongly decided and this view 
received majority support. 


WEEKLY NOTES 


The Association’s Examination Results 


There were 1,814 candidates for the December 1953 
examinations of The Association of Certified and 
Corporate Accountants and the results now published 
show that of this total, 774 were successful. 

- In Section I of the Final there were 656 candidates 
of whom 193 (294 per cent) passed, the First Place 
and Prize being awarded to Mr S. B. Kerr, of Merton 
Park.. The Second Place was awarded to Mr M. E. 
Green, of Chilwell, and the Third Place jointly to 
Mr K. Gallagher, of Templeogue; Mr L. G. C. 
Howman, of. Reading, and Mr C. Pope, of Huyton. 

In Section II, 212 candidates (53°5 per cent) passed 
and 184 failed. The ‘First Place and Prize was 
awarded to Mr A. M. F. Hall, of Wembley, and the 
Second Place to Mr K. R. Tingley,.of Haywards Heath. 

There were 687 candidates for the Intermediate 
examination, of whom 337 (49 per cent) passed and 
350 failed, the First Place and Prize being awarded 
to Mr M. Emery, of March. 

In the Preliminary examination, 32 candidates out 
of 75 (43 per cent) were successful. 

The names of successful candidates in both sections 
of the Final, together with a full summary of the 
results, appear elsewhere in this issue. l 


= Courts of Inquiry Reports 


The reports of the two courts of inquiry into the 
wages disputes in the engineering and shipbuilding 
industries were published on Friday of, last week, | 


i 


While it was agreed, in both cases, that some upward 

revision was justified, the amount of 15 per cent 

claimed by the unions was considered too high. The 

increase recommended by the courts was 5 per cent. 

In addition, the courts suggested that wages and 

other matters in the engineering industry should be 
periodically reviewed by a joint body whose duty it 
would also be to examine the wage structure. Finally, ` 
the establishment of an authoritative and impartial- 
body to deliberate on the wider problems of wages 

claims and their effect on the country’s economy was ' 
advocated. Following on the publication of the 

reports, arrangements are being made, as we go to 

press, for the resumption of negotiations between the 

employers’ organizations and the Confederation of 

Shipbuilding and Engineering Unions. 

The two courts of 1 inquiry, among whose Members 
was Sir Harold Howitt, G.B.E., D.S.O., M.C., Di, 
D.C.L., J.P., F.C.A., made some penetrating comments 
on the different interpretations of company profits 
contained in the various submissions. We hope to 
refer in greater detail to these sections of the report 
next week. 


Expenditure and the Budget 


The vote on account for the fiscal year 1954—55 was 
published last week and from this document it is 
possible to form some idea of the task which will 
confront the Chancellor of the Exchequer in April. 
As usual it is possible by this time of the year to get 
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a fair impression of the amount of expenditure 
likely to be incurred, but the way in which the Govern- 
ment proposes to. raise the counterbalancing revenue 
and the economic assumptions which lie behind it 
are a secret until late on Budget Day. 

Expenditure for the year 1953-54 was originally 

estimated at £4,259 million. In the event, supple- 
mentary estimates have raised it to £4,487 million. 
The actual figure would probably have been much 
higher had it not been for the shortfall in defence 
outlay this year — a gap which is not likely to be re- 
peated in the new fiscal year. The estimate for 
1954-55 totals £4,556 million, that is £69 million 
higher than the actual expenditure for 1953-54. 
The increase is mainly due to bigger requirements 
for the Service departments and for the Ministry of 
Supply and also to a larger outlay by the Ministry 
of Food on subsidies. Education, health and roads 
are also expected to need more. Below the line 
expenditure on capital account will not be revealed 
until the Budget but it will be recalled that last year 
the Chancellor raised much of the requirements here 
by borrowing and so did not greatly affect the im- 
\mediate income-expenditure picture. 
* Revenue has been buoyant in the current year 
but it is a fruitless exercise to speculate on what 
may be the Chancellor’s views by April on the 
buoyancy of the revenue. In any case, the huge 
volume of expenditure which will inevitably be 
incurred gives him very little room for manoeuvre. 
Tax concessions, if such there be, are not likely to 
be either large or manifold. 


L 


The T.U.C. and the Budget 


The General Council of the Trades Union Congress 
have published the representations which they have 
made to the Chancellor of the Exchequer about the 
coming Budget. In general they ask that the production 
of goods be stimulated but not by ‘giving an indis- 
criminate stimulus, as was done in 1953’. Budgetary 
action should concentrate, it is-said, on the need to 
encourage exports at the expense of the home market 
and to encourage investment at the expense of 
increased consumption. No major tax changes are 
suggested, but it is considered that in the light of 
the repeal of excess profits levy the rate of profits 
tax on distributed profits should be increased again. 
At the same time it is argued that there should be 
statutory limitation of dividends. Initial allowances 


should be restricted to essential industries and, 


services but should be increased above their present 
level. Speculative transactions in shares should be 
discouraged by an increase in the stamp duty on 
the allotment and transfer of stocks and shares. 
At present, of course, there is no duty on allotments. 
The duty on bonus issues should be reimposed 
since bonus issues are a device for increasing the 
amount of profits distributed while reducing the 
percentage rates of dividend. The T.U.C. also call 
for reductions of tax, namely the purchase tax on 
clothing and household goods necessary to maintain 
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a reasonable standard of living, and a cut in the 
duties on heavy oils used as road fuel. 


Town and Country Planning Bill 

The text of the Bill which is to become the Town and 
Country Planning Act, 1954, has been published. 
It contains seventy-three clauses and ten schedules 
and covers nearly a hundred pages. It establishes for 
England and Wales the system of payments for loss 
of development value which was described in the 
White Paper published in November 1952 and which 
was the subject of a leading article in our issue of 
November 22nd, 1952. The Town and Country 
Planning Act, 1953, abolished development charges 
and suspended the disbursement of the £300 million 
fund which was to have been distributed to claimants 
whose land had been depreciated in value by the 
Town and Country Planning Act, 1947. The present 
Bill provides for payments to be made by reference 
to established claims on the fund, but only as and 
when loss of development value is sustained or where 
an occasion for payment has already arisen. 

Parts I and V of the Bill require the payments to 
be made to holders of claims on the fund subject to 
the limitation that the principal amount of a payment 
is not to exceed the relevant claim. Before those 
provisions of the Bill which look to the future take 
effect, claims which are not affected by payments in 
respect of past events and transactions, and the 
remaining amounts of claims which are so effected, 
undergo a complete change of character. They cease 
to be disposable assets, and they inure for the benefit 
of all the persons currently having interests in the 
land, instead of belonging to the holders of the 


„claims or to the holders of interests on the basis 
of which the claims were made. The payments to 


be made in respect of past transactions are estimated 
to amount to some {30 million, largely paid to 
persons who have already paid development charge. 
or recoverable from public authorities who have 
bought land at existing use value. No estimate is 
given of the probable cost of the provisions to make 
payments on account of planning restrictions. The 
Bill is extremely complicated, as, considering the 
amount of unscrambling it involves, is not surprising. 


Advertising in 1953 


Advertising expenditure on space in the Press seems 
to have been remarkably little affected by trade 
fluctuations since the war. The amount of paper 
available for the various media rather than the size 
of advertising appropriations after they have been 
scrutinized in the boardroom seems to have been the 
main determinant of how much money is spent and 
the manner in which it is used. 

Last year, outlay by advertisers on Press publicity 
reached the record figure of {£59°6 million ~ an 
increase of 25 per cent on the year. All types of 
media benefited from the increase, notably the 


‘provincial dailies and the provincial and suburban 
-weeklies. 
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FINANCE AND COMMERCE 


The season of big company dividends is finding stock- 
markets in rather unresponsive mood. The 1953-54 
War Bonds repayment has strengthened the gilt- 
edged market but equities have been uncertain and 
tending easier. 


Rhodesian Transport 


The accounts of Thatcher Hobson & Co Ltd, which 
we reprint this week by the courtesy of Mr H. Berry, 
secretary and chief accountant, reflect what, in effect, 
is a marriage between State ownership and business 
enterprise. The company is a private concern provid- 
ing transport service in Northern Rhodesia. The 
Government took it over in 1952 because, having made 
a loss in 1951, the company was unable to obtain 
capital required to modernize the fleet etc. on accept- 
able terms to the Government. Having saved the 
business from voluntary liquidation, however, the 
Government left it to operate as a normal commercial 
company, nominating board representatives but 
leaving management undisturbed and accepting 
responsibility for capital needs, subject to Legislative 
Council approval. 

The investment of nearly £500,000 has turned 
loss to profit. ‘It remains’, states Mr H. St L. Grenfell, 
the chairman, ‘for the new Territorial Legislature to 
be elected early in 1954, to decide whether the 
Northern Rhodesia Government is to continue to 
find the further capital the company requires or 
would rather, while retaining a substantial interest 
with board representation, pass this responsibility to 
a financial group operating road transport concerns 
in many parts of the world. 

“Whatever policy may be adopted,’ he continues, 
‘I commend the decision to operate this publicly- 
owned company as a commercial concern.’ Emphasiz- 
ing that the board has enjoyed complete. freedom of 
action within the limits imposed by the finance, he 
adds, “The company’s senior executives joined it 
because they wished to get away from nationalized 
services elsewhere’. ' 

Mr Berry pays tribute to the company’s auditors, 
Geo. Mackenzie & Co, Chartered Accountants (Ga) 
for their co-operation in the publication of the ac- 
counts of a business spread over a very wide area in 
seven weeks from the close of the period. 


With YOUR Money 


Congratulations to the Hertfordshire County Council 
and to Mr R. S. McDougall, the County Treasurer, 
on the publication of With YOUR Money and why 
the council spends it. This is a 9} by 7 in, 50-page 
booklet on quality glazed paper, priced at 1s, and, 
carrying fourteen pages of advertisements of ale, 
banking, cars, Comets, insurance, etc., gives evidence 
of a sound business mind in the county headquarters. 
The booklet has been published this year as an | 
alternative to the usual practice of publishing a bulky 


i e"? 


printed abstract of accounts. It accords with the 
feeling that has been growing in our own mind lately 
that, however well the abstract is prepared, it fails to 
ring much more than a faint bell with people who 
take their facts of life from the illustrated weeklies. 

With. YOUR Money is mainly descriptive and 
pictorial. Graphs, statistics and tables take second 
place. It admits that no one likes paying rates, but 
maintains that this is because the ratepayer, while 
emptying his pockets complacently for cigarettes, 
television, etc., does not realize- that his rates bring 
the amenities of civilization. Hertfordshire spends 
his money economically. Outside authorities, such as 
the Press and a Parliamentary committee are quoted 
in support. ; 

The various county services come under_review, 
with just enough in the way of figures to convince 
the ratepayer ~ if he ever will be convinced — that be 
is getting good value for money. 


Cheques Outstanding f 


The statement by Mr F. Smith, F.c.a., who joined 
the board of Norfolk Hotel (Hove) Ltd since the 1953 


THATCHER HOBSON AND COMPANY LIMITED 
Results of Operations for Year ended September 30th, [953 > 





emgeet emm 











1953 











(952 
£ £ 

Traffic Revenue 436,862 321,572 
Sundry Revenue 25,997 | 14,217 
462,859 335,789 

Costs 

Vehicle running .. 163,405 106,91 
Vehicle maintenance 107,647 
Depot operation .. 68,758 
Administrative expenses 25,428 
Depreciation — Vehicles .. 62,252 
Other assets 6,076 
427,299 | 377,073 _ 
Operating Surplusjloss .. £35,560 £41,284 
l £ £ 

Directors’ fees and expenses 882 4,483 
Audit fees and expenses 1,672 2,423 
Loan interest i 16,690 4,139 
Bank interest 66] 8,524 
19,905 19,569 


Net Operating Profit/Loss £15,655 £60,853 


tescht, 





£ É 
Profit on fand sales See 18,996 2,616 
Provisions no longer required — 4,735 
Net Profit/Loss before allocations £34,651 £53,502 
Allocation: £ É 
Future vehicle maintenance 10,000 2,090 
Profit/Loss unappropriated £24,651 £55,502 





To the Shareholders, 
Thatcher Hobson & Company Limited 


We report to the best of our knowledge and belieft and on information 
supplied to us, the above Account reflects a true statement of the Profit and 
Loss for the year ended September 30th, 1953. 


GEO. MACKENZIE & CO, 
Chartered Accountants (S.A. A, 
Auditors. 


Charter House, 
Lusaka, N. Rhodesia. 
December 9th, 1953. 
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annual meeting, should prompt accountants to run 
over in their minds the principles of the audit of cash 
transactions. ‘We ascertained’, he says, ‘that there 
were outstanding six post-dated cheques for {£1,000 
each to the order of a former director. The company’s 
auditors were not aware of this fact, and no reference 
was made to this contingent liability in last year’s 
accounts. It would appear’, he says, ‘that these cheques 
were issued in respect of a personal liability.’ Steps 
for the recovery of .the cheques were instituted 
through solicitors, says Mr Smith, and the cheques 
were duly returned and cancelled. 

Mr Smith further refers to a £1,500 balance of a 
loan claimed to be made to the company by a former 
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director. Counsel has advised that a demand for 
repayment should be repudiated and the company is 


defending an action for recovery. Counsel has also 


advised that an action for damages should be insti- 
tuted against certain former directors owing to the 
nature of the negotiations for the lease under which 
the company holds certain properties. 


Money Market 
Treasury Bill applications totalled a record 
£,400,765,000 on February 26th and at the main- 
tained bid the market obtained 46 per cent of 
requirements. The average rate was £2 1s 3.37d per 
cent. This week’s offer is £270 million. 





THATCHER HOBSON AND COMPANY LIMITED 
Balance Sheet at September 30th, 1953 






















Net Book Additions Disposals and Net Book 
Value At Cost in Accumulated Value 
[ 1952 1953 Depreciation 1953 
£ ‘ £ £ £ 
Fixed Assets 
78,49! Passenger Vehicles.. IS e 163,436 150,859 199,558 
N 66,399 Freight Vehicles ‘ A 136,955 80,072 113,108 
y 7,6 Trallers T sa ; 4 18,372 10,801 15,551 
7,416 Other Vehicles... Sa we i eg 14,207 1,362 3,735 
58,679 Depots, Workshops and Offices Ga Not known 45,722 93,900 
$0,974 Staff Quarters e Ga Get ; e Not known 42,374 128,773 
8;242 Plant, Tools and Garage Equipment i S ve 15,476 4,721 11,441 
5,819 Office Furniture and Equipment é 2 ix 9,592 1,754 6,596 
323,620 £337,665 562,662 
Current Assets 
59,314 Trade Debtors less provisions Ga è š : À ase 54,621 
91,001 Stock and work in progress at cost ; ; d sa e 71,975 
2,628 Deposits and prepayments ex é e . DN 4,552 
28,797 Cash at bank and in hand .. 3 z : ‘ 21,927 
181,740 153,075 
Deduct Current Liabilitie 
36,315 Trade Creditors .. DÉI on i . e. 29,208 
+» 15,735 Other Accrued Expenses : ‘ i 8,383 
1,179 Loan Interest payable e sa Pe ea . K ‘i 10,896 
60,515 Bank Overdraft (secured by Equitable Mortgage) K ee er — 
3,044 Staff Savings Scheme balances oa Ri é 4,027 
116,788 52,514 
64,952 TOTAL NET CURRENT ASSETS Ve ge Ss ae eg e och 100,561 
388,572 Total Net Assets aa sd Se be Sg 663,223 
£ Share Capital Authorized Issued 
141,193 Ordinary Shares of £1 each z D be £600,000 £586,193 
22,201 Less Accumulated loss to September 30th, 1952 ` £77,703 
55,502 From which deduct the 1953 unappropriated profit 24,653 
77,703 ` l 53,052 
63,490 TOTAL SHAREHOLDERS FUNDS 533,141 
Loan Capital 
205,000 Northern Rhodesia Government 5 per cent unsecured loan .. 3 i — 
115,882 British South Africa Company 5 per cent unsecured loan S e 115,882 
Provisions 
2,000 Future Vehicle Maintenance ve sa Se or 10,000 
2,200 Insurance Claim e? Se Zei ae a Sie Sue i ai sä E wa are 4,200 
£388,572 Total Capital Funds and Provisions £663,223 


To the Shareholders, 
Thatcher Hobson & Company Limited 








H. ST L. GRENFELL 
A. j}. AUSTIN 


H. BERRY, Secretary 


\ Directors 


We report that we have examined the Books, Vouchers and Accounts of Thatcher Hobson & Co Ltd for the year ended September 30th, 1953. We 
eport that proper books and records have been kept and we have obtained all the information and explanations we have required. We have satisfied 
ourselves as to the existence of the securities. We further report that in our opinion the above Balance Sheet is properly drawn up so as to exhibit a true 
ind correct view of the state of the Company’s affairs according to the best of our knowledge and the explanations given to us and as shown by the books 


of the Company as at September 30th, 1953. 


charter House, 
Lusaka, N. Rhodesia. 
December 9th, 1953. 


GEO. MACKENZIE & CO, gë 
Chartered Accountants (GG A. Auditors. 


KM 
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CORRESPONDENCE 


Letters must be authenticated by the name and address of the writer, not necessarily for publication. 
The Editor does not necessarily agree with, or hold himself responsible for, the opinions expressed. 


Depreciation of Gravel Pits 


Sir, — My attention has been drawn to the letter in 
The Accountant of January 30th, from a correspon- 
dent signing himself ‘Sandy’, on the question of the 
tax position of gravel producers working their own 
land. 

Although when land is worked for gravel produc- 
tion on a royalty basis, the royalty payments are 
allowed for tax purposes, your correspondent is 
correct in stating that when the land is purchased, 
the difference between the purchase price and the 
price which the land can command after gravel has 
been extracted, is not allowed in computing tax. 

This Association has for some time past been 
pressing for an alteration of the law covering this 
position, and submitted in.November 1951 a memor- 
andum to the Royal Commission on the Taxation of 
Profits and Income, setting out the case for an 
allowance for depletion of minerals. In an effort to 
hasten matters, an approach was also made in 
October last to the Chancellor of the Exchequer, 
asking whether it would be possible for the Royal 
Commission to make an interim report on this 
question, but the Chancellor in reply stated that he 
did not think it appropriate for him to ask the 
Commission to do this, since many of the problems 
with which they were concerned reacted on each 
other, and the Commission were in any case required 
to indicate an order of priority among any recom- 
mendations they might make. 

It is of interest to note that in 1951 the Tucker 
Committee on the Taxation of Trading Profits, in 
reference to this particular question, stated in their 
Report (Cmd. 8189, paragraph 234): 

‘It will be sufficient for us to record our view that 
the business profits of a concern of the kind in 
question cannot be properly computed without a 
proper allowance for depletion of minerals.’ 

The Association is still pressing, through Parlia- 
mentary and other channels, for action in this matter, 
but until the present law is altered, there appears to 
be no way in which the value of the mineral content 
of the land can be charged in a company’s accounts 
for tax purposes. 

Yours faithfully, 
C. B. MILLS, 
General Secretary, 
BALLAST, SAND & ALLIED ‘TRADES ASSOCIATION. 
London, WT. 


Quo Vadis? 


Gm, -Mr Clayton quotes National Income and 
Expenditure, 1946-52, produced by the Central 
Statistical Office, as evidence of the ability of statis- 
ticians to compile statements of the national house- 
keeping despite the use in published accounts of an 


t 


accounting method that, in an inflationary period, 
continuously overstates earnings. The excellence of 
the work of the Central Statistical Office, with the 
imperfect tools at its disposal, is generally recognized, 
but the 1953 Blue Book is full of- reservations regard- 
ing the imperfections in the data available. 

In particular, Mr Clayton appears to have over- 
looked the fact that the statisticians, as they candidly 
explain on pages 94 and os, have abandoned their 
earlier attempts to introduce provisions for deprecia- 
tion in the social accounts of the United Kingdom — 
precisely because they recognize that the available 4 
figures are ‘subject to severe limitations’. To quote’ 


the 1953 Blue Book, page 86: 


‘It should also be appreciated that a figure of net 
domestic fixed capital formation obtained by deduct-~ 
ing the figure of depreciation from the figure of 
gross ‘domestic fixed capital formation will bear 
little relation to the value of current additions to the’ 
nation’s stock of fixed assets.’ 


The depreciation allowances shown in Table 21 of 
the 1953 Blue Book relating to company trading 
profits are merely those granted for tax purposes. 

It is true that in the other sphere in which reliable 
data are woefully lacking, the Blue Book continues 
to give figures of stock appreciation; these, however, 
are described on page 98 as ‘highly tentative’. 

Thus the notes to the tables illustrate the need for 
more accurate data and should destroy all com- 
placency. 

Finally, Mr Clayton’s comments on the figu ure 
derived from the 1953 Blue Book beg the whole 
question at issue, since they compare expenditure 
with a gross domestic product arrived at before. 
providing for depreciation. We shall be able to see 
where we are going only when we have reliable figures , 
for net fixed capital formation and net national 
income. 

Yours faithfully, 


London, SW7. M. E. WHITE. 


Recommendation XV, Replacement Cost, 
and ‘Quo Vadis’? 
SIR, — ‘Recommendation XV’? past tense! ~ ‘Replace- 
ment Cost’? present tense!—‘Quo Vadis’? future 
tense! — How very apt these titles are to the present 
dynamic period of transition. 

This debate, however, has been proceeding for at 
least ten years, and we have now reached the stage 
where — if we are unable to get into step and lead the 
business world into a clearer understanding of the 
economic consequences of its activities — we shall be 
relegated to haltingly following on behind. Business 
management has been compelled by force of cir- 
cumstances to recognize that all is not well with 
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conventionally reported profits. To say that all we can 
do is to warn them of something they already know, 
but.on no account allow them to charge against profits 
adjustments of historically recorded values to more 
realistic values, is futile, and merely leaves us 
anchored to the shifting sands of historic cost. It is 
surely preferable to venture out even into uncharted 
seas, than remain at moorings undermined by world 
currents. . 
. Itis an accountant’s job faithfully to record business 
transactions, and for that purpose the conventional 
recording of historic costs is adequate. But that is 
merely the beginning. As accountants, we are res- 
ponsible for truly reporting the profits and losses 
of business concerns, and yet we continue to report 
as revenue profits or losses, figures we know must 
, include, to some degree, capital profits and losses, 
kthe extent of which our historical recordings cannot 
measure. It would seem that the only people who 
accept and use our reported revenue profits as such 
hare the legal profession and the Inland Revenue. Can 
we blame business people for thinking our accounts 
a drawn up solely to satisfy the law and the Inland 
Revenue? 

Accountants are dependent on business concerns: 
business concerns are dependent on good manage- 
ment: and good management is fundamentally the 


‘optimum use of resources.for optimum satisfaction of _ 


consumer demand’. Maximization of profits (or 
losses) is a distortion of this fundamental basis of 
good business, condoning exploitation of the con- 
“sumer (a term embracing everybody) and inevitably 
leading to repercussions of the boom and slump 
variety. In periods of rising prices, reported profits, 
inflated by concealed and unearned capital gains, 
accentuate the position. 


hy should business management have to adjust 
our reported costs and profit if they want to use them 
for practical business purposes? When a business 
concern is tendering for a contract or fixing a new 
selling price, does it use our historical cost records? 
Of course not! It uses current cost as a basis and, 
if business concerns can ascertain current cost for 
business purposes, is there any valid reason why those 
current costs should not be incorporated in the 
recorded costs for accounting purposes? Consider 
the number of business concerns which, in recent 
years, have found the make-up of their working 
capital completely out of harmony with current 


requirements, mainly because they had relied on 


historic costs. 

When plant and machinery is installed, that is a 
capitalization of the future wages which would have 
had to be paid for the human-labour it replaces. Thus, 
the main element of depreciation, ‘user cost’, is a 
replacement of wages cost. The inference is obvious. 
Increasing machinery prices are equivalent to 
increasing wage rates. It is only being consistent if 
we charge: an increased user cost; ‘but the law does 
not require us to revalue the capital cost. Conse- 
quently, if we are consistent by increasing user cost, 


THE ACCOUNTANT 


261 


f 


but fail to revalue the asset, we are creating a secret 
reserve. | 

It should not be overlooked that a policy of full 
employment connotes incipient inflation. On the 
other hand, recession is appearing in America and we 
cannot escape its repercussions. We can, however, 
agree, even if we cannot legislate, to absorb the price 
fluctuations -as they occur, by adjustment of the 
originally recorded historic cost. If a depression does 
arrive, and we continue to apply Recommendation 
XV, it will be tantamount to saying that, although we 
are aware of the distortion in reported profits, we are 
unable to do anything about it, while helplessly 
watching dwindling profits, still further deflated by 
capital losses we refuse to measure and exclude, drive 
a depression into a slump. 

Yours faithfully, 


London, Wr4. WM. E. SPRUCE. 


Replacement Cost: A Neophyte’s View 


Sir, - A letter recently published in The Accountant 
has given me the courage to write offering your 
readers further ideas on a subject which must still be 
exercising the brains in the profession. After ponder- 
ing over the propoundings of the pundits in the 
profession, I am moved to write as follows. 

No one nowadays disputes the fact that the charge 
for depreciation is an item of cost. Were this charge 
to costs to be increased by providing for depreciation 
on the basis of the higher cost of replacement, the 
tendency would be for selling prices to be increased 
in order to recover the increased cost of the article 
sold. It is obvious, therefore, that such a handling 
of this increase in the cost of depreciation is of a 
decidedly inflationary nature. It is, therefore, in 
itself a contributory’ cause to further inflation, 
thereby aggravating the very cause which gave rise 
to the need for increasing charges for depreciation. 

By charging the higher cost of depreciation result- 
ant from taking replacement cost as a basis for this 
computation and increasing selling prices to take 
care of this increased cost, consumers are virtually 
contributing through their purchases to financing the 
higher cost of replacement of the assets utilized to 
produce the items bought. In this case, the owner of 
the assets will not, either directly or indirectly, have 
provided the wherewithal to maintain the productive 
capacity and efficiency of the assets that call for 
replacement. 

On the other hand, were the increased cost of 
depreciation (arising from taking as a basis the 
replacement cost of the asset) to be provided by an 


‘appropriation of profits it is the owner of the assets 


who will have directly provided the necessary funds 
for this purpose. 

And surely it-is the owner’s responsibility to 
provide the funds necessary to ensure that his busi- 
ness continues as a going concern! 

Yours faithfully, 
RIVER PLATER. 
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Recommendation XV 
and the Elizabethan Age 
Sir, — The economic problems of the present day 


arise not so much from the nature of things as from 
their complexity. Yet the essential factors of the 
system remain much as they were centuries ago, 
however difficult it may be to distinguish one from 
another. It is not, therefore, without avail that we 
may ask, when facing a problem, ‘How would it have 
struck the first Elizabethans?’ 

Would they have agreed with Recommendation 
XV? 

A company of merchants, long before the days of 
joint-stock enterprise, buy a ship, fit it out and send 
it forth to trade in the Indies. It returns after two or 
three years, sadly ‘depreciated’ but still intact. 
The crew are the first to observe that prices have 
risen meanwhile. 

The proceeds of selling the cargo and the ship are 
returned to the members, who have no perpetual 
existence as a company. They discover that they 
have made a handsome profit despite the ‘deprecia- 
tion’ of the ship and other expenditure. 

It is evident that their profit is in no way affected 
by the increased cost of any new ship that they 
themselves or other merchants might decide to send 
on another venture, which may never take place. 
‘Depreciation’ alone is chargeable against profits 
that have been earned. 

Let it be assumed none the less that the merchants 
undertake a new venture. Out of the proceeds, 
among other amounts, the company retains the cost 
of a new ship less the proceeds of the old. Part of the 
amount, known as ‘depreciation’, is entailed by the 
old venture, the remainder by the new. 

What is ‘depreciation’ essentially? — It is a re- 
investment of ‘capital’, however it may be set aside 
and retained. 

Any amount which is entailed by the increased 
cost of a future undertaking is not a reinvestment, 
but an original outlay to be recovered out of future 
prices. It is a ‘reserve’ rather than a ‘provision’. 
Yours faithfully, 


London, W2. J. 5. ROSS. 


The Universities Scheme 


Sir,-I cannot agree with your correspondent, 
Mr A. B. Evans, that the poor response to the above 
scheme is in the main attributable to the ‘time’ 
factor, whereby the ‘accountancy’ graduate is held 
to have no comparable advantage over his colleague 
who reads classics or history. 

It would be an enterprising classicist or historian 
indeed, who -in the twenty-seven months or so 
which lie between the ‘accountancy’ graduate’s 
commencement of continuous office time and the 
sitting of the Final examination — would complete 
his entire accountancy studies. I assume, of course, 
that a fair week’s work in one’s office is called for i in 
addition to time devoted to one’s studies. 
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A certain lukewarm support from many practising 
accountants is evident. The following reasons suggest 
themselves: firstly, a loss of years of valuable ‘junior 
time’; secondly, that the graduate looks for greater 
remuneration; thirdly, that the graduate, very 
mistakenly considering that he ‘knows the lot’ may 
not fit easily into office life and organization. 

Lest such a promising scheme be wasted, it is to 
be desired that the profession may more generally 
appreciate the advantages which lie in qualified 
members possessing the broadening influence, in all 
its aspects, of university life. Over and above this, 
many graduates will agree with me that the assimila- 
tion of basic theory in the less desperately practical 
surroundings of the university is something that the 
best of the many excellent correspondence colleges 
could never equal. The graduate, for his part, must 
thoroughly accept the fact that, upon entering his 
office as a permanent staff member, he faces a con- 
siderable practical leeway vis-a-vis his non-graduate 
colleagues and he must realize that no amount o 
book-learning can compensate for this circumstance. 

It would be of interest to have professional and‘ 
academic views on the scheme. / 

- Yours faithfully, h 
F. J. HAYWARD, 
Sub-Lieutenant (A), R.N.V.R. 


Simplifying the Balance Sheet 


Sir, — In Canada we follow developments of account- 
ing practice in other countries with attention and 
deep respect. | 

Some of our neighbours in the United States have 
introduced during the last few years an explanatory 
form of financial statement which, they claim, ge 
away from technical jargon and clarifies the state- 
ments for the ordinary reader. Needless to say, we 
are delighted if accounts and financial statements can 
be made simpler. 

In order that you may properly assess the extent of 
our debt to those who have introduced this develop- 
ment, I am taking the liberty of submitting a recent 
balance sheet which I have prepared (Exhibit 2- 
after) and, with it, the meaningless technical jumble 
which I would formerly have been satisfied with 
(Exhibit 1 ~ before). 

In the interests of saving space I have omitted the 
footnotes to the new form of statement (Exhibit 2 — 
after). There were no footnotes to the old form. 

Yours faithfully, 


CANADIAN CHARTERED EE 
Montreal, P.Q. 


[We thank our correspondent and we have pleasure ini 
reproducing his exhibits. Some of us can recall the 
bad old times when accounts were produced as in 
Exhibit 1 and there was not in published accounts the 
spirit of helpfulness so clearly displayed by the 
draftsman of Exhibit 2. On second thoughts, however, 
we are doubtful whether our readers will regard 
Exhibit 2 as simpler. — Editor!.] 
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SXHIBIT 2 ~ AFTER 
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WHERE WE STAND AT THE END OF 1953 


Things we have and put to use to enable more people 

to get employment at better wages and consumers in 

general to obtain improved products at lower and 
lower prices 


$ 

Amounts we have deposited with banks and 

have not yet withdrawn, but which must 

be retained to meet the current expenses of 

the business and are therefore not avail- 

able to provide increased wages or pay 
additional dividends ; e 


Amounts which our customers owe to us 
as a result of purchasing our products, 
disregarding some accounts which we 
anticipate may not be collected owing to 
deterioration in the financial position of 
some customers, which could not be for- 

y Seen when credit was extended to them . . 


Supplies of our product, either ready for 
sale or at some stage of manufacture and 
on which we have not counted on any profit 
but against which we have made allowances 
“to cover any price reductions that are in 
effect or seem reasonably likely . 


1,219,604.18 


749,504.12 


Total of those things which we have ready 
to meet the ordinary day-to-day eps 
+ of doing business .. AS 


Amount put into the purchase of land, 
buildings, machinery and equipment 
(which include staff lunchroom, air- 
conditioned staff rest-rooms and two 
softball diamonds) after deducting an 
allowance for what is known as ‘deprecia- 
tion’, a technical term for which we have 
not yet been able to devise a satisfactory 
circumlocution, and which, while it can- 
not be explained in terms comprehensible 
to laymen, is nevertheless a legitimate 
device approved by many respectable 

“accountants and allowed as a deduction 


2,477 997.95 





508,799.65 


~ 


Obligations to others that ‘we must be prepared 
to meet 


Sums which we have yet to reimburse to our 
suppliers for SES? Kee? ae sold to us 
on credit ; 


Various items which R not yet eer 
due but which must be taken into account 
in establishing our financtal position as 
we have already had the benefit of them . 


Amount shown separately to emphasize ihe 
burden on us of the many taxes imposed 
by the complex and discriminatory legisla- 
tion all taxing BEE now tend to 
enact $ S e Sa 


498,377.62 


66,243.36 


156,222.82 


Or in all a total that must be met in the near 
future of Ke 


To which we must add a sum borrowed from 
a class of investors known as ‘bondholders’, 
which gives us the advantage of using 
their money until 1963 in return for us 
paying to them each year what amounts 
to a rental for the use of their money 
calculated at the rate of $5.00 for each 
$100.00 that they have loaned to us 


720,843.80 


500,000.00 


This adds up to a final amount we owe to 

others of Ké SA WW 1,220,843.80 
Equity of the Shareholders which must be 
added in so as to produce a total that 
equals the amounts listed on the other side 
of this statement in accordance with the 
only generally accepted accounting 

principle 


Amounts paid in by the shareholders, includ- 
ing amounts they have to all intents and 
purposes paid in, by foregoing the privilege 











incalculating taxes 881,249.17 of drawing them out — the amounts actually 
. paid in being $1,000, 000.00 and the ac- 
cumulated earnings that have not been 
_ drawn out being $1,138,313.32 -. 2,138,313.32 
-a $3,359,157.12 $3,359,157.12 
EXHIBIT 1 ~ BEFORE 
BALANCE SHEET 
DECEMBER 3IST, 1953 
Assets $ Liabilities $ 
>urrent: Current: 
Cash SN 1,219,604.18 Accounts payable .. 498,377.62 
Accounts receivable, less r Ee for bad _ Accrued liabilities .. 66,243.36 
debts 449,504.12 Provision for income taxes 156,222.82 
Inventories, at the lower of cost or E markei 508,799.65 in 
acne 720,843.80 
2,477,907-95 Long-term: 
“xed: 5 per cent Bonds due 1963 Gë 500,000.00 
Land, buildings, ee and equip: 
- ment, at cost less depreciation .. 881,249.17 1,220,843.80 
Capital and Surplus 
Common shares Ke , $1,000,000.00 


$3,359,157.12 


Earned surplus i 1,138,313.32 





2,138,313.32 
$3,359,157:12 


el 
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Section 55 and Non-distribution Relief 


Sir, — In the issue of The Accountant dated February 
2oth, 1954, on pages 209 and 210 appears a letter 
under the heading ‘Section 55 and Non-distribution 
Relief’, upon which your comment indicates that in 
general there are no grounds in law for any deduction. 

That may or may not be so, and in my view it is 
open to doubt, but the real reason for my writing is 
to say how unfortunate it is that you should have 
commented at all if your remarks were to be confined 
to so limited an approach to the subject. 

In my experience the Estate Duty Office allow 
without much discussion a deduction of approxi- 
ately 10 per cent of the total non-distribution relief, 
- which hardly seems compatible with an entire absence 
of legal grounds for any deduction; in no case with 
which I have dealt has the Duffy case been quoted by 
the Estate Duty Office. 

Within my personal knowledge claims for a 
deduction of the major part, if not the whole, of the 
non-distribution relief are being pursued in several 
Section 55 cases, and in one of these counsel’s 
opinion has been taken and is to the effect that the 
whole amount should be allowed. 
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It is thus clear that the matter is at least debatable, 
even on purely legal grounds, and your brief comment 
based solely on a case which is not strictly in point 
affords little encouragement to the profession to 
pursue the fight for recognition of a factor which has 
a considerable practical bearing on the value of a 
business for Section 55 purposes. 

Yours faithfully, 
Manchester, 2. R. L. STEPHENS. 


The Accountants’ Christian Fellowship 


SIR, — I would like to draw the attention of your 
readers to a meeting arranged by my committee to, 
consider a draft constitution and rules for this | 
Fellowship. 

This meeting will take place on Monday, March 
15th, in the Oak Hall of The Institute of Chartered. 
Accountants in England and Wales, Moorgate Place, 
EC2, at 6 p.m., and will be followed by an address 
by the Rev. Stephan Hopkinson, Vicar of St Mary 
Woolnoth. Yours faithfully, O 

BRUCE JONES, Hon. Secretary, 
THE ACCOUNTANTS’ CHRISTIAN FELLOWSHIP. 
Wembley Park, Middlesex. / 


[ 
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CURRENT LAW 


Estate Duty: Valuation of Annuity 

In Westminster Bank Ltd and Another v. CLR. 
(Law Times, January 29th, 1954), Harman, J., had 
to decide what allowance under Section 7 (1) of the 
Finance Act, 1894, should be made for the burden 
of an annuity in calculating the value of a deceased’s 
estate for estate duty purposes. 

The learned judge held that the annuity represented 
a liability of the sum required to procure the best 
security obtainable, 1.e., the cost at the date of death 
of the deceased of an annuity from the National 
Debt Commissioners based on the Government tables 
(Re Castle, (1916), W.N: 195 applied). 


Charitable Trusts: Bequest for Commercial 
Education 


A testatrix left her residuary estate upon trust ‘for 

the promotion and furtherance of commercial 

education’ and provided that the 
‘persons eligible as beneficiaries under the fund 
shall be persons of either sex who are British born 
subjects and who are desirous of educating themselves 
or obtaining tuition for a higher commercial career 
but whose means are insufficient or will not allow 
of their obtaining such education or tuition at their 
own expense’. 

But she declared it to be her wish that the trustees 

in selecting should give preference to employees of a 

company which was her family concern, the total 

income to be applied for the benefit of these preferred 

beneficiaries not to be more than 75 per cent of the 

whole. ` 

Upjohn, J., held that this was not primarilyga 


trust for the preferred beneficiaries, but for the 
wider class indicated and he declared the trust valid 
accordingly (re Koettgen’s Will Trusts; Westminster 
Bank Ltd v. Family Welfare Association Trustees Ltd 
and Others, (Solicitors’ Journal, January 30th, 1954)). 


Conflict of Laws 


In the issue of September rath, 1953 The Accountan 
reported briefly the decision of Wilmer, J.,4 
The ‘Assunzione’. ‘This was a case in which a charter, 
party in English was made in Paris between French 
charterers and Italian shipowners. The ship was 
Italian but the bills of lading were in French, in 
French form and issued in France. The cargo was 
to be carried from a French port to an Italian port 
and freight was to be paid in Italy in lire. 

The charterers contended that the contract was 
governed by French law but the shipowners argued 
that Italian law was applicable. 

The Court of Appeal confirmed the decision of the 
lower Court in favour of the Italian view. All the 
surrounding facts and circumstances had to be looked 
at to ascertain what just and reasonable persons 
ought to have intended, taking into account the 
convenience of the parties and the efficacy of the 
contract (Law Times, February sth, 1954). | 


Voluntary Winding-up: Fraud 


A liquidator submitted under Section 334 (2) of the 
Companies Act, 1948, a report as a result of which 
the official receiver (appointed under Section 433 (3)) 
presented a further report, suggesting that a director 
of a company in voluntary liquidation had been 
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suilty of fraud and applying for an order for the 
sublic examination of the director. This was dismissed 
»y,the Court of Appeal on the ground that the 
ipplication was misconceived. 

The liquidator then made application, as the result 
of a suggestion made by the Master of the Rolls, 
inder Section 307 (1); but the registrar declined to 
nake the order. | 

On appeal, Wynn-Parry, J., held that a ‘further 
‘eport’ was only necessary in the case of a compulsory 
vinding-up. The fact that there would be no ‘further 
port’ in a voluntary winding-up (within Sections 
236 (2) and (ol and 270 (1)) did not entail that the 
order applied for could not be made, providing that 
he report on which the application was based had 
xeen considered by the judge personally (re Campbell 
poverings Ltd (No 2)), (Law Times, January 2gth, 
954). : 


Negligence: Contracting -out 


'n James Archdale © Co Ltd v. Comservices Ltd 
Law Times, January 29th, 1954), the Court of Appeal 
ound for the defendants in an action by the plaintiffs 
i a contract for the redecoration of the plaintiffs’ 
yremises by the defendants. 

The contract for the work provided (in clause 14 
b) that the contractor should insure against any loss 
n respect of injury to property 

‘and provided always that the same is due to any 

negligence ...of the contractor ...and subject also 

as regards loss or damage by fire to the provisions 

contained in clause 15...’ 

-lause 15 (b) provided that the existing structure 
‘tc. should be at the sole risk of the employer (the 
ylaintiffs) in respect of damage by fire and that they 
ould insure accordingly. 
ing to the negligence of the defendants’ servants 
he building was damaged by fire. 

The Court refused to accept the contention that 
‘eneral words in an exception clause do not ordinarily 
xcept the party seeking to rely on the exception from 
ability for his own negligence or that of his servants. 
Chis was merely a rule of construction, not applicable 
vhere, as here, the intention of the parties was 
learly expressed. Clause 14 (b) should be read 
subject to clause 15 (b). 


| _ Forfeiture in Will 


A testator directed his trustees to pay the income 
£ his residuary estate to his three grandchildren 
ind thereafter to their children who should survive 
hem, any life-interest to cease if the tenant should 
come of unsound mind or bankrupt or should 
ssign or charge his interest; and after any such 
esser the income should be paid in the trustee’s 
‘omplete discretion for the benefit of the life-tenant 
nd his wife and children. The will gave no express 
wer of advancement and the question arose 
vhether the powers given by Section 32 (1) of the 
rustee Act, 1925, applied. 

Upjohn, J., found that the will did not contain an 
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expression of a clear ‘contrary intention’ within the 


meaning of Section 69 (2) and thus Section 32 (1) 


applied. Moveover, the draftsman of the will must be 
deemed to have had the statutory power in mind and 
could not have intended to work a forfeiture; thus the 
life-tenant’s consent to an advancement of a great- 
grandchild would not cause a forfeiture. (Re Rees’ 


Will Trusts, Lloyds Bank Ltd v. Rees and Others 


(Law Times, December 24th, 1953).) 


Bankruptcy: Security 


W. was the assignee of a lease for 21 years. His 
account at his bank was guaranteed by T. and as 
security, W. deposited with T. the lease, the assign- 
ment and an undertaking to execute a legal charge. 
T. later paid {300 to W.’s bank. Subsequently, W. 
was adjudicated bankrupt and the landlord claimed 
possession on the ground of breach of contract. 

Harman, J., admitted T.’s application for relief 
from the forfeiture claimed. While he had no vested 
interest in the property, he was a person having an 
agreement for an under-lease within the Law of 
Property Act, 1925, Section 146 (5) (d) and was 
entitled to an under-lease by virtue of his payment of 
£300 (Re Good’s Lease. Good v. Trustee of the Property 
of Wood, a Bankrupt) (Law Times, February sth, 


1954.) 
Sale of Goods - Breach ~ Re-sale 


The Court of Appeal in Campbell Mostyn (Provisions) 
Lid o Barnett (The Times, February roth, 1954), 
decided in favour of sellers in an action against 
buyers for damages for breach notwithstanding that 
the sellers had sold elsewhere and at a higher figure 
than that agreed with the defendant., 

The Court stated that Section 50 of the Sale of 
Goods Act, 1953, provided that a seller could 
maintain an action for damages for breach, where 
the buyer had wrongfully refused to accept goods 
and pay for them. The sellers had later sold elsewhere 
at a higher price; if they had sold at a loss they could 
not have made the defaulting buyer liable for any 
loss resulting from a fall in the market price and he 
was not liable to have the damages reduced if the 
price rose (Jamal o Moola Dawood Sons © Co 
[1916] t A.C. r75 applied). 


Insurance: Conflict of Laws 


An English insurance company in 1929 constituted 
M. Ltd, its agents in Palestine under a wide power 


‘of attorney. In 1947, M. Ltd bound the English 


company to indemnify the plaintiffs in Fouad Bishara 
Jabbour and Another v. Custodian of Absentee Property 
of the State of Israel (Law Times, January 15th, 1954) 
in respect of fire or riot damage to a garage in the 
sum of {P6,o00. In 1948 the premises were blown 


up. In 1948, Israeli emergency regulations vested ` 


in the Custodian of Absentee Property, property of 
owners who had left the country. The plaintiffs had 
some time previously left Israel for Egypt. 

`The Y. company admitted liability, but main- 
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tained that the right to the sum due to the plaintiffs 
had vested in the Custodian of Absentee Property of 
the State of Israel. On the plaintiffs issuing a writ, 
the Y. company interpleaded, paying the money into 
court. 

Pearson, J., held that the claim was for unliqui- 
dated damages, recoverable where the Y. company 
resided, that the Y. company resided in Israel (inter 
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alia) as the Haifa agency had full authority to act 
on their behalf; that the amount of the policy was 
recoverable in Palestine and that, therefore, the title 
to the proceeds of the policy was in the Custodiar 
of Absentee Property. The proper law of the contract 
was that of the mandated territory in Palestine ug 
to the termination of the mandate and thereafter the 
law of Israel. 


REVIEWS 


A Textbook of Economics 
by J. L. Hanson, M.A., M.Ed., Ph.D. 
(Macdonald & Evans Ltd, London. 18s 6d net) 


A comprehensive text-book of 600 pages for the- 


serious student. The introductory chapters tend to 
become epigrammatic in endeavouring to cover all 
the ground of basic economic theory within too small 
a space, and some of the definitions suffer in conse- 
quence from over-simplification. 

It is refreshing, however, to take up a text-book 
on this subject and find old problems related to 
modern times and illustrated with post-war examples 
-even as late as 1952, to take at random from the 
chapter on the retail price index. On the other hand, 
it is disappointing to find that other chapters have 
not been similarly treated; more lessons on trade 
cycles and inflation could surely have been drawn 
from post-war experience in this and other countries. 

The explanation of the effect of government 
spending on inflation is not convincing: it is doubtful, 
for instance, whether the statement could be sus- 
tained that expenditure covered by borrowing from 
private sources does not contribute to inflation. 

There is little information on the liaison between 
the Bank of England and the Treasury, particularly 
since 1946, in influencing the money market and 
effecting government monetary and financial policy, 
and the influence of the bank rate, only recently 
revived, is over-emphasized as it so often appears 
to be ın text-books. 

It is a pity to miss the opportunity — which now 
exists after a number of years’ experience of exchange 
control — of relating this subject to others such as 
Gresham’s Law (now in an age of inconvertible 
bank-notes and token coinage almost purely academic), 
and the purchasing power parity theory, for it is 
only within a legal framework that economic laws 
can operate logically and economic theory be tested. 


Statistics for the Cost Accountant 
by J. A. Reece, B.Sc.(Econ.), F.C.W.A. 
(Published by the Institute of Cost and Works 


Accountants, Sole distributors: Gee & Co (Publishers) 
Ltd, London. 5s post free.) 


This is the first of a new series of publications to be 
issued by the Institute of Cost and Works Account- 
ants. It is an excellent little book, written in simple 


t 
DH 


terms which can be understood by a non-specialist 
It should stimulate interest in the application o: 
statistics in management accountancy and poin 
the way to further reading. The techniques describeg 
are elementary and could be put into practice with. 
out the aid of an expert. The writer does not clain 
to cover the more advanced statistical methods, bu 
should the reader be tempted to explore further, h 
will start from a sound foundation. 

Statistics are treated as the ‘tool’ of gege 
and particular emphasis is laid on the constructiyi 
action which can follow from statistical analysis 
At the same time, a warning is given against ar 
exaggerated view of the potentialities of statistics. 

The author explains the nature and purpose of th 
statistical approach, and then outlines the thre 
aspects of statistics: collecting information at source 
critical use of published information; and statistica 
theory. Two applications given are the representatioj 
of a group of figures by a single index and the trea 
ment of errors which are inherent in any recorded data 

The author describes specific techniques, includin 
time series, averages and dispersion, index number. 
economic statistics and statistical control. The is 
of statistical method in business forecasting, includin 
use of sampling methods in market research, are als 
discussed, and the author points out the value 
curve fitting and correlation in the production 
standard costs. 










Auditing Procedures 


by H. C. Dell, B.Com., M.A., E.C.A., and | 
J. R. M. Wilson, B.A., F.C.A. 


(The Canadian Institute of Chartered Accountant: 
Ontario. $1.25 paper bound; $2 cloth bound.) 


Designed for the use of students, this book begins b 
stating the broad principles of book-keeping, account 
ing and auditing. It then considers in succession th 
auditing of cash and banking transactions, of cred: 
and other transactions, and of the balance sheet ani 
profit and loss statement. It next reviews the eessen 
aspects of internal control. Finally, a brief concludin 
chapter emphasizes the golden rule that in auditin, 
practical experience is the best teacher. 

Messrs Dell and Wilson have compiled a practic: 
and helpful introduction to a subject which is near] 
always difficult for the beginner, and students in thi 
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country, with some experience of auditing behind 
them, will find it instructive to make comparisons 
between the Canadian procedures described and those 
already familiar to them. 


SHORTER NOTICE 
THE FOREIGN EXCHANGE REGULATION Acr, by S. R. 
Vakil, B.A., LL.B. (N. M. Tripathi Ltd,’ Bombay. 
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10s.) The Indian Exchange Control Acts and Regula- 
tions annotated. It is unfortunate that much useful 
information which might have been readable as a 
text-book has been produced in the form of notes 
to the text of the Acts and Regulations. As a conse- 
quence, although clear and useful to the practitioner, 
the book will not be easily mastered by the student 
or layman. 


NEW LEGISLATION 


All new Acts will be noted in this column, together with those Statutory Instruments which are 

of interest to the profession. The date given indicates when an Act received the Royal Assent 

or when a Statutory Instrument becomes effective. Copies of either may be obtained through 
Gee & Co (Publishers) Ltd, 27-28 Basinghall Street, London, EC 2. 


STATUTES 
(2 & 3 Eliz. 2) 


Chapter 10: Navy, Army and Air Force 
Reserves Act, 1954 


An Act to make further provision for the liability to be 
‘ecalled to service of certain persons who have served 
nthe armed forces of the Crown and for purposes 
sonnected with the matter aforesaid. 


Price 6d net. February roth, 1954. 


Chapter 11: Licensing (Seamen’s Canteens) 
Act, 1954 


An Act to make provision for the sale of intoxicating 
liquor in seamen’s canteens, and to revoke Regulation 
50AA of the Defence (General) Regulations, 1939; and 
or purposes connected with the matters aforesaid. 


Price 6d net. February roth, 1954. 
. Chapter'12: Currency and Bank Notes Act, 


ee 1954 


in Act to amend the law with respect to the issue and 
ecall of bank notes by the Bank of England. 


ice 3d net. February roth, 1954. 


Chapter 13: Local Government (Financial 
Provisions) (Scotland) Act, 1954 


in Act to make provision with respect to the payment 
f Exchequer Grants to local authorities in Scotland in 
eu of the grants payable to such authorities under 
art II of the Local Government Act, 1948; with respect 
> the apportionment of the expenditure of county 
ouncils among burghs and landward areas, of the 
xpenses of joint committees and other joint bodies 
mong their constituent authorities, and of the pay- 
nents made under Part V of the said Act of 1948, 
or the benefit of local authorities in Scotland by the 
sritish Transport Commission, the British Electricity 
\uthority and the North of Scotland Hydro-Electric 
3oard among those local authorities; and for purposes 
lonnected with the matters aforesaid. 


ice Gd net. February roth, 1954. 


Chapter 14: National Museum of Antiquities 
of Scotland Act, 1954 


Act to provide for the establishment of a Board to 
anage the National Museum of Antiquities of 


Scotland and to amend the provisions of the National 
Galleries of Scotland Act, 1906, relating to the con- 
stitution of the Board constituted thereunder. 


Price 4d net. February 10th, 1954. 


STATUTORY INSTRUMENTS 


The Double Taxation Relief (Taxes on KEEN 
(Greece) Order, 1954 


- (S.I. 1954 No. 142) 


Under the Convention with Greece which is scheduled 
to this Order certain classes of income derived from 
one country by a resident of the other country are 
(subject to certain conditions) to be exempt from tax 
in the former country. These classes are shipping and 
gir transport profits, certain trading profits not arising 
through a permanent establishment, patent and 
copyright royalties, interest, pensions other than 
Government pensions, purchased annuities and earnings 
of temporary business visitors. Government salaries 
and pensions are normally to be taxed by the paying 
Government only. Remuneration of visiting professors 
and teachers is to be exempt in the country visited. 

< Residents of Greece are to be entitled to the same 
personal allowances as British subjects resident 
abroad and corresponding arrangements are to be 
extended by Greece to residents of the United 
Kingdom. 

Where income continues to be taxable in both 
countries, relief from double taxation is to be given 
by the country of the taxpayer’s residence by reference 
to the tax payable in the country of origin of the income. 

Provision is included for the exchange of information 
between the taxation authorities of the two countries. 

The Convention is to take effect for the fiscal year 
1952-53. 

Price 6d net. 


The Companies (Winding-up) (Amendment) 
Rules, 1954 


(S.1. 1954 No.162 (L. 2)) 


These Rules replace the provisions of the Companies 
(Winding-up) Rules, 1949, relating to shorthand notes, 
and provide for an increase of 25 per cent in the fees 
payable to shorthand writers in respect of work done 
after December 15th, 1953. 


Price 2d net. February 22nd, 1954 
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NOTES AND NOTICES © 


Personal 


Messrs E. A. SHock & Co, Chartered Accountants, 
of 67-68 Jermyn Street, SW1, announce with regret 
the death, on January 30th, of the senior partner, 
Mr E. A. Smock, F.a.c.c.a. The practice will be 
carried on by the remaining partners, Mr J. W. 
SHOCK, M.A., A.C.A and Mr J. A. WELLS, F.c.A. 

The partners of SPAIN BROTHERS & Co, Chartered 
Accountants, and associate firms, regret to announce 
the death, on February 8th, 1954, of their senior 
partner, Mr KENNETH CHARLES Fox, ¥.c.a. Mr Fox 
was aged 77 years and was admitted as an associate of 
the Institute in 1901. He became a partner in SPAIN 
BROTHERS & Co in 1911 and was active in the profes- 
sion until shortly before his death. He was for many 
years in practice in the City of London, where he had 
many connections and was a past Upper Bailiff of the 
Worshipful Company of Weavers. 

Messrs KEENS, SHAY, KEENS & Co, of Bilbao 
House, New Broad Street, London, EC2, and 
branches, announce that Mr R. T. WRIEDEN, A.S.A.A., 
has been admitted to partnership with effect from 
March "et, 1954. Mr WRIEDEN has been associated 
with the firm for many years. 

The associated firms of Messrs CARTER, CLAY & 
LINTOTT and Messrs STEVENSON, CHAPMAN & Co, 
announce that Mr P. W. P. KNOWLES, A.C.A., 
has been admitted to partnership as from March 1st, 
1054. Both firms will in future conduct business from 
Manfield House, 376-379 Strand, London, WC2. The 
firm names will remain unchanged. 

Messrs COOPER BROTHERS & Co, and Messrs 
BRANTINGHAM FARMER & Co, announce that from Jan- 
uary Ist, 1954, they have agreed to amalgamate their 
interests in Northern Rhodesia and will practice at 


Kitwe, Lusaka and Ndola under the style and title of ` 


COOPER BROTHERS & Co, and Cooper BROTHERS, 
FARMER & Co. Mr P. BRANTINGHAM has retired from 
` the practice which will be carried on by Mr R. E. 
Farmer, Mr G. E. HEpGMAN, and Mr QO. J. IRWIN 
in Northern Rhodesia, and Mr S. J. Pears, Mr H. A. 
BENSON, C.B.E., and Mr J. F. SHEARER, ong, 
representing the London partners of COOPER 
BrotTHers & Co, 

Messrs Jackson, Downarp & Co, Chartered 
Accountants, announce that they have removed 
their London offices from 32 Buckingham Palace 
Road, SW1, to 56 Ennismore Gardens, Prince’s 
Gate, Knightsbridge, SW7. The address of their 
Sutton office remains the same. 2 


Professional Notes 


Mr F. W. Charles, C.B.E., F.C.A;, a partner in Peat, 
Marwick, Mitchell & Company, has been appointed 
a member of the Committee on Air Pollution. 

Mr S. L. Forwood, F.c.A., a partner in the firm of 
Jackson, Pixley & Co, Chartered Accountants, has 
been appointed a director of Keith Prowse & Co. 


In Parliament 

PROVISIONS FOR RETIREMENT: TAXATION TREATMENT 
Mr Stevens asked the Chancellor of the Exchequer 
if he will make a statement with regard to the 
Report of the Committee on the Taxation Treatment 
of Provisions for Retirement. | 
Mr JANNER asked the Chancellor of the Exchequer | 
whether he will incorporate the recommendations 
of the Tucker Committee in this year’s Budget and 

subsequent Finance Bill. 
Mr R. A. BUTLER: I regret that I cannot anticipate 
my Budget statement. | 
Hansard, Feb. 23rd, 1954. Written Answers. Col. 154 


| 
The Institute of Chartered Accountants in 
England and Wales 
LIST OF MEMBERS, 1954 bis 
The 1954 year-book—the "Red Book of The' 
Institute of Chartered Accountants in England’ and’ 
Wales has now been published, and contains a full 
alphabetical list of members and their firms, followed. 
by a topographical list. 

The names of members of the Council and of the 
Committees are given, and also details of the 
Benevolent Association, the library and district 
and students’ societies, | 

The total membership of the Institute is shown as 
17,569 ~ an increase of 707 on the figure at December 
Ist, 1952. 

The following summary shows detailed com- 
parison: 
ENGLAND AND WALES 

On Dec. On Dec, 














Ist, 1952 Ist, 1953 Increase 
Fellows in practice -` 3,446 33554 108 
Fellows notin practice .. 412 “ALS 3 -| 
Associates in practice .. 2,987 3,094 107 | 
Associates not in practice 8,266 633 367 
IS,III 15,686 
Nor IN ENGLAND AND WALES 
Fellows in practice 151 165 14 
Fellows not in practice.. 49 54 5 
Associates in practice .. 257 260 3 
Associates not in practice 1,294 1,404 IIO 
1,751 1,883 
Total membership . 16,862 17,569 707 


MEMBERS’ LIBRARY 


A second cumulative supplement to the ‘short list’ o 
books in most frequent use in the library of the 
Institute has now been issued. 

Copies of the supplement, which contains additions 
up to December 1953, will be sent to members by 
the librarian, free and post free, on receipt of ar 
addressed label. Copies of the last edition of the 
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‘short list’, 


published in August 1952, are still 
available. 


Foreign Tax and Trade Briefs 


The Librarian wishes it to be known that a copy of 
Foreign Tax and Trade Briefs, by W. H. Diamond, 
published by the Fallon Law Book Co, New York, is 
available to members for reference in the library. 
This book was reviewed in our issue of April 5th, 
1952; it is in loose-leaf form and will be kept up to 
date. Copies can be obtained through The City 
Library, Gee & Co (Publishers) Ltd, 27-28 Basinghall 
Street, London, EC2, price £12 ros, including the 
first year’s service. 


The Institute of Chartered Accountants in 
Ireland 


The next Intermediate and Final Examinations of 
the Institute of Chartered Accountants in Ireland 
will be held on May 18th, 19th, 2oth and 21st, 1954, 
n Dublin and Belfast. 

Forms of application can be obtained from the 
Secrétary, 7 Fitzwilliam Place, Dublin, and intending 
andidates should send in their applications on or 
before’ Apri Ist, 1954. 


The Institute of Municipal Treasurers 
and Accountants 


The place of finance in public administration’ is the 
ubject of an important week-end conference to be 
eld at Balliol College, Oxford, from Friday to 
unday, March roth to 21st, under the auspices of 
he Institute of Municipal Treasurers and Account- 
ints. 
The conference, which will provide a common 
latform for a high- level discussion of this topical 
nd important subject among the many forms of 
ational and publicly administered services, will be 
resided over by Sir Malcolm Trustram Eve, Bart, 
3B.E., M.C., T.D., Q.C. The -principal speakers 
vill include: Sir Edward Bridges, G.C.B., G.C.V.0., 
“4.c., Permanent Secretary, H.M. Treasury; Sir 
darold Howitt, G.B.E., D.S.0., M.C., D.L., D.C.L., J.P., 

GA. Past President, The Institute of Chartered 

ccountants in England and Wales; Sir James 

ythgoe, c.B.k., formerly Treasurer of the City of 
anchester, Past President, Institute of Municipal 
reasurers and Accountants; Sir Reginald Wilson, 

.COM., C.A., Member of the British Transport 

ommission; Mr J. Latham, C.B.E., A.C.A., Director- 

eneral of Finance, National Coal Board; Mr 

. G. L. Francis, a.c.a., Chief Accountant, British 
roadcasting Corporation. 

About seventy officials are expected to attend the 
jonference, including senior representatives of British 
Cransport Commission; National Coal Board; British 
Jverseas Airways Corporation; British Broadcasting 
Sorporation; British Electricity Authority and Area Boards; 
\rea Gas Boards; National Health Service; Port of London 
Authority; Mersey Docks and Harbour Board; Metropolitan 


Nater Board; New Town Development ’ Corporations; 
zivil Service; ‘Local Government Service. 


KI 
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London and District Society of Chartered 
Accountants 


~ The second lecture in the series on retirement 


benefits, entitled “Taxation of provisions and benefits’, 
by Mr F. Bower, C.B.E., MA, will be given next 
Wednesday, in the Oak Hall of the Institute, at 
6 p.m. 


The Chartered Accountant Students’ Society of 
London 


The following meetings of the London Students’ 
Society will be E during next week: 


Monday, 5.30 p.m.: Lecture on ‘Branch accounts’, by 
Mr B. A. Maynard, M.A., F.C.A., A.C.W.A. Chairman: 
Mr J. F. Shearer, O.B.E., F.C.A. 

Tuesday, 5.30 p.m: Demonstrations of Kenrick and 
Jefferson systems (limited numbers). 

Thursday, 5.30 p.m.: Debate with a team from the Account- 
ing Department of the University of London on the 
motion “That economic planning has ceased to work in 
the best interests of society in this country’. 

Friday, © p.m.: Lunch-time discussion of study problems 
brought by students. 5.25 p.m.: Introductory course 
lectures on (1) “The organization of accounts’; (2) ‘Part- 
nership and company law’. 


Blackpool and Fylde Branch Chartered 
Accountants’ Society ` 

At the fifth annual general meeting of the Blackpool 
and Fylde Branch Chartered Accountants’ Society, 
held at The Palatine Hotel, Blackpool, Mr Ivan G. 
Aspinall, J.P., F.c.A., was elected President of the 
Branch for the year 1954-55, and Mr C. Brooke, 
F.C.A., was elected chairman. Mr J. D. Eckersley, 
A.C.A., Was re-elected hon. secretary and Mr J. 5 
Walker, A.C.A., was reappointed the hon. auditor. 


The Institute of Cost and Works 
Accountants l 


The Chester and North Wales Sub-Branch of The 
Institute of Cost and Works Accountants held a 
dinner and ladies’ evening in Chester, on February 
25th. Mr B. J. Willson, A.c.w.A., Sub-Branch 
Chairman, presided, and the guests included Mr W. E. 
Harrison, F.C.W.A., A.M.LIA., ei seen Designate of 
the Institute, and Mr S. J. D. Berger, M.C., F.C.1.8., 

Director of the Institute. 


Chartered Accountants’ Hockey Club 
DRAW WITH OXFORD UNIVERSITY OCCASIONALS 


‘In perhaps its stiffest test during its five years of 
” hockey, the Institute XI played one of its best games 


to draw with the Occasionals at Richmond, Old 
Deer Park, on February 17th, both sides scoring 
twice. 

The Institute took the offensive at the start with D. G. B. 
Knight and R. D. Cumming commencing an attacking: 
movement on the left wing. The pressure continued with 
C. P. Mahne losing the ball almost in the Occasionals’ goal- 
mouth as the goal-keeper kicked it off the end of his stick. 
The Occasionals then took up the attack and from a deter- 
mined movement down the left wing scored the first goal 
after fifteen SEN of play. The Institute returned to 
attack and D. G. B. Knight just failed to net the ball. 
Shortly after, C. P. Flory flicked the ball from the edge of 
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the penalty circle to graze the goal-post. The whole forward- 
line was well served by J. W. Neill whose well-positioned 
through passes opened up the Occasionals defence time 
and again. The Institute were not able to reduce the 
Occasionals lead in the first half. After the interval, the 
Occasionals took up the attack immediately and bore down 
on the Institute defences manned by P. C. Kay and D. A. 
Tripp who throughout the game gave an excellent demon- 
stration of a defence-in-depth strategy. The defence was 
also assisted considerably by P. J. Boobbyer who at left 
half blunted a very dangerous right-wing attack repeatedly 
and by I. R. Inglis with his accurate anticipation of the 
ball. A second goal was scored by the Occasionals from this 
early burst. l 

The Institute which had played a good team game 
throughout seemed to gain further cohesion from the 
Occasionals’ two goals lead and took up the offensive again. 
From a cross pass to the right wing, S. J. Titcomb took 
the ball into the circle and scored from a lofting shot high 
in the corner of the net. An almost identical movement five 
minutes later, placed S. J. Titcomb with the ball again and 
he scored once more. This unexpected equalizer spurred 
the forwards to greater efforts and the game ended with 
the Institute hard on the attack with S. J. Titcomb and 
C. P. Mahne just failing to score in the last five minutes 
of an excellent game. A return match is to be played at 
Oxford next year. 

The Institute were represented by: J. S. Kinross (Guild- 
ford), P. C. Kay (Captain) (Hampstead), D A. Tripp 
(Surbiton), I. R. Inglis (Richings Park), J. W. Neill 
(Southgate), P. J. Boobbyer (Wimbledon), R. D. Cumming 
(Epsom), P. C. Flory (Wimbledon), C. P. Mahne (Mid- 
Surrey), D. G. B. Knight (Mid-Surrey), S. J. Titcomb 
(Burgess Hill). Umpire: J. B. Mennell. 
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SEVENTY-FIVE YEARS AGO 
From Che Accountant or Marcu 8TH, 1879 


Extract from a leading article 
The Institute of Accountants’ Bill 


We feel sure that all accountants who have the true 
interests of their profession at heart will regret that 
the negotiations which have been going on for some 
weeks past with the view to getting Parliamentary 
recognition and its attendant status—should have 
been attended with such an unsatisfactory result as 
that disclosed by a report published elsewhere of a 
special meeting of the members of the Society of 
Accountants in England. The necessity of a legislative 
enactment, having regard both to the present and 
future interests of accountants, is beyond dispute; 
but to attain this end unity and unanimity are abov 

all things desirable; it is therefore much to be 
deplored that the two’ leading societies should have 
taken up antagonistic positions on the subject. Any 
detailed discussion of the objections raised against the’ 
Bill at this meeting is not necessary for our immediate 
purpose, which is simply to urge in the strongest 
possible terms that the interests of the whole 
profession will be better served by some amicable 
arrangement than by absolute opposition to the 
Bul as, < | 


THE ASSOCIATION OF 
CERTIFIED AND CORPORATE ACCOUNTANTS 


Results of Examinations held in December 1953 | 
| FINAL EXAMINATION ` | 


SECTION I 


Le 


we 


First Place and Prize: Kerr, S. B., Merton Park. 
Second Place: Green, M. E., Chilwell. 
Third Place: Gallagher, K., Templeogue; Howman, L. G. C., Reading; Pope, C., Huyton. 


(in alphabetical order) 


Abbott, B., Kirkby-in-Ashfield. 
Afolabi-Odeku, J. B., Leeds. 
Albrow, J. E., Barking. 

Allen, R, E., Wembley Park. 
Allen, R. W., Earslfield. 
Appleby, D., Middlesbrough. 
Ashfield, R, T., Gorton. 


Burges, A., Leeds. 


Bainbridge, B., Grangetown. 
Bainbridge, R. H., Harton. 
Balistari, A., Burnt Oak. 

Barrett, H., Oxford. 

Batchelor, E. C., Leigh. 

Bayley, G. T, B., Newark. 

Bearne, R. E., Stratton St Margaret. 
Beckett, A. G., Lowestoft. 

Blanche, S., Plumstead. 

Bogdan, A.. London. 

Bonds, D. H., Wandsworth. 

Bosley, R. J., Sketty, Glam. 
Bowden, J. D., Roath, Cardiff. 
Bradman, L, C., Greenford. 
Braithwaite, R. H., Sunbury-on-Thames. 
Brent, A. J., Hampstead. 

Brenton, W. J., Gillingham. 
Bridges, W. J., Forest Hill. 

Brown, G. T., Tiverton. 

Brown, W. L., Kilmarnock. 


H 


Burnett, R., Shoot-up-Hill. 
Button, W. A., Newmarket. 
Byers, A., Westhoughton. 


Campbell, W. M., Dundee. 
Carpenter, J. B., Guildford. 
Carter, C. J., Melksham. 
Chapman, R. J. F., St Albans, 
Ciuksza., H., London. 
Clifford, P. J., Dundalk. 
Coates, K. G., Old Ford. 
Collins, E. G., Prestwich. 
Cooke, P. J., Waterford. 
Coope, A. L, Bloxwich. _ 
Cooper, J. C., Timperley. 
Coombs, W. J., Andover. 


Davidson, R., Chelsea. 
Deeming, R. H., Coleshill. 
Dewell, G. E., Chertsey. 
Dibble, R. H., Ham Green. 
Doherty, L. J., Blyth. 
Dribble, L., Teddington. 


Earle, E. J., Whitton. 
Edmonds, E. A., Barnehurst. 
Elliott, G. H., Waltham. 


Elliott, Miss M. I., Waddon. 
Ellis, F. W. K., Gidea Park. 
Eman-Pepple, B. A., London. 


Fellows, A. E. P., Barnehurst. 
Fitzgerald, E., Splott, Cardiff. 
Ford, A. S., Catford. 

Fowler, F., Clarksfield. ° 
Froud, H. W., London. 


Gell, J. H., Ickenharn. 

Gibbs, R., Beauchief, 

Glennon, S., Garston. 

Gort, C E., Newport, Mon. 

Grant, N. K., Alton, 

Greene, E. P., Drogheda. 
Grimwade, L. F., Southend-on-Sea. 


Hale, D., Wednesbury. 

Hampton, K. F., Wymondham. 
Hampshire, S., Woolton. 

Hancock, G. F. J., Boreham Wood. 
Hands, L. T., Edmonton. 
Harrison, A. D. N., Coventry. 
Harvey, H. J. F., Beckenham. 
Hawkswell, Miss M. E., York, 
Hedge, R. C., Stowmarket, 
Henderson, J. L., Dollar. 
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Hennessy, D. J., Farlington. 
Hicks, M. G., Wisbech. 


Hill, W. A. F High Wycombe. 


Hobbs, E S., London. 
Howard, M., Liverpool. 
Hoskins, J. R., Basingstoke, 
Houston, I. G., Edinburgh. 
Howell, E. R., Mansfield. 
Howell, H., Aldridge. 
Hughes, H. P., Ealing. 
Hunt, A. R., Bexleyheath. 
Hunt, W., Blackburn 
Hutton, J., Burnbank. 


Jones, G. H. E., Nelson, Glam. 


Kay, E. D., Sheffield. 

Kelly, D. O., Hemerdon. 

Kempton, M. J., Alva. 

Kesel, H. M., Finchley. 

Kikla, a IL., Bahrain. 

. F., Epsom. 

RW, Worcester Park. 
R. G. T., Downend. 


ae M. B., Bournville. 
Laver, A. A., Kingsbury. 
Leng, G., Hessle. 

Levy, R., Stoke Newington. 
Flaine J. C., Driffield. 
Linley, W „ Healing. 
Lodwick, E. L., Carmarthen. 
Love, D. M., Hexthorpe. 
Loomes, J., Burnside. 
Loughnane, 


Mahrer, P., Cricklewood. 
Mallender, P., Gainsborough. 
Mallet, G. I, Caterham. 
Mason, W. T., Glasgow. 


S$. W. S., Vauxhall. 
Ludlow, B. M., Clapham Common. 
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Massey, W. J., London. 
Mayes, S. A., Readi ding. 
McCulloch, I. A., Edinburgh. 
McDonald, E. I., ’ Glasgow. 
McDonald, E Edinburgh. 
Miller, J. A R., Hendon. 
Mitchel, W. A., Grangemouth. 
Moffat, J., Penicuik. 

Moseley, M. C., Lozells. 

Mort, J., Runcorn. 


Nicholls, C. G. O., Harlow. 
Nixon, H. G., Newcastle-under-Lyme. 
Norfolk, W. G., Nottingham. 


Oxborrow, G. H., Bromley. 


Parkinson, G, C., South Croydon. 
Pateman, E. , Kingston. 

Pearse, D. East Croydon, 
Pedder, A., Dudley. 

Phillips, W. H., Cwmearn, Mon. 
Pickup, J. K., Rishton. 

Pike, G. A., Prince Rock. 

Plant, R., Raynes Park. 

Potter, R. D., London. 

Price, A. B., Blackpool. 

Proctor, I., Grantham. 

Pudney, F. B., Chard. 


Rattue, J. C., East Sheen. 
Rayner, K. A., Walthamstow. 
Rees, H., Neath, Glam. 

Rees, J. H. , Hornsey. 
Renwart, Miss Y. M., London, 
Roberts, L. M., Great Crosby, 
Roberts, R., Dartford. 

Ross, N. V., Glasgow., 
Routledge, A. L. C., Hanwell. 
Rowe, J. M., Streatham. 
Ryan, P. J., Ballymoe. 


463 Candidates failed. 


FINAL EXAMINATION 


SECTION II 


Saunders, B. P., Frecheville. 
Scotcher, E. J., East Twickenham. 
Scragg, E. E., Ewell, 

Segall, M., Kingsbury. 
Sexton, E., Pocklington. 
Sharp, E., Wembley. 

Shooter, j.G . G., Great Baddow. 
Sissons, J. E., "Leeds. 

Skelton, P., Rotherham. 
Skingley, G. M. L., Rayleigh. 
Smith, H. C., London. 
Southgate, D., Streatham. 
Stevens, P. J., Pinner. 

Stroud, D. F. G., Cambridge. 
Sutter, E. M., London. 

Sykes, H. B., Harrogate. S 
‘Thompson, F., Willington Quay. 
Tomlinson, F. D, Walsall. 
Townsend, L. E., Ethpark Grove. 
Tucker, S. J., Exeter. 

Turner, R. A. vn Sutton-in-Ashfield. 
Turrell, E. R., Southtown. 


Vexter, M. G., London. 
Vincent, J. W., Leicester. 


Wallace, C. P., Nairn. 

Ward, L. R., Ward End. 
Wareing, R., Scunthorpe, 
Warren, R., Liverpool. 

Way, L. F., Westbury-on-Trym. 
Welchman, G. P., Heath, Glam. 
Whisken, R. F., South Woodford. 
Willows, F. H., Tottenham. 
Wood, C. W., Chaddesden. 
Wooden, E. C., Wallington. 
Woodhead, R. S., Ashton-under-Lyne. 


Yardley, G. J., Great Barr. 
Young, G. A., Mosspark. 


First Place and Prize: Hall, A. M. F., Wembley. 
Second Place: Tingley, K. R., Haywards Heath. e 


Third Place: Barklem, W. J., Walthamstow; Trimble, T. W., Runcorn. 


Alford, P. H. N., Welling. 
Anslow, L. L., Edinburgh. 
Archer, F . J., Walsall. 
Arnold, J: E, G., Copnor. 
Ashmore, T. E, Round Oak, 
Atkins, F., Abb Kettleby. 
Aylett, J. H., Muswell Hill. 


Baguley, K., Hale. 

Bailey, B., Waltham Cross. 
Barnett, J., Polefield. 

Barritt, J., St Peter Port. 
3eckwith, R. F., Whitton. 

Zell, W. H., Hebburn. 
dellworthy, "A. S., Frome. 
3enfield, S , Higher Crumpsall, 


(in alphabetical order) 


Bennett, J. V. F., Oxford. 
Benney, D. J., Barton. 
Best, J. E. A., Newcastle upon Tyne. 
Blackburn, W. A., Watford. 
Blairs, J., Chesterton. 
Blinko, S. J. E., Chelsea. 
Box, M. N., Frome. 
Bracey, E. W., Baldock. 
Bradbury, W., Speke. 
Brailey, R. E., Edmonton. 
Brooke, A., Brighouse. 
Brooks, J. B., Beckenham. 
Brundle, R. A. Colton. 
Bryan, S. N., Handsworth. 
Bullock, H. W., Covent 
Bushell, K. C. Broadstairs, 
Butt, E. G., Fulham. 


Fifth Place: Lacey, E. C. J., Romford; Reynolds, F. M., Greasby. 


Cacho, C. P., Birmingham. 
Campbell, H. S. G., Walthamstow. 
Carter, E., London. 

Carter, F. J., Bexleyheath. 

Carvell, G. E., Chingford. 
Casbolt, H. R. C., Walthamstow., 
Cheatley, G. D., Belfast. 
Cheetham, T. S., Canton, Cardiff. 
E R. W., Wandsworth. 
Clare, J., 

Clarke, A. T St Thornton Heath. 
Clarke, R. E., Trumpington. 
Clarke, R. H., Standish. 

Cobb, A. J., Southall. 

Cobb, W. J., Chichester. 

Coghlan, J., Greenwich. 

Collins, C. H., Wembley. 


JOHN FOORD & COMPANY 


56 VICTORIA STREET, LONDON, SWI 


Telephone: Victoria 2002 (3 lines) 


VALUERS AND ASSESSORS 


OF WORKS, FACTORIES, PLANT & MACHINERY, Etc. 
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Comrie, C. R. H., South Bents. 


Copping, J. F., St Margarets-on-Thames. 


Crabb, W. T., "Newquay. 
Cracknell, R. J ., Chipstead. 
Cross, K. A. J., Barry, Glam. 
Cundall, D., Harrogate. 
Cutting, P. J. Welstanton. 


Davenport, A., Chadderton, 
Davidson, W. R., Dundee. 

Davies, E. H., Speke. 

Dearlove, J., Newcastle upon Tyne. 
Donald, A. G., Eccleshall. 


Edmondson, W., Edinburgh. 
Edwards, K. R., St Judes. 
Egerton, M., Werneth. 
Etherington, G., Brierfield. 
Evans, C D., Kilburn. - 


Fairfield, N., Grimsby. 
Farnan, J S E Reigate. 
Fisher, Is. A. Edgbaston. 
Flaxman, P., Northampton. 
Foale, R. L., Queen’s Dark, 
Foster; P., Hinckley. 
Freedman, A. I., Wanstead. 


Gallagher, J., Glasgow. 
Gilbert, J. F., Mullingar. 
Gilson, F. W., Hollinbury, 
Goddard, C. L., Enfield. 
Gordon, F., Belfast. 

Graham, W. McB., Ree 
Graveson, A. H., York. 
Green, D. W., Ilford. 
Griffiths, H T., Selly Park. 
Gumbrell, G. W., Hove. ` 
Gwynne, R. W., High Ercall. 


Hale, R., Harrow. 

Hall, J. L., Wrightington. 

Hampton, E. R., Cannock. 
Hargaden, M. F., Dublin. 

Harland, S. F., Wandsworth Common. 
Harris, D. C. B., Kineton. 

Harrison, H. 5. G., Quinton. 
Hartwell, J. A., Pinner. 

Harwood, G. W., Hazel Grove. 
Harwood, H., Sidcup. 

Hawkins, G. L. J., Englefield Green. 
Henderson, R., Crosshouse. 
Heyworth, R., Smithills. 

Hindin, S., London. 

Fiinton, R. W., Petts Wood. 

Hislop, J. H., Tettenhall. 

Holsman, W. H. J., Raynes Park. 
Holt, E. J., Gravesend. 


" Kidgell, S A., 
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Howard, R. L., Littlehampton. 
Hunter, K., Fenham. 


Ievers, G. A., Newtownbreda. 


Janes, A. E., Forest Hill 
Jenkinson, L., Leeds, 
Jones, G. G., Streatley. 
Jones, L. G., Sutton. 
Joyce, C. W., Castle Camps. 


Kemp, B. S., West Hampstead. 
Kerridge, G. W., South Chingford. 
London. 

Lytham, 

Chigwell. 

London. 


Kimmis, R. §., 
King, C. G., 
King, M. E., 


Lamport, P. H., Hove. 
Larwood, D. C., Hall Green. 
Leigh, P. G., Hoddesdon. 
Lennon, J., Kenton. 

Lester, M. E., Clapton. 
Lewis, L. E. A., Watnall. 
Lockhart, A., Glasgow. 


MacKenzie, A. M., Greenock, 
Mackrill, G. W., Bridlington. 
Marks, D. H., London. 
Marriott, E., Leicester. 
Marshall, W. E., Welling. 
Martin, P. G., South Norwood, 
Mason, E. H., Hooley. 
McKenzie, A. G., Aberdeen, 
McKenzie, T. M., Edinburgh. 
McLaughlan, P. G., Govanhill. 
McNamee, L. A., Dublin. 
McPhee, J., Cumbernauld. 
Meggs, B. C., Holytown, 
Millar, H. W., Edinburgh. 
Molyneux, J. B., Thornton Heath. 
Moore, W. J., Edgware. 
Morison, G. W., Moordown. 
Morris, L, W., Watford. 
Mulville, J. W., Bromley. 


Nielsen, N. J., Richmond. 
Noble, F. A., Formby. 
Nuttall, G. H., Mill Hill, 


O’Brien, M., Willesden. 


O’ Byrne, W. M., Harold’s Cross Bridge. 


O'Connor, J. K, 


Palmer, Miss R. J., Yeovil. 
Parkes, J. W., Acocks Green. 
Partridge, D. A., Kingswood. 
Pateman, T. G., London. 
Peers, J. H., Glasgow. 


184 Candidates failed. 


Ilkeston. 


Summary of Results 
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Peggie, R. G. E., Loanhead. 
Pennells, H. C., Earlsfield. 
Peskett, J. A., Thornton Heath. 
Platt, H., Orford. 

Plewis, FE. C., Bexleyheath. 
Pocock, P. R., Biddestone. 
Pook, N. J., Alexandria. 

Pople, L. G. A., Selhurst. 
Pyke, A., Chesterfield. 


Ransom, A., Forest Gate. 
Rawcliffe, F., Accrington. 
Robertson, T., Wollerton. 
Rose, E. V., Seven Kings. 
Rudd, F., Luten. 

Rush, A. C., London. 
Rutland, D. A. Whitton. 


Sapsford, D. H. G., Chigwell. 
Scott, B., London, 

Scott, L. J., Offham. 
Shearwood, J. R., Southall. 
Slade, A. T., Wallington, 
Small, W. T., Dundee. 
Smith, A. W., London. 
Smith, F. W., St Andrews. 
Smith, J. D., Kingston. 
Smith, N. I, Romford. 
Solloway, S. P., Grindon. 
Steer, L. A., East Wittering. 
Stephens, G. E., Grays. 
Strachan, H. R., Beckenham. 
Strudwick, R. D., Leytonstone. 
Swinney, T. C., London. 


Talbot, K. W., Bishop’s Cleeve. 
Thomas, A. R., Carmarthen. 
Thomas, E., Porth, Glam. 

Thorn, J., Purley. 

K. G. L., South Kenton. 
Thorpe, A., Dore. 

Triggs, A, E., Chingford. 

Turnham, P. R., Barnes. 


Vaughan, D. C. H., Ponteg, Pontypridd. 


Wakefield, J. C., Hornchurch. 
Wakenham, D., Thornton Heath, 
Wallington, W. F., Upminster. 
Webb, N. J., Gloucester. e 
White, G. M., Romford. 

Wild, F., O 


SE 


Williams, A. C., South Harrow. 
Williams, F F. D., Chester. 
Woodhams, A., "Tonbridge. = 


Woodhouse, F. D., South Shields. 


’ Wright, F. L. A., Edinburgh. 


Yates, H. A. P., Brierley Hill. 


Final —_—__, 


Pre- Inter- Section 
Candidates liminary mediate I 
. Passed with Honours .. 3 4 5 
Passed 29 330 188 
Failed ., 43 350 463 
Total sat 75 687 656 
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Section 
II. Total 
6 21 
- 206 753 
184 1,040 
396 1,814 
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ee SHARE VALUATION 
pos ake ir es SE S ARD on the heels of the Holt case! has come another 
Profits and Wages 275 interesting decision on the vexed question of how a 
minority holding of shares should be valued for estate 


Special Article 


The Auditors’ Report — JI 
by Sir Russell Kettle, F.C. A. 276 


Lecture 
Retirement Benefit Schemes 


by Frank Bower, C.B.E., 
M.A. 


duty purposes under Section 7 (5) of the Finance Act, 1894. It 
is McNamee v. The Revenue Commissioners, decided in the High 
Court of Justice in Dublin. Although the Republic of Ireland 
has of course its own revenue laws, the provisions of the Finance 
Act, 1894, as to valuation are still in force. 


288 The course which the McNamee case took bears a close resem- 
blance to the course of the Holt case. The Commissioners fixed 

Finance and Commerce 204 
the value of the shares at {4 per share. The executor argued for 
ecard She EE 30s a share and he appealed to the High Court under Section 10 
ation of Shares -Telephone of the Finance Act, 1894. In the event, the price was fixed at 
ee We Zen Veit 32s 6d, which may fairly be regarded as a victory for the taxpayer. 
eb ag ati a Tia ay Those people in both countries who in the past have submitted 
ger Prospect Record Year to estate duty based on liberally valued shares may -well be 
put in january — United wondering now whether it would not have been better to appeal. 
States Business Decline Con- The facts in the present case were simple enough. THOMAS 
og SE MchNAvss, a retired mill-worker in mills owned by the Convoy 
Correspondence 299 Woollen Company Ltd, died on October 17th, 1950, possessed of 


175 ordinary shares in that company. Probate of his will was 
granted to JEREMIAH MCNAMEE, the petitioner, on August 3rd, 
1951, the estate being worth some £1,000. The company was- 
incorporated in 1904 as a public company, with a share capital of 
£50,000 in 50,000 ordinary shares of {1 each, and carried on the 
business of manufacturers of woollen cloth and woollen goods, in 
succession to an earlier company incorporated in 1887. At the 


The Institute of Chartered 
Accountants in England and 
Wales 
Meeting of the Council 
Findings and Decisions of 
“the Disciplinary Committee 304 


302 


Birmingham and District 
Society of Chartered Ac- 


eountants , date of the testator’s death there were also 15,000 preference 
Annual- Dinner 305 i í 
shares of {1 each. The company’s shares were not dealt with on 
Sheffield and District S í 
Society of! Chartered Ac- any stock exchange and had no market quotation. Clause 25 of 
countants and the Sheffield the articles of association provided: 
Chartered Accountant “The directors may decline to register any transfer of shares without 
Students’ Society . n? therefor? 
Jon t Annual Daner 30 6 assigning any r SASON eTeior , ` : 3 
Clause 28 provided for the registration of transferees ‘if the 
ar and Ge 5 transferee be first approved by the directors’. 
rofessional Notes — Obitu- : ; 
sry dn Parlaren = Char The deceased had bought his 175 ordinary shares in 1938 
tered Accountants’? Benevo- at {1 each. His executor sold them in 1951, about a year after 
EE GE the death, for £1 ros each, to a person who had a short time 
Middlesex - > Institute before been appointed a director of the company. 
o ers — Manchester d ! ’ Seay once 
Society of Chartered Ac- It is now well established by the House of Lords’ decision in 
countants — Incorporated CIR v. Crossman ([1937] A.C. 26; 15 A.T.C. 94) that where 
ee E Ge? there are restrictions on transfers they must be ignored in relation 
Chartered Accountant to the hypothetical purchaser under Section 7 (5); but it must be 
EE assumed that this purchaser will himself be bound by them once 
ents’. Society of London — 1 In Re Holt ([1953] 32 A.T.C. 402); The Accountant, Dec. 5th, 1953, p. 621, 
Seventy-five Years Ago 307 and Jan. 16th, 1954, p. 71. 
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he is on the register, and will therefore take that 
fact into account in arriving at the price he is 
prepared to pay. 

Evidence was given for both parties on lines 
similar to those in the Holt case. The managing 
director of the company, giving evidence on 
behalf of the petitioner, explained the risks of 
losses on stock, obsolescence of machinery and 
plant, and the threat of competition. The policy 
was to maintain and increase reserves and 
there was no reason to anticipate a change in 
that policy. 
` This was a family company but with seventy- 
one shareholders altogether, only three of whom 
(holding 1,000 shares) were not related to the 
original founder of the business. 

The auditor of the company put in figures to 
show that in the six years to 1950 the dividend 
had risen from 10 per cent to 15 per cent, the 
general reserves from £47,000 to £75,000, and 
the stock-in-trade from £94,000-odd to £168,000- 
odd. He said that a buyer of the shares would be 
interested principally in the return on his 
investment. In view of the restriction on transfers 
the ordinary investor would not be interested, and 
those who did invest would want a fairly high rate 
of dividend. The price of 30s actually realized after 
the death was a full and fair one in the light of 
the witness’s own intimate knowledge of the 
company’s affairs. 

Mr PATRICK BUTLER, F.C.A., President of the 
Institute of Chartered Accountants in Ireland, 
also gave evidence for the petitioner. He, too, 
stressed the conservative dividend policy and the 
grounds on which it was based. The security was 
good but the investor could not look forward to 
a dividend higher than 15 per cent. Since 10 per 
cent was a reasonable rate to look for in com- 
panies of that kind, he valued the shares at 30s. 

The solicitor who had negotiated the sale of 
the 175 shares in 1951 was another witness for 
the petitioner. He said the sale was at arm’s length 
and was at the best price he could get. The 
purchaser wanted the shares because he had been 
appointed a director. The witness. said that he 
had not hawked the shares around. The directors 
knew they were for sale and the one who in 
fact bought was the most probable buyer to 
approach. | ` 

A chartered . accountant employed by the 
Revenue Commissioners was their first witness. 
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He said the average profit for the three years 
ended 1950 would have sufficed to pay over 45 
per cent on the ordinary shares, three times the 
dividend in fact paid. The assets at their balance 
sheet values showed {£3 15s gd a share, with 
nothing included for goodwill. The company 
could pay 28-74 per cent, on which basis the 
market value of the shares would be £5 17s 2d. 
The break-up value of £3 15s gd was the minimum 
and a reasonable figure was £4. Similar evidence 
was given by an examiner of the Estate Duty 
Office. 

A stockbroker giving evidence for the Com- 
missioners said that at the date of death of the 
deceased conditions were favourable. The Govern- 
ment had floated a loan at 34 per cent successfully. 
He had compared the assets and prospects of the 
company with those of ‘Irish Worsted’ and 
‘Midleton Worsted’ and, by reference to the 
price of the shares in those companies, he 
estimated that the Convoy shares would fetch 
£2 18s in the open market. He had not taken 
into account that a large sum would have to be 
spent in renewals and replacements. 

Reviewing this evidence, MAGUIRE, J., said 
that he was satisfied that the sale at 30s was at 
the best price that could have been obtained at 
the time. Of the evidence for the Revenue he 
said that it was given with conspicuous fairness 
and propriety, but it was based on the expectation / 
of a much greater distribution of profit than had 
hitherto appeared in the company’s history, 
and it could not be reconciled with the evidence 
for the taxpayer which he accepted. The analogies 
drawn with other companies were incomplete and 
misleading. The affairs of each company must be 
considered in relation to its own position, 
difficulties, and domestic control, and the 
Convoy company was unique. l 

Accepting that 30s was the highest price ever 
paid for the shares, he had to bear in mind that 
the sale was not made in any real or imaginary 
open market. In such a market he was satisfied 
that not more than 32s 6d could have been 
obtained and he determined the value at 32s 6d 
accordingly. | 

It is a matter for satisfaction that the authority 
of the Irish Court has been added to the Holt 
decision. Armed with these two cases, the 
executor’s lot in the future, vis-à-vis the Estate 


Duty Office, promises to be a much happier one. 
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PROFITS AND WAGES 


subject in the submissions of the contending 

” parties — the employers’ federations on the 

one hand, and the men’s unions on the other - 

the two courts of inquiry into the wages disputes 

in the engineering and shipbuilding industries 

devoted a special section of their reports — briefly 

mentioned in our last issue — to profits made by 
the industries. 


Although both sides accepted what figures were 
available as factual, the conclusions drawn there- 
from differed widely. In the case of the engineer- 
ing industry, the unions supplied sample figures 

hich indicated that gross and net profits had 
continued, in the main, to increase over the past 
six years; that dividends had risen substantially; 
and that considerable reserves had been accumu- 
lated. The Federation demonstrated that the 
ratio of net dividends paid to net profits earned 
had not fluctuated appreciably over the same 
period and that the major proportion of profits 
earned, together with large accretions of fresh 
capital, had been used for the post-war re- 
habilitation and development of the industry. 

The unions maintained that wages claims 
could be met out of the high profits being earned 

or out of existing reserves without the necessity 
ep raising prices; that shareholders eventually 
benefit from profits retained as well as from 
', profits distributed as dividends; that profits 
retained may be used for future dividends; that 
dividend rates are made to appear low when 
computed on the equity instead of on the nominal 
capital of the company; that bonus shares, while 
appearing to reduce dividend rates, tend to 
increase the actual amounts distributed; and 
finally that dividends have increased steadily in 
recent years. The Federation considered that 
dividends paid in the past have been reasonable; 
that the ‘ploughing back’ of profits has benefited 
both shareholders and workers; that increased 
wages could not be paid without raising prices, 
and that this would have an adverse effect on 
selling capacity; and lastly, that retained profits 
are industry’s life-blood and are available neither. 
= for dividends nor for increased wages. 


In commenting on these respective viewpoints, 
the courts enumerated some of the general points 


Bose of the emphasis placed on the 


to be kept in mind when assessing company 
results and changes in capital structure. They 
suggested that the stock exchange value was a 
better indication of the capital worth of a share- 
holder’s interest in a going concern than was a 
computation based on the nominal capital plus 
reserves, a valuation which may be misleading 
because of arbitrary book values of such fixed 
assets as buildings and plant. Moreover, profit 
retained in a business may not necessarily reflect 
the increased value of its ordinary shares because 
of profits tax considerations and other calls upon it. 
It was further pointed out that an issue of bonus 
shares did not increase the total assets of a com- 
pany nor was the value of the shareholdings or 
the cash amount of dividends paid necessarily 
affected. The transaction was intended to bring 
the nominal capital of the business more into 
line with the real capital employed for the pur- 
pose of earning profits. Sir RUSSELL KETTLE, 
F.C.A., refers to this aspect of bonus shares in a 
letter reproduced on another page. 

The court came to the conclusion that it was 
in the interests of industry, the shareholder and 
the worker to retain profits in industry but that 
every business should determine how much of 
enhanced replacement costs should ‘be borne by 
profits and how much should be found by fresh 
capital. No evidence was available ds to what 
proportion of profits should be retained in the 
engineering industry. It seemed clear, however, 
that if adequate provision for these contingencies 
and for reasonable expansion was to be main- 
tained at the present standards, then it would be 
unlikely that any wages claims could be met with- 
out an increase in selling prices. The court 
expressed the same opinion. with regard o the 
shipbuilding industry. | 

The task of the courts in this aspect of their 
inquiries was made more difficult by lack of 
definite evidence. The authoritative and impartial 
body which, they recommended, should be set up 
to consider the wider problems of wages claims 
and their effect on the nation’s economy would 
have to be much better served if its efforts to 
find a satisfactory solution to the problem of 
equating work and wages were to have a reasonable 
chance of success. _ 
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THE AUDITORS’ REPORT-IL 


UNDER THE COMPANIES ACT, 1948, AND 
QUALIFICATIONS THEREOF 


by SIR RUSSELL KETTLE, F.C.A. 


NOW come to the objective requirements of 
the Ninth Schedule. i 


3. (1) Whether the company’s balance 
sheet and (unless it is framed as a 
consolidated profit and loss account) 
profit and loss account dealt with by 
the report are in agreement with the 
books of account and returns. 


(2) Whether, in their opinion and to the 
- best of their information and accord- 
ing to the explanations given them, 
the said accounts give the informa- 
tion required by this Act in the 
manner so required and give a true 
and fair view — 


(a) in the case of the balance sheet, of 
the state of the company’s affairs 
as at the end of its financial year; 
and 


(6) in the case of the profit and loss 
account, of the profit or loss for 
its financial year; 


or, as the case may be, give a true 
and fair view thereof subject to the 
non-disclosure of any matters (to be 
indicated tn the report) which by 
virtue of Part III of the Eighth 
Schedule to this Act are not required 
to be disclosed. 


I nave seen no report in which it is stated that 
the accounts are not in agreement with the books 
and returns. Here is one case where the phrase- 
ology is unusual — 


(25) We have examined the balance sheet set out 
in column I on pages 8 and 9, and the 
revenue account on pages TO and II, which 
are in agreement with the books of account 
at the head office in London, the accounts of 
the Edinburgh head office audited by Messrs 
X. and with the returns from the branches. 


In the following examples the auditors draw 
attention to the manner in which certain facts are 
presented and which does not give the information 
required by the Act in the manner so required. 
Nos. (26) to (31) relate to contraventions of Part 
IV of the Eighth Schedule concerning the proper 
treatment of reserves. 


(26)... the said accounts give the information 
required by the Companies Act, 1948, in 
the manner so required except that an 
amount of £13,000 set aside out of the 
revenue of the year for income tax (1949- 
50) on untaxed profits of the year to date 
and appearing in the above balance sheet is 
not treated as a revenue reserve. ... 


This qualification appeared shortly after the Act 
came into force. It was strictly in accord with 
counsels’ opinion and the recommendation of the 
Council of the English Institute (paragraphs 79 
and 80 of booklet on the Companies Act, 1948). 
Subsequent practice has sanctioned the showing 
of future income tax as a separate item described 
somewhat as follows: ‘Amount set aside for future 
income tax (1949-50), without requiring the 
amount to be aggregated with or shown separately 
as a reserve. In the example just quoted the 
amount appeared in the balance sheet as a 
deferred liability. 


(27) ... the said balance sheet gives the informa- 
tion required by the Companies Act, 1948, 
in the manner so required, except that a 
proportion of the general reserve — revenue — 
has been deducted from fixed assets and not 
included in revenue reserves. 


The deduction (£550,000) from fixed assets was 
shown in the balance sheet as ‘amount appropri- 
ated from general reserve to reduce to nominal 
value’. Ultra conservatism is no longer permitted, 
by the Act to obscure a true and fair view. 


(28) The amount of £176,000, equivalent to 
initial allowances claimable, included as 
depreciation, is in our opinion in excess of 
immediate requirements for that purpose and, 
together with corresponding amounts set 
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aside in previous years, should have been 
dealt with as appropriations to reserve. 
Subject to this remark ... 


(29). . . the said accounts give the information 
required by the Companies Act, 1948, in 
the manner so required — except that the 
amount set aside against a possible fall in 
value has been deducted from stock and not 
included in revenue reserves — 


(30)... give a true and fair view ... of the 

profit for the year ended on that date of 

| X. Ltd and its subsidiaries, so far as 

i concerns the members of X. Ltd, the profit for 

the year having been arrived at after making 

a transfer to reserve for increased cost of 
replacement of fixed assets. 


This treatment is also contrary to Accounting 
Principle XV, published by the English Institute.! 
In another case where reserve movements are in 
both directions, the report ends, “after making 
the transfers to and from reserves mentioned in 
Note (XI) on Statement A’. These reservations 
appeared where the description “profit for the 
year’ as shown in the profit and loss account, was 
unqualified. ‘They would have been unnecessary 
had this wording been suitably amplified, e.g. 
‘Profit for the year after setting aside £1,300,000 
to reserve for increased replacement cost of fixed 
assets.’ 
Similarly no comment was made by the auditors 
in the case of a finance company which dealt with 
‘depreciation of investments by direct charge 
against an investment fluctuation reserve, the‘ 
amount so dealt with being stated in a note on the 
profit and loss account: the balance on the profit 
and loss account was described: 


‘Balance carried to appropriation account (deprecia- 
tion of investments per contra having been charged 
to investment fluctuation reserve.)’ 

(31) As in past years, undistributed profits of 
subsidiaries not declared as dividends, and 
bonus shares representing profits of subsid- 
taries which have been capitalized by them, 
have been included in this company’s balance 
sheet in the profit carried forward: the 
amount so taken up in respect of 1952 
after deducting losses of other subsidiaries ts 
£650,000. Subject to this remark... 


The group accounts would, of course, include the 
undistributed profits of subsidiaries (wrongly 
taken credit for in the holding company’s 
accounts) in the overall profits. The profit 


1 Reproduced in The Accountant dated May 31st, 1952, 
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capitalized as bonus shares is by reason of such 
capitalization not profit available for distribution. 


(32) The loan to a director ts in contravention of 
the terms of Section 190 of the Companies 
Act, 1948. With that remark, ... 


It is not always practicable for branch accounts 


to be made up to the same date as the accounts of 


the head office. The Act deals with this question 
in Section 153 (1) so far as concerns subsidiaries, 
but is silent in regard to different dates for branch 
or sectional accounts within one organization, it 
having not unnaturally been assumed by Parlia- 
ment that there would be a uniform date. This, 
however, is not always so, and the following are 
two examples of the wording used in reports 
where such dates differ. - 


(33) . . . such balance sheet and profit and loss 
account have been properly prepared . . . so 
as to give a true and fair view respectively 
of the state of affairs as at January 31st, 
1952, and of the profit for the year ended 
that date of X. Company and its subsidiaries, 
dealt with thereby so far as concerns members 
of X. Company and so far as is practicable 
having regard to the fact that the accounts 
of trading posts and some subsidiaries are 
made up to different dates and cover different 
periods from those of the main accounts. of 
X. Company. 


at 

(34) The accounts . . . of a group of major 
unportance “having interests in Africa, 
audited as at August 31st, 1952, are 
estimated accounts based on unaudited 
returns at December 31st, 1952. 


Incidentally, the position of the word ‘respect- 
ively’ in example (33) seems open to criticism, 
although it follows the form of report as approved 
by counsel given in paragraph 19 of the Institute’s 
booklet on the Companies Act, 1948. It has been 
suggested, with some reason, that it might be read 
as indicating that the balance sheet gives a true 
view and the profit and loss account a fair view. 
Should it not be: ‘. . . so as respectively to give.. 
or perhaps: ‘. . . of the state of affairs as at 
January 31st, 1952, and of the profit for the year 
ended that date respectively, ...’. If ‘respectively’ 
were dropped altogether the sentence would be 
easier to read and there surely could be no 
misunderstanding of what is meant. 
Qualifications or observations drawing attention 
to various matters affecting a true and fair view 
mainly arise in respect of the value at which 
assets appear in the balance sheet. There are many 
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instances of such qualifications, of which I have 
selected the following: 


(35) The . trade investments possess in the 
aggregate a value largely in excess of the 
figure shown in the balance sheet. 


(36) ... the said balance sheet gives the informa- 
tion required by the Companies Act, 1948, 
in the manner so required and, subject to the 
valuation of the stocks of crude oil and 
manufactured products as described in Note 
2 on page I0, gives a true and fair view of 
the state of the company’s affairs as at 
December 31st, 1952. 


Note 2 states — l 
‘Stocks of crude oil and manufactured products at 
-ië beginning and end of the year have been valued 
on the basis of a fixed rate per barrel of crude oil 
which rate has remained unaltered throughout the 
company’s existence and is less than the current 
cost of production if boring costs are included.’ 


(37) The said balance sheet, together with Note 1, 
gives the information .. . 


N ote I states — 


. if the current rate of amortisation is maintained 
SS lease will be written off by December 31st, 
1953. 


The lease expires at a much later date. 


(38). . . the said balance sheet, subject to the 
value e of the stock-tn-trade and work in 
progřess (referred to in paragraph 7 (e) of 
the statements annexed), gives the informa- 
tion required by the Companies Act, 1948, 
in the manner so required and gives a true 
and fair view of the state of the company’s 
affairs as at December 31st, 1951. 


The paragraph in the statement says that a large 
proportion of stocks and work in progress, form- 
erly based only on book records, had been 
adjusted at the date of the balance sheet by 
reference to physical stock-taking carried out 
subsequent to that date which resulted in a 
surplus of over £200,000, which was included in 
the profit of the year. 

The above four reports draw attention to 
under-valuation which had been remedied in (38). 
In the next group (39) to (43), the remarks of the 
auditors are directed to over-valuation. 


(39) . . . the said balance sheet gives the informa- 
tion required by the Companies Act, 1948, 
in the manner so required, but as the value 
of the shareholding in the subsidiary is in our 


opinion substantially less than the amount ` 


at which tt is included in the balance sheet, 
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the latter does not in our opinion give a true 
and fair view of the state of the company’s 
affairs as at December 31st, 1952. 


(40) The shares in and loan to the X.Y.Z. Com- 
pany (£1,200,000) .. . appear to us to be 
valueless . . . and we are therefore unable to 
report that the balance sheet and profit and 
loss account respectively give a true and fair 
view of the state of the company’s affairs 
as at October 31st, 1952, and of the results 
Jor the year ended on that date. 


In (30) and (40) the shareholdings and loan 
referred to were practically the sole assets of the 
companies. 


(41) The company’s interests in Russia, which 
stand in the balance sheet at £2,800,000... 
comprise in the main shareholdings in and ad- 
vances to certain Russian companies. It is not 
known whether any of these companies are 
still in existence or are subsidiaries within the 
meaning of the Companies Act, 1948, and 
we are not able to express an opinion as to 
the value of such interests. Subject to these 
reservations . . . the balance sheet gives a 
true and fair view of the state of the 
company’s affairs as at September 3oth, 
1952, and the profit and loss account gives a 
true and fair view of the profit for the year 
ended on that date. 


This company’s interests in Russia were au 

stantially the whole of its assets. Its financial 

position does not appear to be dissimilar from the 
companies whose accounts are reported upon in 

(39) and (40), where the auditors say that for the 

reasons stated the accounts do not give a true and 
fair view. Is it desirable to report that accounts 

show a true and fair view as in (41) after stating 

in effect that their assets are substantially without 
value? 


(42) The amount set ‘mi for leasehold redemp- 
tion is in our view. inadequate and subject 
thereto . 


(43)... the said accounts give the information 
required by the Companies Act, 1948, in 
the manner so required and, subject to no 
depreciation having been provided on free- 
hold properties, the balance sheet gives... 


Doubts are expressed in the following reports ~ 


(44) Stock-in-trade appearing in the balance sheet 

t {£900 is an estimated figure and is not 

supported by records or by a physical stock- 
taking. Subject to the foregoing remarks . 
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(45) The results of one foreign branch are stated 
by its auditors to be provisional only as they 
exclude claims against the local authorities 
which are still subject to agreement. Subject 
to the foregoing and to the remarks contained 
in Note 7... 


Note 7 deals with a very complicated taxation 
position of the group. 


(46) Option and prospecting contracts in the 
Orange Free State have not in all cases been 
registered against the title deeds of the 
respective properties. Expenditure charged to 
development account on account of options 
in the Orange Free State and leasehold oil 
properties in Trinidad abandoned, the 
amount of which is not separately ascertain- 
able, has not been written off. 


(47) We are unable to form an opinion as to the 
value of the unquoted investments ( £ 50,000) 
and the partly secured loan ({,16,000). 

Subject to the foregoing .. . 


' (48) We are unable to express an opinion upon 
the value of interests in companies in the 
development stage included in investments or 
upon the adequacy of the amounts written off 
such interests. Subject thereto... 


(49) We are unable to form an opinion as to the 
value of the trade-marks. With this remark 
we report... 

(50) . 
thereon relating to the register of investors 

“\. and the goodwill, gives a true and fair 
9 view... 


The note on the balance sheet states — 

“The register of investors and other proprietary 
lists were destroyed by enemy action and no value 
now attaches to them. War damage compensation 
received in respect thereof has been credited to 
capital reserve. 

‘Goodwill is, in the opinion of the directors, of a 
value materially less than that shown above.’ 


(51) The amounts at which the fixed assets are 
stated appear to be in excess of their present 
worth, i 
The fixed assets consisted of mining property 
and equipment. 


Is an auditor called upon to form or express 
an opinion as to the value of intangible assets such 
as trade-marks (examples (49) and (50) above), 
patents and goodwill? The answer must depend, 
as it does in so many other problems with which 
an auditor has to deal, upon the circumstances of 
each case. Presumably, trade-marks and patents 
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which have been abandoned or have lapsed owing 
to non-payment of patent renewal fees and have 
not been written off, would call for some qualifica- 
tion. It does not necessarily follow, however, that 
they are valueless merely because the period 
when they are protected from infringement has 
expired: the amount at which they appear in the 
balance sheet may well be justified by the ability 
of the company with the advantage of past 
practical experience and knowledge of processes 
to hold the market against competitors. So far as 
fixed tangible assets are concerned, unless the™ 
circumstances are exceptional (for example, 
where liquidation or disposal is contemplated), 
I would not think it the duty of an auditor to 
comment on the value of fixed assets held for the 
purpose of earning revenue such as buildings, 
plant, etc., apart from the question of depreciation. 
Auditors are familiar with the argument that a 
provision for depreciation is unnecessary in view 
of the enhancement in the value of fixed assets at 
the date of the balance sheet owing to changes in 
the value of money since they were acquired. 
This contention does not, of course, remove the 
necessity to write off the book value during the 
effective life of the asset: on the contrary, it 
emphasizes the need also to retain profits in order 
to assist in financing eventual replacement. In 
this connection Recommendation XV issued by 
the English Institute should be borne in mind. 


(52)... the above balance sheet of the company, 
with the annexed group accounts gives, 
subject to the realization in due course of the 
loans to which reference is made by the 
directors in paragraph 3 of their report, a 
true and fair view... 


The judge expressed the opinion in the London 
& General Bank case (1895), that 

‘it is a mere truism to say that the value of loans 

and securities depends upon their realization . . . 

the duty of an auditor is to convey information, not 

to arouse inquiry’. 
In the particular case of the above report, 
however, the paragraph referred to in the 
directors’ report gave reasons which justified the 
use of these words. The next report is unaccom- 
panied by any similar explanation — 

(53) ... the said balance sheet gives the informa- 
tion required by the Companies Act, 1948, ` 
in the manner so required and subject to the 
value of the trade investments being not less 
than the value stated (£50,000), the balance 
Sheet gives a true and fair view... 


Frequently the words ‘subject to’ preface an 
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unfinished and often ambiguous sentence as in 
(54) to (58). Although sanctioned by usage it is, 
I think, unfortunate that this ungrammatical 
method of expression is so frequently used. Would 
it not be preferable to say “We are unable to form, 
or express, an opinion as to the .. 7? 


(54) ... the said balance sheet gives the informa- 
tion required by the Companies Act, 1948, 
in the manner so required and sulyect to the 
value of the assets referred to in Note 6, 
gives a true and fair view of the state of the 
company’s affairs as at December 31st, 
1951. 

In this example the auditors’ doubts as to the 
value of several of the assets are based upon 
information given in a note to which they call 
attention. Note 6 refers to certain properties and 
subsidiaries in a country where conditions are 
abnormal and states the amount at which such 
assets are included in the accounts. It recites 
that no accounts are available in respect of certain 
of these subsidiaries and that no specific pro- 
vision has been made. 


(55)... the said accounts give the information 
required by the Companies Act, 1948, in 
the manner so required and subject.to the 
value of the company’s interests in Roumania, 
aggregating £1,700,000, the balance sheet 
gives... 


The interests in question form a material part of 
the assets and the situation would seem to justify 
a more definite opinion as in (40). 


(56) Subject to the sufficiency of the provision 
towards amortisation of the capital expendi- 
ture and depreciation of floating property 
etc., in our opinion ... the said accounts... 
give.. 

(57)... the said accounts give the information 
required by the Companies Act, 1948, in 
the manner so required, and the balance sheet, 
subject to the value of the bonds of the 
A. Company, gives... 


(58) Subject to . . . and to the value of the 
expenditure on development in Trinidad in 
view of the suspension of such operations as 
indicated in the corporation’s circular letter 
to the members, dated ...in our opinion... 
the said accounts give... 


References to shareholders’ rights are dealt 
with in the following comment: 

(59) In consequence of the capital repayment 

pursuant to the special resolution passed by 

the company on August 25th, 1950, we are 
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unable to form an opinion as to whether the 

rights of conversion of the ordinary shares 

are correctly expressed in the balance sheet. 

The following report expresses doubt as to 
whether a provision is excessive : 


(60) Except for a possible over-statement of the 
provision for claims and liabilities in 
Argentina, in our opinion . 

and the responsibility of a company’s cal: for 
certain liabilities is mentioned thus: 


(61) Claims admitted or intimated but not paid 
have been certified by the managers of the 
respective departments. 


This statement does not indicate whether the 
auditors are satisfied by the certificates received 
or whether any reservation is implied. 

Questions relating to foreign currencies are not 
infrequently the subject of auditors’ comments, 
e.g. 

(62) We have examined the above balance sheet 
and the statement of excess of assets over . 
liabilities and reserves in Argentina ( page I0) 
which are in agreement with the books of 
account and returns. As explained in Note I 
on page 8, there has been a change in the 
basis of accounting, under which no sterling 
value has been attributed to the profits earned 
in Argentina for the two years ended 
August 3Ist, 1952, and no provision has 
been made for the hability to United 
Kingdom taxation thereon, Further, we are 
unable, under present circumstances, to form_/ 
an opinion as to the value of the excess of 
assets over liabilities and reserves in Argen- 
tina shown in the balance sheet in the sum . 
of £2,400,000. In our opinion . . . the 
said balance sheet, together with the afore- 
mentioned statement on page 10 and the 
additional information on pages § and o 
give the information required by the Com- 
panies Act, 1948, the manner so required, 
and subject to the above observations give 
a true and fair view of the state of the 
company’s affairs as at August 31st, 1952. 

(63) The accounts of the subsidiary are presented 
in cruzerios and any profit or loss which 
would arise on conversion to sterling 1s not 
reflected in the group accounts, Subject 
thereto .. 


In these times when quoted exchange rates 
are often nominal or artificial, the presentation of 
branch accounts or accounts of subsidiaries in the 
currency of the country in which the trade or 
business is carried on may perhaps be the 
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solution of this troublesome question. The 
important effect on exchange of restricted 
currencies is sometimes dealt with on the face of 
the accounts themselves or in notes in such a way 
as to make observations in the auditors’ report 
unnecessary. One large company places the 
following note at the head of each account — 


‘In considering this statement, it should be borne 
in mind that there are restrictions on transfer of 
some currencies.’ 

Other notes explain the position as under: 

(a) ‘Revenue reserves and exchange surpluses 
cannot be remitted to the extent that they 
comprise (a) substantial amounts retained by 

— subsidiaries to finance fixed assets or working 
capital or because of currency and other 
restrictions; and (b) exchange surpluses arising 
on consolidation estimated at approximately 

44 million... 

(b) ‘In considering the consolidated balance sheet, 
regard should be had to the fact that exchange 
controls and other regulations in many parts of 
the world impose restrictions on the transfer 

| of assets between individual companies of the 

group.’ 

The following example deals with accounts in 
which there has been a change in the basis. of 
accounting in addition to such a change mentioned 
in (38) and (62). 

(64) Subject thereto in our opinion and to the 
best of our information and according to the 
explanations given to us, the said balance 
sheet as amplified by paragraph 5 of the 
report of the directors gives the information 
... and gives a true and fair view... 


Paragraph 5 refers to a change in the method of 
stock valuation and indicates that the trading 
profit on the new basis is upwards of £600,000 
greater than it would have been had the old basis 
been maintained. This qualification is repeated in 
relation to the.consolidated accounts including 
the consolidated profit and loss account, there 
being no separate profit and loss account of the 
holding company. The auditors, apparently 
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adhering rigidly to the actual wording of para-. 


graph 3 (2) (b) of the Ninth Schedule, refer in 
their report to a true and fair view of the ‘profit 
or loss’ of the company and its subsidiaries. 
Many years ago it was fairly common practice 
for auditors, particularly of banks and insurance 
companies, to state that they had verified the 
existence of cash assets and securities. This is so 
obviously a duty of the auditor that such remarks 
have disappeared from all but a few reports which 
still include, however, the reports on the accounts 
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of four of the ‘Big Five’ banks. Here is what is 
said in the auditors’ report of one of the ‘Big 
Five’: 

(65) We have satisfied ourselves as to the 
correctness of the coin, bank notes and 
balances with the Bank of England, balances 
with, and cheques in course of collection on 
other banks in the British Isles, money at call 
and short notice and. bills discounted. We 
have verified the securities representing the 


investments of the bank and British Treasury 
bills. 


In the reports I have examined there are two 
which incorporate references to the registers of 
members and debenture stockholders, namely: 


(66) The balances of registered members and 
debenture stockholders agree with the issued 
capital and first mortgage debenture stock. 


This is perhaps better expressed in the last part 
of the following report: 


(67) I have checked the register of members of the 
company and the register of holders of 
debenture stock and verified the transactions 
recorded therein during the year, and I 
certify that the balances on the registers 
agreed with the issued share capital and 
debenture stock respectively. 


Should an auditor comment in his report upon 
significant changes in the financial position which 
have taken place since the date of the balance 
sheet? This is a debatable subject and cannot be 
answered in general terms: acceptance by an 
auditor of such a wide, and what must often be a 
nebulous, extension of his normal and recognized 
responsibilities in relation to the financial position 
at a stated date and the results for a stated period 
may involve dangerous and undesirable implica- 
tions. Primarily, if such changes have a material 
effect upon the financial position of the company 
it is the duty of the directors to let the share- 
holders know of them by making reference 
thereto in the directors’ report or the chairman’s 
statement which frequently accompanies the 
accounts. There may, however, be occasions 
when auditors may consider it necessary to call 
attention to such changes and I give below two 
examples where this has been done. 


(68) As stated in the directors’ report, since the 
date of the balance sheet the mine has been 
abandoned. 


In this case the substratum of the company’s 
business has disappeared, the assets consisting 
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very largely of the mine and the plant and other 
equipment thereupon. 


(69) As mentioned in Note x on the consolidated 
balance sheet, no provision has been made for 
the loss of approximately {4 million, which 
would arise if the appropriate net current 
assets in Brazil were converted at the free 
rate of exchange as currently quoted. With 
this observation... 


The date of the balance sheet in this case is 
December 31st, and the auditors’ report was 
signed in June of the following year. ‘The words 
‘currently quoted’ refer of course to the exchange 
quotation at approximately the date of the 
auditors’ report. 

I have seen one instance where a similar 
exchange situation has been dealt with in notes 
annexed to the accounts. The auditors make no 
reference to the notes but the consolidated balance 
sheet contains the statement: 


“The references are to the Notes on pages 15 and 
16 which form part of this consolidated balance 
sheet.’ 
The note in question reads: 


‘Since September 30th, 1952, there has been a 
material change in the rate of exchange applicable 
to the current assets and liabilities of certain 
overseas subsidiaries included in the consolidation, 
although in currency the financial position of the 
companies concerned is unaffected. If the changed 
rate had been adopted for the purpose of the 
consolidated balance sheet, a reduction in the 
sterling equivalent of these companies’ net assets 
would have resulted.’ 


Nominee aad trustee companies, and occasion- 
ally dormant companies of various kinds, fre- 
quently have no transactions on income and 
expenditure or profit and loss account. Three 
such cases before me are dealt with as under: 


(70) The company did not carry on business 
during the year and accordingly no profit 
and loss account is annexed to the balance 
sheet. 


(71)... and the profit and loss account shows 
tere was no profit or loss for the year 
ended on that date. 


In this case the only narrative shown in the profit 
and loss account consisted of the two words ‘no 
transactions’. The auditors’ observation in this 
case seems preferable to the following wording — 
(72)... the profit and loss account gives a true 
and fair view of the results for the year 

ended on that date 


where the information given in the profit and loss, 
H 
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account took the form of the following statement: 


“The sole business of the company is that of a 
nominee company. No trading took place and no 
income was receivable nor expenses payable in 
respect of the year.’ 


In another case there is no reference at all to the 
profit and loss account in the auditors’ report, but 
the balance sheet contains the following note: 


‘There have been no transactions on the profit 
and loss account during 1952.’ 


In all these examples of companies making 
neither profit nor loss, technical infringements of 
the Act, including the form of the auditors’ report, 
seem to be of no importance. No one is misled. ` 

I now come to auditors’ reports on the accounts 
of companies which are exempted under Part III 
of the Eighth Schedule from disclosing certain 
material information, namely, banks and discount. 
companies approved as such by the Board of 
Trade; assurance companies within the meaning 
of the Assurance Companies Acts, 1909 to 1946, 
which deposit accounts with the Board of Trade, 
and companies which the Board of Trade may 
prescribe as a class where it seems to the Board 
that it is desirable in the national interest that they 
be exempted from giving specified particulars in 
accounts. The Eighth Schedule lays down in 
respect of all these companies that their accounts 
shall not be deemed, by reason only of the fact that 
they do not comply with some of the requirements 
applicable to other companies, not to give the 
true and fair view required by the Act. In such’ 
cases the Ninth Schedule provides in paragraph 3, 
which I have quoted, for the auditors’ report to 
be modified. p 

The following are types of reports given in 
these cases: 


(73). . . the said accounts give in the manner 
required the information required of a 
banking company by the Companies Act, 
1948; as authorized thereby the accounts 
do not show the aggregate amount of 
reserves, the movement thereon and the 
market value of investments. On this 
basis, in our opinion... 


Sometimes the permitted exemptions ot which 
the company takes advantage are stated in a 
note on the balance sheet, such as: 


‘Under Part III of the Eighth Schedule to the 
Companies Act, 1948, the bank is exempted from 
showing the aggregate amount of its reserves and 
the movements therein.’ 


In that case the auditors’ report reads: 


March 13th, 1954 


(74)... . give the information required by the 
Companies Act, 1948, in the manner so 
required for banking companies, and, on the 
basis indicated in Note (4) on the balance 
sheet, such balance sheet gives a true and 
fair view.. 

An alternative form is frequently used in which 
a general reference to the basis of accounting 
permitted by the Act is regarded by the auditors 
as satisfying the requirement of the Ninth 
Schedule that the report should indicate specific- 
ally the matters exempted from disclosure. 
Slight variations occur but the wording is 
apa on the following lines: 


- (75)... the said accounts give the information 
required by the Companies Act, 1948, in 
the manner so required for banking com- 
panies, and, on the basis authorized therein, 
the balance sheet gives a true and fair view 
of the state of the bank’s affairs as at 
December 31st, 1952, and the profit and 
loss account gives a true and fair view of the 
profit, ascertained in the manner therein 
indicated, for the year ended on that date. 


The profit and loss account normally discloses 
the profit in the following words : 

‘Profit for the year, after providing for rebate 
and taxation, and after appropriations to the credit 
of reserves for contingencies, out of which reserves 
provision has been made for any diminution in 
value of current assets.’ 


When reports as in (73) and (74) specify directly 
‘ornindirectly the exempted matters, the auditors 


do hot usually consider it necessary to amplify 
the usua; wording ‘ gives | a true and fair view of 
the profit? by adding ‘as ascertained in the 
manner indicated therein’. I have seen one report 
on bank accounts framed on the lines of (75) in 
which (during the period when government 
securities suffered heavy depreciation), the audit- 
ors introduced this proviso: 

(76) ... and on such basis, the balance sheet and 
profit and loss account with the reservation 
contained in Note 2 above give a true and 

far-view... 
Note 2 reads — 


“The amount at which the British Government 
Securities are included inthe balance sheet exceeds 
their value at market prices at June 3oth, 1952, by 
£2 million. This, in the opinion of the directors, 
represents a temporary diminution in value which 
the bank does not expect to incur on realization in 
the ordinary course of business.’ 


The British Government securities shown in the 
balance sheet are described thus : 
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‘No undated stocks are held; all have definite 
redemption dates and will be redeemed at par. The 
stocks have been written down in the books of the 
bank to below both cost and redemption value 
(see Note 2).’ 

The narrative in the profit and loss account (as 
shown under (75)) continued with the words: 

. except to the extent of an unrealized diminu- 
tion in value of British Government Securities 
amounting at June 30th, 1952, to £2 million (see 
balance sheet, Note 2)’. 

The reports of assurance companies follow 
somewhat similar lines to those I have quoted 
concerning banks, namely: 


(77)... the said balance sheet, supplemented by 
the life department balance sheet, gives the 
information required by the Companies Act, 
1948, in the manner so required, followed 
by either 


(a) which in relation to assurance companies 
is modified by Part III of the Eighth 
Schedule to the Act in regard to 
reserves, provisions and the market value 
of the quoted investments. On this basis 
in our opinion... 

or 


(b) of an assurance company and on that 
basis the balance sheet gives a true and 
fair view of the state of the company’s 
affairs as at December 31st, 1948, and 
the revenue accounts give a true and fair 
view of the profit (or operations) 
ascertained in the manner therein in- 
dicated for the year ended on that date. 


A certain class of shipping company has also 
received exemption under Part III of the Eighth 
Schedule from the Board of Trade provided the 
companies concerned include in their accounts a 
note to the following effect: 

By the Companies (Shipping Companies Exemp- 
tion) Order, 1948, the company is exempt from 
disclosing certain information relating to reserves 
and provisions and changes therein and certain 
details of fixed assets and the depreciation thereof, 
and these accounts have been prepared accordingly. 


The auditors’ report sometimes incorporates the 
above note, but in the majority of cases it is 
worded as follows: 


(78) . . . the said balance sheet gives the informa- 
tion required by the Companies Act, 1948, 
in the manner so required other than the 
information which the company is exempt 
from disclosing as referred to in Note No. I 
on page 14. On this basis in our opinion... 
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The statement in Part III of the Eighth 
Schedule that the accounts of companies in the 
exempted categories which may be manifestly 
untrue and unfair in the accepted sense shall 
nevertheless be deemed to be true and fair (or as 
the schedule obliquely says, ‘shall not be deemed 
... not to give the true and fair view ...’) is a 
contradiction in terms. No auditor can report 
with any feeling of satisfaction that such accounts 
are true and fair when non-disclosure of material 
information is indicated either in the report 
itself or by reference to the wording of the Ninth 
Schedule. The amendment of paragraph 3 of the 
Ninth Schedule, which the English Institute has 
suggested to the Board of Trade, has for its 
object the removal of this unsatisfactory state of 
affairs so far as auditors are concerned. I think, 
however, that an auditor should qualify his report 
in such cases unless the trend of profits shown is 
indicated in the profit and loss account by an 
increase or decrease compared with the previous 
period according to whether the true profits have 
risen or fallen. At best this indication is not very 
informative, particularly as the amount disclosed 
may bear little or no relation to the extent of the 
true rise or fall. 

Under Section 149 (4) the Board of Trade 
may modify the requirements as to a company’s 
accounts for the purposes of adapting them to 
the circumstances of the company. In the follow- 
ing three cases modifications of the accounts have 
been permitted. 


(a) An overseas tramways company — 


(79) . . -and the said accounts give the informa- 

. tion required by the Companies Act, 1948, 
in the manner so required as modified by 
the Board of Trade pursuant to Section 
I49 (4) thereof in regard to reserves and 
provisions and the movements thereon, the 
market value of the quoted investments and 
comparative figures. Subject thereto... 

(b) A gold mining company — 

(80)... the said accounts read in conjunction 
with the notes thereon give the information 
required by the Companies Act, 1948, as 
modified by the Board of Trade, in the 
manner required and present a true and 
fair view... 

The notes on the balance sheet state: 

‘Note 1. — Quoted investments are included at or 
under cost but in no case above the Stock Exchange 
value at June 30th, 1952. The directors have 
considered it desirable to retain the book cost of 
certain holdings below both cost and Stock Ex- 
change values. Unquoted investments and proper- 
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ties and ventures are included at cost less amounts 
written off.’ 

‘Note 2. — With the sanction of the Board of 
Trade, the market value of the above investments is 
not stated. In the opinion of the directors the 
market value is in excess of the amount shown but ` 
the exact value is not ascertainable.’ 

(c) A textile manufacturing company: 


(Sx)... gives with the group accounts, schedules 
and notes in the prescribed manner the 
information required by the Companies Act, 
1948, as modified by the Board of Trade 
with regard to fixed assets. 

A note on the balance sheet reads: 

- “Provisions for depreciation are calculated by 
reference to the dates of acquisition at revised rates! 
introduced in the year 1952-53 as the result of a 
comprehensive survey of the estimated lives of the 
fixed assets; the Board of Trade, as empowered by 
the Companies Act, 1948, has modified ther 
provisions of the Act in regard to the treatment of 
provisions for depreciation prior to the date of the 
valuation of fixed assets in 1938-39 as well as in 
regard to the block provisions for obsolescence 
amounting to £5,600,000, which are not allocated 
to the various classes of fixed assets. 

‘As a result of this survey, over-provisions for 
depreciation in past years amounting to {6,600,000 
have been released and transferred to reserve 
towards increased cost of replacement of fixed 
assets.’ 

I now pass to the fourth and last of the audit 

requirements in the Ninth Schedule, namely: 


4. In the case of a holding company suly 
mitting group accounts whether, 
their opinion, the group accounts hay 
been properly prepared in accordance 
with the provisions of this Act so as to 
give a true and fair view of the state of 
affairs and profit or loss of the company 
and its subsidiaries dealt with thereby, 
so far as concerns members of the 
company, or, as the case may be, so as 
to give a true and fair view thereof 
subject to the non-disclosure of any 
matters (to be indicated in the report) 
which by virtue of Part III of the Eighth 
Schedule to this Act are not required 
to be disclosed. 

It will be noticed that in the amendments to the 

Ninth Schedule suggested by the English 

Institute, the words ‘dealt with thereby’, and also 

the words ‘so far as concerns members of the 

company’ are omitted. Presumably ‘dealt with 
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thereby’ will require to be used only when the 
group accounts do not include the accounts of the 
whole of the subsidiaries. The phrase ‘so far as 
concerns members of the company’ possibly 
owes its origin to the fact that whilst consolidated 
accounts are recognized as giving shareholders in 
the holding company an overall view, they would 
probably be misleading if relied upon by deben- 
ture-holders and creditors of either the holding 
company or any of the subsidiaries whose 
accounts are combined. If that is so, and I see 
no other explanation, the matter is very technical 
and exclusion of these words would not, I feel, 
mislead anyone. 

In the large majority of cases, group accounts 
consist of a consolidated balance sheet and 
consolidated profit and loss account of the 
company and its subsidiaries, and the section of 
the auditors’ report dealing with group accounts 
‘normally starts: 

‘We have also examined the annexed consolidated 
© balance sheet and consolidated profit and loss 
account of the company and its subsidiaries.’ 
In the first of the following examples the con- 
solidated accounts are described as group 
accounts; the remainder refer in greater detail to 
the form of group accounts. 


(a) ‘We have also examined the annexed group 
balance sheet and group profit and loss 
account with the accounts of the company and 
its subsidiaries,’ 

In this case the consolidated accounts are headed 


roup balance sheet’ and ‘group profit and. 


loss‘account’. 


(b) “We have also examined the group accounts 
“comprising a consolidated balance sheet and a 
consolidated profit and loss account with the 
above notes on the accounts... 


‘We have also examined the group accounts 
comprising a consolidated balance sheet and 
consolidated profit and loss account of the 
company and certain subsidiary companies, 
and the balance sheet and profit and loss 
account of. one wholly-owned subsidiary 


EN 


(c) 


company separately attached, with the audited 


accounts of the companies dealt with thereby.’ 


(d) ‘We have also examined the annexed group 
accounts comprising (a) the consolidated 
accounts of the company and its subsidiaries 
other than those in Argentina; and (b) the 
consolidated accounts of the subsidiaries in 
Argentina . . 


(e) ‘We have also examined the group accounts 
(comprising the audited accounts of the 
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company and the annexed consolidated ac- 
counts of the subsidiaries) . 


Sometimes information ania subsidiaries 
can be conveniently incorporated by way of note 
or in a box in the accounts of the holding company 
itself. In such cases the report is framed i in the 
following terms: 


(82)... the said accounts including particulars 
concerning the subsidiary dealt with therein 
have been properly prepared .. . and the 
balance sheet gives a true and fair view of 
the state of affairs of the company and its 
subsidiary at Fune 30th, 1952, and the 
profit and loss account gives a true and fair 
view of the profit of the company and its 
subsidiary for the year ended on that date. 


Qualifications and observations made on .the 
holding company’s own accounts are either 
repeated when the auditor reports on the group 
accounts, or are otherwise referred to, i.e.: 


(83). . . Subject to the foregoing remarks, 

including the reference above to trade 

` investments, in our opinion such consolidated 
balance sheet .. 


(84)... the consolidated accounts give from the 
standpoint of the members of X. Ltd, a true 
and fair view of the state of affairs at that 
date of the company and its subsidiaries and 
of their profit for the year 1952, after making 
the transfers to and from reserves mentioned 
in Note XI on Statement A. 


(85) In our opinion . . . and consolidated profit 
and loss account have been properly pre- 
pared . . . so as to give a true and fair view 

. and of the results (after giving effect to 
taxation adjustment) for the year ended on 
that date. ... 


In this case the accounts show substantial over- 
provisions for taxation in prior years brought to 
credit. 

I have already referred to the difficult question 
as to the responsibility of auditors for accounts of 
subsidiaries not audited by them which are dealt 
with in group accounts and consequently covered 
by the reports of the auditors of the holding 
company. There are numerous ways in which 
auditors appear to disclaim responsibility for 
accounts of subsidiaries not audited by them. 
In auditors’ reports which I have perused, the 
words ‘with the audited accounts of those 
companies’ are followed by one or other of the 
following reservations : 
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(a) none of which has been audited by us; 

(b) two of which-have not been audited by us; 

(c) certain of which have not been audited by us; 

(d) the majority of which have not been audited by 
us; 

(e) which have been audited by the internal auditor 
of the agents in Indonesia; 

(f) which have either not been audited by us or 

© have not been audited; 

(g) with (a) the audited accounts of certain of those 
companies most of which have not been audited 
by us, and (b) the unaudited accounts of certain 
subsidiaries registered abroad in respect of 
which substantial amounts of assets, liabilities 
and profits are SE in the consolidated 
accounts; 

(h) with the unaudited accounts of the subsidiary 
as certified by the company’s accountants in 
Indonesia; 

(CH with the exception of certain overseas subsid- 

-  jaries the accounts of which have been audited 
‘by our associated firm Messrs X., of Y., none of 
the accounts of the overseas subsidiaries has 
been audited by us or by our associated firms; 

(j) the accounts of some of the subsidiaries have 
not been audited by us and in three instances 
where the subsidiaries are in course of voluntary 
liquidation (members winding-up) the accounts 
take the form of statements of funds in hand 
certified by the liquidators; 


In the following two cases attention is drawn to 
accounts of foreign companies not having been 
reported upon in accordance with the Companies 
Act, 1948. 

(k) the accounts of the Greek companies have been 
reported upon by local auditors in accordance 
with Greek law and not in the manner required 
by the Companies Act, 1948; 

(UI in the case of certain foreign subsidiaries the 
_auditars’ reports whilst complying with the 
requirements of the laws of the respective 
countries concerned are not in accordance with 
the requirements of the Companies Act, 1948, 

of the United Kingdom. 
Unless the names or numbers of subsidiaries are 
disclosed, the references to a specific number 
whose accounts have not been examined by the 
auditors of the holding company is often of little 
or no assistance to shareholders: the extent to 
which such accounts enter into the group 
accounts can, of course, only be seen if the 
relative figures are given. I have not come across 
an English report whete this has been done but 
an American report, in the examples given by 

Mr Myers, states: 

“The total assets of this subsidiary amount to 
approximately 7 per cent of the consolidated total, 
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and its gross profit on sales and net income for the 

year are approximately 7 per cent and 12 per cent, 

respectively, of the consolidated totals.’ 

I have already indicated (following example 
(24)) that the use of the qualifying words ‘subject 
to the foregoing’ after the above reservations, is 
by no means universally adopted. When the same 
firm of auditors uses them in certain reports and 
not in others an invidious distinction may be 
inferred. 

American practice, where other auditors have 
examined the accounts of subsidiaries, is referred 
to in the article by Mr Myers. In the extracts 

which he gives from American -reports the 
auditors refer to the fact (as they are required to 
do on accounts filed with the Securities andi 
Exchange Commission) that audits of subsidiaries 
have been made by other firms: the names of such 
firms are not given but they are stated to be ‘other, 
independent public accountants’, ‘another public 
accountant’, ‘chartered accountants’, or simply 
‘other accountants’. Mr Myers observes: 

‘In no case is there an apparent effort to say that 
the reliance on other auditors is not in accord 
with generally accepted auditing standards.’ 

The American alternative to “Subject to the 
foregoing in our opinion’ is phrased ‘In our 
opinion, which as to the Canadian subsidiary 
is based upon the report of other accountants 
as above mentioned, the accompanying consoli- 
dated balance sheet and statement of consolidated 
income and earned surplus fairly present .. .’ 

Where the vear-end and period covered by t a 
profit and loss account of a subsidiary differ.ffom 
those of the holding company, these facts arey 
stated thus: ’ 


(86) .. .so far as ts practicable, having regard to 
the fact that the accounts of one subsidiary 
incorporated therein ave made up to a 
different date and cover a different period of 
one year from those of X. Ltd. 


More often than not one finds the words ‘of one 
year’ are omitted so that the phrase reads: 

‘are made up to a different date and cover a 

different period from those of X. Ltd.’ 
This is ambiguous because it might mean that 
the length of the period is different from the 
period of one year to which the parent company’s 
accounts relate. 

Other observations on this subject are con- 
tained in the following reports: 


(87) Subject to the foregoing, and to the fact that 


the accounts of eight overseas subsidiaries 
are made up for financial years ending on 
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different dates from those of X. Ltd and tts 
other subsidiaries, in our opinion such 
consolidated balance sheet . 


. having regard to the E that the 
accounts of some of the subsidiaries (as 
shown in Note 5) are made up to different 
dates and cover different periods from those 
of X. Ltd. 

Note 5 reads — 


‘The accounts of the subsidiaries, with five 
exceptions, are made up as at December 31st, 1952. 
One subsidiary, whose year-end was then March 
31st, was acquired in December 1952; a second 
subsidiary was acquired in February 1952, and its 
accounts cover the period to March 31st, 1952; the 

- accounts of the three remaining subsidiaries cover 


(Gei. 


the year to July 31st, 1952. A change in e 


accounting dates. of these five subsidiaries to 
| December 31st, 19 52, would have involved greater 
liabilities to taxation.’ 


A somewhat comprehensive list of qualifications 
is contained in the following report — 


~~ (89) Subject to (a) the value of the assets referred 
to in Note 6, (b) the basis adopted for the 
conversion to sterling of the fixed assets 
abroad and the depreciation thereon (as 
referred to in Note 10), and (c) the matters 
dealt with in explanatory wording and notes 
on the consolidated profit and loss account, 
in our opinion . 


The notes on the E profit and loss 
account concern the absence of certain provisions, 
the effect of change of basis of computing 
taxation, the write-off of an exchange deficit 
against a specific reserve for exchange fluctuations, 
and the effect of other changes in the basis of 
accounting. This is a good example of qualifica- 
tion by reference to comprehensive notes. 

The next auditors’ report (of which I give 
below the part dealing with group accounts) is 
printed as a separate item under the heading of, 
and grouped with, ‘Notes’, which must surely be 
unique: the detailed references to the Eighth 
Schedule and Section 152 of the Act are not very 
illuminating to shareholders. 


(90) We have also examined the enclosed balance 


sheet as at July 31st, 1952, and the profit 

and loss account for the year ended on that 
P date, of the company’s sole subsidiary, 
l X.Y.Z. Ltd. In our opinion the subsidiary’s 
accounts and the annexed statement of 
information provided in accordance with the 
provisions of the Eighth Schedule, Part II, 
Paragraph 21 of the Companies Act, 1948, 
and Section 152 of that Act, give, in 
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conjunction with the balance, sheet and profit 
and loss account of X. Ltd, a true and 
jaw view of the state.of affairs and of the 
profit of X. Lid, and of its subsidiary, so 
Jar as concerns the members of the company. 


A modification authorized by the Board of 
Trade under Section 150 (2) of the Act is 
mentioned in the following report of an assurance 
company already entitled: to exemptions, under 
Part III of the Eighth Schedule — , 


(or... in our opinion such consolidated balance 
sheet and consolidated profit and loss account 
have been properly prepared in accordance 
with the provisions of the Companies Act, 
1948, as applicable to assurance companies. 
and as modified by the Board of Tradé and: 

. in the manner indicated therein give a ‘true 
and fair view respectively . | eg 


The modification approved the exthision of the 
figures of certain subsidiaries from the., con-. 
solidated accounts in which they ‘appear. ‘merely 
as investments in subsidiaries, with dividends 
thereon in the consolidated profit and ` loss 
account. A note on the accounts states that the 
Board of Trade has approved the exclusion. `. 
The following qualification relates to ‘the’ 
unusual circumstances in which one of ‘the 
subsidiaries of a trading company is an insurance 
company whose accounts are printed separately. 


` (92) Subject to the fact that the information’ 
relating to X. Insurance Co Ltd is as 
modified in regard to assurance companies by 
Part III of the Eighth. Schedule to the. 
Companies Act, 1948, in our Ee such. 
consolidated balance sheet . 


The presence of the ated: at the anida 
general meeting is being increasingly made known 
by his reading the auditors’ report. It is, however, . 
somewhat remarkable, considering the important 
part played by the auditor in the affairs of a 
company, how infrequently he intervenes in the 
proceedings or is called upon to deal with 
inquiries arising out of his report. This may be 
due to apathy, complacency, ignorance.of accounts 
or, as we hope, a feeling of confidence that the 
auditors have carried out their duties in accord- 
ance with the tradition of competence, integrity 
and independence associated with chartered 
accountants. We can only assume that with rare 
exceptions (and subject to the foregoing!) 
shareholders are satisfied with the way in’ which 
auditors perform their duties. |. `; 

(Concluded.) ` 
| 


4 
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-. RETIREMENT BENEFIT SCHEMES — II 


THE TAXATION OF PROVISIONS FOR BENEFITS 
: "AND OF THE BENEFITS 


by FRANK BOWER, C.B.E., M.A. 


1. In the first paper in this series Mr Layborn 
provided much useful information on the construc- 
tion of retirement benefit schemes and demonstrated 
the choice which is available to employers to devise 
schemes which suit their circumst:nces. In such 
choice, tax is an important element because it can 
make some schemes dearer than others. 

It is the task allotted to this 
paper to set out the tax treatmen 
of different ‘kinds of retirement 
benefits and to explain if pos- 
sible the principles which lie 
behind that tax treatment. This 
is a summary statement of what 
the law is at the moment. It 
refrains from expressing opinions 
as to what the law ought to be 
and, therefore, does not touch 
on the recommendations of the 
Millard Tucker Committee. It 
will, however, serve as a starting- 
off point from which to consider 
those recommendations. 


Where to Find the Law Se 
2. The consolidation of the law Se 
relating to income in the Income 
Tax Act, 1952, has considerably 
eased the difficulty of ascertaining 
what the law is on the tax treat- 
ment of retirement benefits. The 
main specific legislation which ap- 
plies general income tax principles 
to retirement schemes or which ` 
makes exceptions from those general principles, can be 
found assembled in two places: Sections 219, 225 and 
226 in Part VIII of the Income Tax Act, 1952 (which 
part deals with graduation generally), contain the pro- 
visions for relief from tax which are given in respect of 
life assurance. Those sections were previously in Sec- 
tion 32 of the Income Tax Act, 1918. The relief is ap- 
plied to some kinds of retirement benefits of employed 
persons, and up to the present this relief is the sole con- 
cession available to self-employed persons and to con- 
trolling directors and part-time directors of companies. 
Part XVII of the Income Tax Act, 1952, Sections 
376-391, contain all the remaining special tax legis- 
lation on retirement benefits. A list of the relevant 
sections is set out at the end. 


The second lecture in this series, delivered to the London 
and District Society of Chartered Accountants, on March 
roth, 1954. T'he first lecture, dealing with ‘Alternative 
Methods of Provision’ by Mr T. A. E. Layborn, appeared 
in our issue of February 27th. | 
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Mr Frank Bower, c.3.E., M.A. 


There is one other enactment which should be 
mentioned for completeness, although it only concerns 
companies who are subject to the profits tax. In com- 
puting profits to be charged to profits tax, ordinary 
annual contributions paid by employers are deductible 
as expenses in the year in which they are paid. Special 
contributions to cover prior years of service are spread 

eng forward for twenty years. Defic- 
1ency payments to correct the 
reserves on an actuarial review4 
' of the condition of the fund are 
allowed to be deducted from the 
profits of the year to which they 
are properly attributable. d 

The deduction for profits tax 
may, and probably will, differ 
from the deduction: allowed for 
income tax, both for back service 
payments and for deficiency pay- 
ments. The authority for this is 
paragraph (1), Part II, Eighth 
Schedule, Finance Act, 1947. 


Ae éch dë 


Definition of 
Retirement Benefits 

3. It is desirable to keep a clear 
idea of what may be included 
in the generic term ‘retirement 
benefits’ and to distinguish 2 
it some payments of benefits 
which Look similar but which are 
different by nature. A retirement 
benefit is any benefit given to an 
employee or his dependants in 
consideration of his service after he has ceased to 
work so as to provide him or them with a means of 
subsistence until death or until the dependency ends. 
In short, it is deferred remuneration for services 
rendered which is payable for a limited number of 
years after the end of the service. There is a statutory 
definition which was enacted for the purposes of the 
excess profits tax and repeated for the excess profits 
levy. By reference it also applies to profits tax, but it is 
not statutory for income tax, although if a question 
were to arise in connection with income tax it might, 
well be approved by the High Court. It is as follows: 





| 

‘ “Benefit”? means in relation to any person diy 
periodical or lump-sum payment payable at a future 
date (whether before, at, or after the date of be 
retirement) and includes any such payment to or 
for the benefit of his spouse, children, . . . relations, 
or dependants.’ 





The meaning can include sums received before 
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retirement on account of accrued rights to retire- 
ment benefits and also sums paid in lieu of retirement 
benefits,.such as the commutation of a pension. 

On the other hand, a sum given in respect of a 
breach of contract such as compensation for loss of 
an appointment is by nature different from a retire- 
ment benefit. One would also exclude a sum paid in 
consideration of a restrictive covenant such as an 
undertaking not to be engaged in a similar or compet- 
ing business for a number of years after employment 
ceased. 

All retirement benefits are a form of savings inas- 
much as they are a deferment of a present income to 
some future date when they will be consumed as 
income. Herein lies the first clash with income tax 


principles, one of which principles is that no tax relief ~ 


should be given for savings pure and simple. It is 
necessary for retirement benefits to have clear dis- 
tinguishing marks which are not possessed by other 
forms of saving if they are to be exceptionally treated 
for income tax purposes. 


Forms of Retirement Benefits 


4. Retirement benefits can be designed in a great 
variety of-forms to suit the desires and means of the 
employers and the employees. They can be either 
discretionary or legally enforceable; they can be in 
the form of annuities, or of lump sums, or a mixture 
of both; they can be provided during the service, 
which usually involves the creation of a trust or the 
taking out of a policy of assurance, or they can be 
found out of current revenue or reserves after the end 
of the service. The employee’s right to receive the 
benefits may be absolute although deferred until 

ithe end of the service, or it may be contingent on the 
fulfilment of certain conditions. The provisions for 
the benefits can be joint-contributory or wholly 
‘contributed by the employer. 
, The forms of retirement benefits can be classified 
-İn various ways according to the object of the study. 
Since the object of this study is to trace the impact of 
the tax laws on retirement benefits, it is desirable to 
classify them in the broad groups into which they 
fall in relation to income tax principles. 


Normal Income Tax Principles 


5. The normal income tax principles can be briefly 
stated as follows: 


(a) No deduction from income is permitted for the 
purpose of creating savings. Life assurance relief 
is a deviation from this rule. 

(6) All annual sums received by pensioners are 
taxable as earned income whether they are 
voluntary or capable of enforcement by virtue of 
a contract or deed. 

(c) All lump sums are taxed which are received at 
the termination of service which are secured to 
the employee by the terms of his contract of 
employment. 

_ (d) Leaving gratuities received by the employee from 
the employment are not taxed, nor are lump 
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sums which are received by the employee from 
the trustees of a provident fund or from the 
maturity of an assurance policy. 

(e) All investment income received by trustees of 
pension funds or provident funds is taxed at the 
standard rate. 


6. It is clear that these principles cut across the 
lines of the design of some kinds of retirement benefit 
but they do admit certain types of benefit to be given 
without specific provisions. The following types, for 
instance, do not call for special legislation: 


. (i) The payment of voluntary unfunded pensions 
out of current revenue or out of reserves; the 
pension is deductible as an expense of the 
employer and is taxable on the employee., 

The payment of a contractual unfunded 
pension would also not normally call for 
special legislation or income tax principles, 
but it has been brought under review by 
Section 386 so as to give the Commissioners 
control over the amount of the pension. 


(ii) The payment of a pension under a statutory 
superannuation scheme would be taxable as 
earned income, and any contributions to the 
scheme by the employing Government depart- 
ment would be outside the scope of income 
tax. 


(iii) The payment of voluntary gratuities on the 
termination of service would not be taxable 
on the recipient employees but would be 
allowed as an expense of the paying employer. 


(iv) A contractual leaving payment is taxable as 
earned income under the normal rules of 
Schedule E as remuneration from the employ- 
ment: it is allowed as an expense to the 
employer. 

Gei The payment of a lump sum from a: provident 
fund would not be taxable on the employee. 
The income of the fund would be taxed at the 
standard rate unless an extra-statutory agree- 
ment were made to pay tax at a calculated rate 
on similar lines to the arrangement for building 
societies. The employer’s contribution would 
be allowed as an expense. 

Section 386 only intervened to add the 
employer's contribution to the employee's 
income if the employee’s earnings were more 
than {2;000 a year, and if the earnings were 
less than £2,000, to add the excess of the 
employer’s contribution over {£100 or Io per 
cent of the salary, whichever were the less, 


(vi) The payment of a lump sum to an employee 
under a group life assurance policy would not 
be taxable on the employee. The investment 
income of the life assurance company would 

` be taxed under the rules applicable to a ie 
` assurance business. Any contributions by the 
employee would be treated as a life assurance 
premium, ranking for partial relief of tax under 
Section 219. The premium paid by the 
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employer would be allowed as an expense of 
his business. 

Section 387 only intervened to add the 
employer's contribution to the employee’s 
income if the scheme did not exist before 
April 6th, 1947, or if it were confined to 
directors and employees earning more than 
£2,000 a year. If they earned {£2,000 or less, 
then only the excess of {100 or 10 per cent 
of salarv is added to the employee’s income. 
The added sum is treated as a life assurance 
premium paid by the employee and ranks for 
life assurance relief under Section 219. 


Specific Provisions 


o. Departures from the general principles of 
income tax are authorized by specific provisions. 
The general trend of the special provisions is to 
allow the building up of pensions to be free of tax 
and to tax the pensions. Where the benefits are in 
the form of lump sums, the receipt of which is not 
taxable, the annual contributions to provide the lump 
sums are taxed unless they are relatively small. These 
two principles, however, are so much departed from 
that it is difficult to discern them. The following three 
classes are the main relief provisions. 


D 


Life Assurance Relief 


8. The oldest provisions are under Sections 219 
and 225 of the Income Tax Act, 1952, whereby the 
employee can get life assurance relief in respect of 
his premium for endowment benefits for himself and 
his dependants and a deferred annuity for his widow. 
Under Section 219 relief from tax is given for premi- 
ums paid by a claimant on a policy of assurance 
made by him on his life or the life of his wife, in 
connection with any retirement benefit scheme for 
the benefit of employees of any employer or of persons 
engaged in any trade, or for the benefit of his wife 
or dependants, for a lump sum or for a deferred 
annuity for himself. The relief of tax is-two-fifths of 
the standard rate on the premium. If the premium 
does not exceed £25, relief is at the standard rate on 
£10 or on any smaller amount of premiums. 

The employer’s contribution would be allowed as 
an expense and the value of it would not be added to 
the employee’s income unless it were caught by 
Section 386. 

The relief given by this section is at present the 
sole tax concession for saving for retirement which is 
open to a self-employed person, or to a controlling 
director, or a part-time director of a company. 

g. Under Section 225 any person who is under 
any Act of Parliament or under the terms and con- 
ditions of his employment liable to pay or to have 
deducted from his salary any sum for the purpose 
of securing a deferred annuity for his widow or 


provision for his children after death, is entitled to 


relief of tax on the premiums: 


THE ACCOUNTANT 


March 13th, 1954 


(a) At half the standard rate if his income does not 
exceed £1,000. 

(b) At three-quarters the standard rate if his income 
lies between {1,000 and £2,000. 

(c) At the standard rate if his income exceeds 
£2,000. 


The employer’s contribution would be allowed to 
him as an expense and it would not be added to the 
employee’s income unless it were caught by Section 
386 by reason of the salary exceeding £2,000. 

Relief under Sections 219 and 225 is limited in 
the case of a deferred annuity to tax on £100, and in 
the case of premiums for a lump sum, to tax on 
one-sixth of the total income, and on 7 per cent of 
the capital sum assured by the. EES SE the 
profits and bonuses. 


Approved Superannuation Funds 


o It is in Section 379 and in the regulations 
made under it that the principles appear most 
clearly of taxing the benefits and of exempting the 
build-up of the benefits. Generally speaking, all the 
contributions paid by the employer and the employee 
to purchase the benefits are made tax free by deducting 
them from taxable income. The investment income of 
the fund is exempt from tax. The pensions are taxed 
as earned income when they become payable. Returned 
contributions are taxed on the employers at the 
standard rate, and all sums paid to employees by way 
of return’ of contributions or in lieu of pensions are 
taxed on the trustees at one-quarter of the standard 
rate. 

11. To be approved by the Commissioners under 
Section 379 a fund must: 


(a) Be established under irrevocable guer in con 
nection with a trade carried on in the United 
Kingdom by a perpen residing in the United 
Kingdom. 

(6) Have as its sole purpose the provision of retirey 
ment pensions for employees or survivor pen- 
sions for the widow or dependants. 

(c) Receive contributions from the employer (but 
not necessarily from the employee) and be 
recognized by the employer. and the employees. 


The Commissioners may approve part of a fund the 


rules of which go beyond these limits but the approval 
can only extend to these limits and the Commis- 
sioners May impose such conditions to the approval 
as they think fit. 

12. The Commissioners may make regulations to 
charge tax on returned contributions or on commuta- 
tions of pensions, to withdraw approval if the fund 
ceases to satisfy the conditions, and to decide what 


contributions are ordinary annual contributions. The 


ordinary annual contributions of employers and 
employees are deducted as expenses from total 
income and, therefore,- the relief of tax is at the 
highest rate to which they are liable. Contributions 
by employees for dependent pensions, -however, are 
allowed first under Section 225 as life assurance, and 
only the excess over {100 is allowed as expenses. 
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This is because of the provision that no allowance is 
to be made under Section 379 for which relief can 
be given under Section 219 or 225. 

Extraordinary contributions of employers are 
spread forward for income tax over such number of 
years as the Commissioners determine. For profits 
tax the spread is forward over twenty years. 

Extraordinary contributions by employees are not 
allowed to be deducted at any time, but the effect 
of the prohibition can be avoided by increasing the 
ordinary annual contribution so as to provide the 
same benefits by retirement date as if an extraordinary 
contribution had been’ paid and the ordinary 

“annual contribution had not been changed. 

13. The investment income of the fund is exempt 
from income tax. If the fund is large enough to 
undertake some underwriting of stock exchange issues 
as part of its investment activity, the underwriting 
profits earned on stock which is not taken up are not 
exempt from tax. 

d ‘The fund need not necessarily invest its contribu- 
‘tion income in securities. It can invest its income in 
annuity bonds with an assurance company. In such 
case, the contract with the assurance company Is 

,; contained in a.policy, the terms of which need not ~ 
and usually do not- correspond exactly with the 
terms of the trust as evidenced by the rules and 
the deed. 

14. Overseas employees of a United Kingdom 
business can be members of approved superannuation 
funds, but not the employees of an overseas subsidiary 
of a United Kingdom business. 

In practice, some latitude is permitted on this 
when employees who are normally employed in the 

United Kingdom business are seconded to an 
‘Gveiseas subsidiary. 

15. Pensicns paid by an approved superannuation 
‘fund are paid under deduction of tax under P.A.Y.E. 
unless the employment was exercised abroad for 
~hree-quarters of the period of employment. This 
regulation is varied in the case of pensioners who are 
resident in countries with which a double taxation 
agreement has been made with the United Kingdom. 
It is one of the standard clauses of these double 
taxation agreements that civilian pensions should be 
taxed only in the country of residence of the pen- 
sioner. 

16. In practice, the Commissioners have imposed 
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rather rigid conditions for their approval of a, 


fund which go beyond pure tax considerations as 
well F insisting on strict drafting of the rules so as to 
comply with the requirements of the sections. One 
of these conditions is to veto the provision for 
pensions exceeding £2,000 or two-thirds of final 
salary. 

These conditions and the general refusal to give 
any relief for retirement benefits in the form of 
lump sums beyond the limited life assurance relief 
induced employers to look for alternative benefits 
than pure pension funds which qualify for approval 
under Section 379. 


291 


Pensions, Mixed and Lump-sum Benefits 


17. In the search for alternative forms of benefit 
it was discovered that there was no bdr to giving an 
employee a right to a pension of unlimited amount 
so long as it was not funded or provided during his 
service. Moreover, if the employer arranged a retire- 
ment benefit in the form of an endowment policy on 
the life of the employee on which he paid premiums, 
the premiums were allowed to be deducted as 
expenses but nevertheless the benefits were free of 
tax. Also there were no limits to the, amounts which 
might be so provided. 

These facilities opened the way to an a abuse which 
had to be stopped. The result was the enactment of 
the sections which are now Sections 386-391 of the 
Income Tax Act, 1952. It is necessary to recall that 
these sections were designed to stop a loophole in 
order to. understand the way in which they have 
been drafted. They are more concerned with check- 
ing a leakage of revenue than in constructing a logical 
code of law on the tax treatment of retirement 
benefits. l 

18. In the first place, Section 386 in sweeping 
terms provided that the annual value of all retire- 
ment benefit schemes which was not already taxed 
by existing legislation should be taxed on the 
employees. 

Then section 387 let out certain schemes uncon- 
ditionally and let out other schemes only if the Com- 
missioners approved them. 

19. The following types of retirement benefits are 
let out unconditionally and do not require to be 
submitted for approval of the Commissioners under 
Section 386: 


(i) Statutory superannuation shen for civil 
servants — because they are usually governed 
by the Statute which enacts them and there is a 
general provision in Section 378. 


(ii) Superannuation funds which have already been 
approved under Section 379. 


(iii) Excepted provident funds in so far as they 
relate to employees earning {£2,000 or less, 
and the employer’s contribution does not 
exceed 10 per cent of the remuneration or 
#,100 per annum. 

For these the tax treatment is that employees’ 
contributions are not deducted: from total 
income. The employer’s ordinary contribu- 
tions are allowed as expenses and are not added 
to the income of the employees. Extraordinary 
contributions are not allowed as expenses. 
Benefits paid out from the fund are not taxable. 


(iv) Excepted staff assurance schemes in so far as 

they relate to employees earning £2,000 or 

. less and the employer’s contribution does not 

exceed 10 per cent of the remuneration or 
{100 per annum. 

_ The tax treatment is the same as for an 

excepted provident fund except that the 


292 


employees’ contributions, if any, rank for 
life assurance relief under Section 219. 

(v) Group life assurance schemes, without limit, 
which were in operation before April 6th, 
1947, and which are not confined to directors 
and to persons earning more than {£2,000 a 
year. 

The tax treatment is the same as for excepted 
staff assurance schemes. 

(vi) Pension arrangements which were in operation 
before April 6th, 1944, which could not be 
approved as a superannuation fund under 
Section 379. 

These would be mainly contracts to pay an 
unfunded pension. 


20. All other retirement benefit schemes must be 
submitted to the Commissioners for approval. If the 
arrangements are not submitted for approval or, 
if submitted, they are not approved, the value to the 
employee of the arrangement is added to the em- 
ployee’s income and charged to tax under Schedule E. 
This does not apply, however, if the employee is not 
resident in the United Kingdom. 

If the arrangement is an unfunded pension agree- 
ment, the eum to be added is the annual premium 
which would be payable to a third party to secure that 
benefit up to the date when it is due to commence. 

If the arrangement is a funded pension or a 
contract for a deferred annuity, or for a lump-sum 
benefit, the sum to be added is the premium actually 
paid by the employer. The employee can claim life 
assurance relief within the limits of Sections 219 and 
225 for the premium added to his income. 

21. It is to be noted that the sections only apply 
to rights which are legally secured to the employee, 
even if they are contingent on the happening of some 
event. Discretionary payments for which the employee 
could not enforce his claim in a court are not within 
the scope of the sections. Moreover, benefits which 
are payable solely by reason of death or disability in 
the service have been excluded from the definition 
of retirement benefits for the purpose of Section 386. 

22. The limits observed by the Commissioners in 
approving a scheme are fairly traceable from Section 
388, but discretion is given to the Commissioners in 
order to avoid rigidity in the face of very varied 
arrangements.. The Commissioners must approve 
schemes which satisfy the following criteria: 

(i) That the benefit is only payable on retirement 
at a specified age. 

(it) That the nature of the benefits (but not, of 
course, the amount) is the same for all ‘the 

. persons in the scheme. 

(iit) That the proportion of lump-sum benefits 
compared with non-commutable pensions does 
not exceed one-quarter of the total benefits. 

(iv) That the aggregate value of the bencfits is 

- reasonably comparable with statutory super- 
annuation schemes, that is, a proportion of the 

. average or of the latest salary for each year 
of service. 
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(v) That the pensions are non-assignable. 
(vi) That no years of seryice are counted in which 
the beneficiary was a controlling director. 


In exercising their discretion, the Commissioners 
can have regard to all other retirement benefits to 
which the employee is entitled. They may approve 
part of a scheme and disapprove the rest. 

23. Although there is greater latitude to provide 
mixed benefits (that is, a pension combined with a 
lump sum) in schemes ‘approved under Section 388, 
it should be recalled that there is no exemption for 
the investment income of the fund if there ts one and, 
moreover, if the scheme involves contributions by 
the employee he cannot deduct them from his 
income for tax purposes. The limitations of super- 
annuation funds which can be approved under 
Section 379 carry with them more liberal tax treatment. 
It is possible to get the best of both groups of sections 
by creating an approved superannuation fund for the 
pension benefits and by creating a separate life 
assurance scheme for the lump-sum benefits. 


Statutory Superannuation Schemes 


24. It is the general rule which is expressed in 
Section 378 that where superannuation allowances or 
gratuities are payable on their retirement under a 
general Act of Parliament, and the civil servants have 
to contribute towards the cost of them, these contribu- 
tions are deducted from total income for tax purposes. 
If any contributions are repaid, they are repaid under 
deduction of that amount of tax which has been 
allowed òn them, and tax is also deducted from 
interest which would have been payable year by year 
when it accrued. 

This is different from the procedure laid down for 
superannuation funds approved under Section 379. 

In keeping with this principle a contribution to the 
national insurance scheme for retirement pensions ig 
deducted from income for tax purposes, and the 
retirement pensions are taxable in principle, although 
most often they are cleared of tax by’ personal 
allowances. 

25. There are, Regen two exceptions to this 
general principle: 

By Section 384, contributions by civil servants for 
widow benefits under the Superannuation Act, 1949, 
may not be deducted from income. A similar pro- 
vision applies to contributions by judges under the 
Administration of Justice (Pensions) Act, 1950. The 
reason given for this unusual enactment is that the 
premiums were scaled to amounts equivalent to 
what the gross premiums. would have been after 
tax had been deducted. It does not, however, allow 
for the fact that not all the contributors pay the same 
rate of tax. 

The other exception to the general rule is that 
contributions by Members of Parliament under the 
House of Commons Members Fund Act, 1939, may 
not be deducted from income. The income of the 
fund itself is exempt. (Section 385.) 
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Comment 


26. It cannot be alleged that the tax law relating 
- to retirement benefits is in a logical and tidy state. 
There are notorious gaps in the provisions which are 
manifestly unjust. The legislation has been passed at 
different times with no clear idea of a common 
principle running through it. This is the reason why 
the inquiry was initiated and entrusted to the com- 
mittee under J. Millard Tucker, oc 

Until new legislation is passed it is necessary to 
refer to the precise sections of the Income Tax Act 
in order to ascertain which provisions are relevant 
to the circumstances in question or to see which 
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pension would not be chargeable to estate duty. 
The deceased should not retain any right of 
nomination of the dependant whom he desires 
to benefit. 

A trust to pay one or more of a named class 
of beneficiaries would be charged to duty as a 
separate estate. It 1s necessary that someone, 
that is, the employer or trustees, should be 
able at the date of death to refuse the benefit 
before the benefit can escape estate duty. The 
fact that the employer after the date of death 
did in fact nominate a beneficiary or did not 
in fact veto the grant of benefit would not make 


the provision chargeable to estate duty so long 
as at the moment of death it was possible that 
no benefit would arise to any identifiable 


‘ sections give the best financial result amongst differ- 
~ ent methods of constructing benefit schemes for a 
| given group of employees. To résumé these and to 


„give a ready reference, the relevant sections are listed 
at the end. 


Death Duties 


_ 27. There is normally no difficulty with a pension 

which is payable only for the life of the ex-employee. 

It dies with him and leaves nothing to be charged. 

The difficulty arises on property which passes on 

his death. 

(a) All property of which the deceased is competent 
to dispose is part of his estate and is dutiable, 
together with the rest of his property. In the 
field of retirement benefits such property can 
include: 

(i) An endowment or life policy assured on 
the life of the deceased which becomes his 
property on maturity because the policy 
was in his name, or because of an individual 
contract, or under the rules of a retirement 
benefit scheme. 

. (ii) A pension payable for the joint lives of the 
employee and his widow is aggregable with 
the remainder of his property and must be 
valued as at the date of death by reference 

p to the age of the survivor. 

(b) An annuity provided by the deceased of which 
he is not competent to dispose is chargeable to 
estate duty but as a separate estate. It is not 
aggregated with his other property. A pension 
provided by the deceased for his widow in a 
retirement benefit scheme which is separate and 
distinct from his own retirement pension is an 
example of such non-aggregable property. 

The widow’s pension under the national. 
insurance scheme would be such property, 
but since its value is less than £2,000 it is not 
chargeable with duty. 

(c) A widow or dependent benefit can be provided 
which is free of estate duty so long as it is not 
provided by the deceased and he has no say 
in the granting of the benefit. A non-contribu- 
tory scheme for the provision of widow or 
dependent benefits in which the employer 
(or the trustees) retain the right to nominate 
the beneficiary or to fix the amount of the 


person by reason of the death. 


List of Relevant Sections of 
the Income Tax Act, 1952 


Part VIII, GRADUATION 


Section 219. Premiums on policies or contracts made 
in connection with a retirement benefits scheme to 
be granted relief of tax. 

Section 225. Deductions from salary under an Act or 
under terms of employment for widow benefits to 
be given relief of tax. 

Section 226. Supplementary provisions to Sections 
219 and 225. 


Part XVII. RETIREMENT SCHEMES 


Section 376. Voluntary pensions made chargeable 
under Schedule E. 

Section 377. National Insurance pensions made 
chargeable under Schedule E. 
Section 378. Statutory pension schemes: contributions 

deductible and pensions chargeable. 

Section 379. Approved superannuation funds. 

Section 380. Exemption of wounds and disability 
pensions. 

Section 381. Exemption for income from funds of 
National Insurance supplementary schemes. 

Section 382. Exemption for income of India Family 
Pension Funds. - 
Section 383. Exemption for income of Colonial 

superannuation schemes. 

Section 384. No deduction for contributions to widow 
benefits by civil servants under the Superannuation 
Act, 1949. 

Section 385. No deduction for contributions by 
Members of Parliament under House of Commons 
Members Fund Act, 1939. 

Section 386. General charge to tax of the value of 
retirement benefit provisions by companies for 
directors and senior servants. 

Section 387. Certain exemptions from liability under 
Section 386. 

Section 388. Principles for approval by Commis- 
sioners of retirement benefit schemes. 

Section 389. Aggregation and severance of schemes. 

Section 390. Definitions. 

Section 391. Sections 386-390 extended to unincorpor- 
ated bodies. 

Section 525. Definition of earned income includes 

. retirement and dependants pensions. 
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FINANCE AND COMMERCE 


The .growing number of dividend increases by 
leading companies has restored a measure of con- 
fidence to stock-markets. The cumulative effect of 
these higher payments has been to tempt buyers 
back to first-class equities. 


Isaac Holden 


This week’s reprint gives the accounts for the year to 
November 30th last of Isaac Holden & Sons Ltd, 
commission wool-combers, scourers, grease extractors, 
etc. It has been a year of ‘an abundance of good trade’. 
' Most of the time, the mill has been running at full 
activity with work-people responding well to the call 
for overtime working which went on more or less 
continuously throughout the year. 

It has, moreover, been a year in which the directors 
have been able to see the company gaining the 
advantage from the re-organization and re-equip- 
ment carried out during the last few years. Quality 
of combing was very much higher; working conditions 
were ‘immeasurably better’; production costs were 
lowered or held in check in a period of rising prices. 

The chairman, Mr Stanley P. Raper, gives a very 
striking example of the economy which in these days 
of high coal prices and short supplies is worth 
attention. He points out that the new power plan has 
run fully for the year in which the company produced 
a similar weight of top and noil to that produced 
in 1948. The consumption of coal, however, was 
11,000 tons less than in that year. 

At today’s prices, the saving in coal represents a 
saving in money of £42,000. With the threat of a 
further rise in the price of coal, says Mr Raper, 
shareholders will appreciate the difference the more 
economical use of fuel is making to the company’s 
results and readers will see for themselves what the 
_£42,00¢ means in the context of the reprinted 

accounts. i 
Coal Saving 


Whatever opinions one-may have about the way the 
problem of coal poverty in a land of plenty is being 
handled, there is the inescapable fact that this country 
is in a precarious position. It is not merely a question 
of saving money- always an objective of good adminis- 
tration — the national interest demands the most 
economical use of the national asset. 

What one company has done in this direction and 
others are doing, still more could do. And as we learn 
by the practical experience of others, we think this 
point about coal saving a most important point of 
reference by company chairmen. In fact, it should be 
a point of honour to be able to record in a report 
that so many tons and so much money has been saved 
and a point of honour also with those who have 
not already done so, to get going with a coal economy 
campaign. Economy can range from more efficient 
stoking to the installation of modern equipment. 
Much can also be done by modern heat insulation 


methods. The Coal Utilization Council will be only | 


too ready to help. 


Half-Century 


The 1953 accounts of Bell & Nicolson, Ltd, wholesale 
textile distributors of Birmingham, mark the com- 
pany’s fiftieth anniversary. The event for the ordinary 
shareholders is marked by a 24 per cent jubilee bonus 
of £8,903 net, on top of the i5 per cent dividend 
which raises the appropriation for the staff profit- 
sharing scheme to £13,052; and in addition to the 
normal contributions, the company has donated a 
special {1,000 to trade charities. 

The company started in 1904 with an issued 
capital of £65,000 on the death of the Mr F. H. Bells 
who founded the business in 1885 — it was £65,000, 
however, of 1904 £s. This year, the chairman, 
Mr H. C. Bell, discusses that present day value of ` 
the company’s properties. Pointing out that the totaly 
of shareholders’ interests appears in the consolidation 
at £1,820,845, he says ‘any assumed increment 
arising from undervaluation of fixed assets is not 
easy to assess’, 

The Board sees no benefit accruing to the company 
from a revaluation at the present time but Mr Bell 
dissects the property item and explains that the 
properties are insured for more than {1 million in 
accordance with their architect’s estimate of replace- 
ment cost. The figure, he says, is naturally in excess of 
market value but excludes site values which stand at a 
low figure of under £ 100,000. The directors, he adds, 
are strongly opposed to any suggestion to mortgage 
the future of the business by selling the properties 
at a capital profit and renting them back at a hight” 
annual charge. — 

Election Elation 


One of the blessings of democracy discovered by the’ 
Sudanese was the occasion for a day off at election 
time, Absenteeism increased alarmingly, says Mr 
Kenneth M. Carlisle, chairman of Liebig’s Extract 
of Meat Company Ltd (the proprietors of ‘Oxo’), 
‘when many employees left temporarily to take part 
in the diverting novelty of a poll’. 

Liebigs, with widespread interests abroad, has a 
big foreign exchange position which in the con- 
solidated balance sheet is broken down into ‘sterling’ 
and ‘non-sterling’. Assets and outside liabilities are 
stated under these heads in side-by-side columns 
which are carried further right to total beside which 
is the total figure for the previous year in red. 


Money Market. 


With applications at a record £412,905,000 for the 
£270 million of Treasury bills offered on March 
sth, the market obtained 48 per cent of requirements 
at the maintained bid. The average rate was 
£2 1s 3°83d per cent, and this week’s offer is £270 
million. 
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WEEKLY NOTES 


Budget Day 


It was announced in the House of Commons on 
March 4th that the Chancellor of the Exchequer 
will present his Budget to Parliament on Tuesday, 
April 6th. We hope to discuss the Budget and to sum- 
marize the taxation proposals in our issue of April 
roth. 

Auditor’s Valuation of Shares 


The decision of Harman J., in Dean v. Prince, which 
we reviewed in our issue of July 4th, 1953, has now 
been reversed in one respect by the Court of Appeal 
(The Times, March 6th, 1954). It concerned the 
valuation of 140 of the 200 issued shares in Dean and 
(Mulhall Ltd, a private company carrying on a light 
ngineering business in Sheffield. The owner of the 
40 shares having died, they fell to be purchased by 
he directors 
“ ‘at such price as is certified in writing by the auditor 
to be in his opinion the fair value thereof at the date 
of death, and in so certifying the auditor shall be 
considered to act as an expert and not as [an 
arbitrator].’ 
The executrix of the deceased was dissatisfied with 
the auditor’s valuation of £7 a share. The latter 
informed her, in answer to her inquiries, that the 
shares had been valued on their aliquot proportion 
of the break-up value of the assets. Reasons having 
been thus given, Harman J. held that the Court was 
entitled to consider their correctness. In view of the 
fact that the business was operating at a profit, he held 
that the value of £7 could not be supported and he 
ordered that the company be restrained from acting 
‘on it. He declined to lay down an alternative figure. 
In the Court of Appeal the defendants did not 
contest the right of the Court to interfere, but con- 
tended that the process by which the valuation at £7 
a share was arrived at, could not be impeached. The 
Master of the Rolls said there was no applicable rule 
of thumb or accounting principle which fixed or 
fimited the possible basis of calculation to be adopted. 
In the case of a private company, carrying on a 
profitable business, a sound and obvious basis of 
calculation would be in accordance with the expecta- 
tion of profit for the future, particularly where the 
shares in question would constitute a majority holding. 
The accountant had rightly rejected any such basis 


in the present case, for there was a continued expecta- ` 


tion of loss which would produce a negative result. 
It seems that the reference to profit in Harman J.’s 
judgment was to profit before-deducting the directors’ 
remuneration. The Master of the Rolls observed that 
the directors were working men whose remuneration 
must be regarded as expenses of the business. 
Such deduction turned the profits into losses. More- 
over; Harman, J. had not considered the effect of a 
contract by the executrix to sell to the company for 
£5,000 the factory which it occupied. It was doubtful 
whether the premises were worth so much. The 


j 


company had been said to be trembling on the brink 
of insolvency at the relevant time (1951). 

The Master of the Rolls was reluctantly compelled 
to the conclusion that, though the accountant erred 
in principle in treating himself as bound by ‘account- 
ing principles’ to regard only the break-up value, 
the plaintiff had nevertheless failed sufficiently to 
establish that a consideration of the plant in situ or 
otherwise would produce in all the circumstances, a 
figure materially different from £7. The other two 
learned judges concurred. 


Telephone Productivity Report 


The productivity team representing the British Post 
Office Engineering Department which visited America 
last year to study the maintenance of automatic 
telephone exchanges in the United States, published 
its report on Monday. It states that the average 
quality of the telephone service in America is ‘very 
little better’ than in this country. The American 
subscriber, however, is more satisfied with the 
attention he gets because of the tactful manner in 
which complaints are handled and the excellence of 
the repair service. The report is mainly technical in 
character, but there is much information of general 
interest in its eighty pages. 


Lower Deposits and Higher Advances 


In the four weeks which ended on February atb, 
net deposits, according to the figures of the London 
clearing banks, fell by £222 million. It will be recalled 
that there was a similar substantial decline.in deposits 
in the preceding four: weeks’ period. These heavy 
falls are a reflection of the large influx of revenue 
into the Exchequer, a seasonal flow which is par- 
ticularly large this year. In the seven weeks of the 
year up to mid-February there was a decline of £360 
million which constitutes a record for this period of 
the year. 

But there is one important difference between the ` 
results of this and the preceding period. Whereas in 
January advances were quite significantly lower, 
there was a sharp recovery during February caused 
by the calls made by the private sector of the economy 
for bank accommodation. Advances were £46°9 
million up on the month which effectively wipes out 
the fall of the previous period. Advances thus 
recovered to a level which was only £32 million below 
that for a year ago and the increase has taken place 
over all the banks making returns. 


Another Car Merger Prospect 
It has been announced this week that preliminary 
talks have taken place between the Standard Motor 
Company and the Rover Company to effect a merger. 
1 Obtainable (es 6d post free, excluding air mail) from the 


SE Productivity Council, 21 Tothill Street, London, 
Wr. 
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The present intention is that each company should 
continue as a separate entity with such co-ordination 
of activities as may prove desirable. One of the 
attractions to the parties in coming together is that 
Standard have available capacity at Coventry and 
Rover are in the position of having to find capacity 
outside their existing factory space. This link-up 
would also put the world-wide Standard-Ferguson 
sales organization at Rover’s disposal and there may 
- also be certain technical advantages which will emerge 
in due course. For example, both companies are 
building gas turbine engines at the moment and in 
the long run there might even be some co-ordination 
on piston engines and on bodies. The range of engines 
in each case is not dissimilar and both companies are 
now placing orders for car bodies with Pressed Steel. 


At the moment, however, nothing so ambitious as a 


phasing of production requirements seems to be 
contemplated. These would come later as the result 
of experience of co-operation in other departments. 


Record Year for Building Societies 


Figures published recently by the Building Socteties’ 
Gazette, covering 137 societies including the 25 
largest ones; show that 1953 was a record year for 
the movement. The key figures are tabulated below: 


LIABILITIES 
Balance due to shareholders 
Balance due to depositors. . 
Bank loans, other liabilities and 
provisions 
Reserves (including unappropriated 
profit) 


Total liabilities 


ASSETS 
Balance due on mortgages 
Investments 
Cash at hand and at bank. . 
Other assets ei e 


Total assets.. 


RECEIPTS AND PAYMENTS 
Total receipts from borrowers 
Amount advanced on mortgage .. 
Interest on shares and deposits 

' Interest received on mortgages 
Income and profits tax 


NUMBER OF ACCOUNTS 
Shareholders 
Depositors .. 
Mortgages .. 





There are two outstanding features about these 
results. First it is clear that the societies have benefited 
from the recent impetus given to private house 
building. Second, the movement has attracted a 
notable amount of money as shareholdings. It is 
funds from this source which have been available to 
finance the expansion in mortgages which have been 
taken out in the developing private housing boom. 


i 
D 
H 
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Output in January 


Industrial production started the new year well. 
In January a new peak level was achieved according’ 
to provisional estimates and is expected to have been 
between 126 and 127 against 118 for January 1953. 

In October last year industrial output broke 
through to a new high level and the signs are that 
the good results in the last quarter of last year. have 
been carried forward into this one. It is, therefore, 
certain that the fiscal year now drawing to a close. 
will have benefited right through from buoyant: 
industrial production, which has been able to take 
care of rising purchasing power, as well as a recovery 
of recent months in the level of exports. It may well 
prove to be unique in 1953-54 that record industrial 
production was built up at a time when the world 
price level for commodities and raw materials wi 
falling on the average. Here has been a combinatio; 
of circumstances which any Chancellor of t 
Exchequer of the past might envy, for it has eat. 
that two key factors to combat inflation have be 
in operation quite fortuitously. This means healthy 
economic conditions for the whole fiscal year and 
the prospect of good fiscal revenue for the next one ~ 
since on the whole taxes are paid on the profits of 
the previous year. | 


| 
United States Business Decline Continues 


Business sentiment in the United States is somewha 
better at the moment than the business statistics. 
During January, industrial production was 7 per cent 
lower than at the same time a year ago and oud 
10 per cent below the level of July 1953. The outpu 
of cars has increased although stocks of new auto- 
mobiles are thought to be the highest in the industry’s 
history. The Commerce Department has stated t 
the volume of new orders was, overall, 8 per cent 
lower than had been expected, although soft goods 
were only 2 per cent below expectation. There is ¢ 
good deal of evidence to suggest that there has beer 
a considerable downward adjustment in industrial 
stocks and that this process is continuing. 

A good deal of the business confidence which is 
clearly not supported in any positive way by the statis- 
tics for January comes from the maintained level o: 
consumer spending. Over the country as a whole i 
was running at the beginning of the year at the sam 
level as at that time in 1953. Neveitheless, there ha: 
been a much more severe fall in consumer credi 
purchases than is usual at that time of the year. I 
declined by $771 million in January compared with : 
fall of $153 million a year ago. This was the firs 
drop for twenty-two months. 

It is therefore clear that the world has been livin 
with an American recession for some time. So far th 
adjustments have been orderly but the Administra 
tion has already gone on record as saying that if ther 
is no improvement in business by the time the Marc] 
figures are published (notably in the employmen 
statistics) official action will be „taken to avoi 
further recession. | 
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CORRESPONDENCE 


Letters must be authenticated by the name and address of the writer, not necessarily for publication, 
The Editor does not necessarily agree with, or hold himself responsible for, the opinions expressed. 


The Universities Scheme 


Sir, - With reference to your article and the corres- 
pondence on the universities scheme, we do not 
consider that the primary cause of its apparent 
failure is that suggested by Mr A. B. Evans, B.a. 
(February 2oth issue). 

When the average intending accountancy student 
is considering whether to pursue his studies in the 
usual manner or to read for a degree exempting him 
from the Intermediate examination of the professional 
bodies, he is discouraged, after having perused the 

niversity ` prospectuses, from taking the latter 
ourse by the fact that in most cases it is obligatory 
read a foreign language or some purely academic 
bject such as philosophy as well as the three main 
ubjects. Some justify the inclusion of such studies 
in that they are a liberalizing influence. Whilst not 
denying this, we wonder why our fellow students in 
the law faculty, or even those studying medicine 
are not under the same obligation with regard to these 
subjects, which both to them and to the accountancy 
student are incongruous with their respective 
professional studies. Surely the answer is to be found 
in the fact that the law and medical students require 
all their time to specialize in their own fields. We 
ay ask whether the position is any different for an 


accountancy student? Yours faithfully, 
R. K. CROFT. 
Sheffield. P. WOOLFSON. 


orřėspondents on the universities scheme, It seems 

greed that a period at a university is a beneficial 
pntroduction into- the training course of a chartered 
Accountant, although some practitioners may find it 
difficult to assimilate graduate articled clerks into the 
office organization. 

The Institute has long recognized the benefit of a 
Iniversity course and graduates have had the period 
farticles reduced to three years. So the new combined 
cheme is apparently intended to induce more 
iccountancy students to go up to a university and 
yatticularly those who would not have done so in the 
ordinary way. 

In the view of Mr A. B. Evans (February 2oth issue) 
he scheme is not sufficiently attractive because there 
s little or no reduction in Che overall minimum 
riod for qualification. Nevertheless, as Mr F. J. 
layward (March 6th issue) points out, it would take 
. first-class scholar or at least a good examinee (not 
ften the same thing) to qualify within this time. The 
dvantages for the normal student are that he 
ommences his correspondence course already well 
‘rounded in the examination subject, and is exempted 
rom the Intermediate so that he can reasonably hope 
9 qualify after taking the whole course in 5% years. 


G — I have read with interest the comments of your 


These advantages are made possible by making 
the university course essentially a vocational one, and 
in my view it would be a mistake to shorten the 
period before qualifying for those taking advantage of 
the scheme if by ao doing those wishing to read 
different subjects for a degree would be corres- 
pondingly further handicapped and would therefore 
reluctantly opt for the combined course. 

The scheme is an alternative to, but not a substitute 
for, the old six-year course whereby the academically 
trained honours graduate freshly commenced his 
practical training including its complementary theo- 
retical side, and it would be a pity if the profession 
should not recruit this type of graduate as before. 

Yours faithfully, 
STUART M. LEVER, M.A., A.C.A. 
London, EC2. 


Str, — The letter of Sub-Lieut. Hayward in your 


March 6th issue, reminds me of: 

The operatives in a North Country mill were 

divided into ‘roughers’ and ‘finishers’, and the 

‘finishers’ were rather inclined to look down on the 

‘roughers’. At the works’ outing, a ‘rougher’ having 

duly taken the meat off a tasty leg of a duck, put 

the bone on his neighbour’s plate — ‘Here, Bill, you 
finish this while I rough another’. 

In response to your correspondent’s request, may 
I give my views? 

The accountancy world may be likened unto 
cleaning boots, and many folk besides accountancy 
graduates, think shining is all that matters. They 
forget that ‘Boots’ must, after hotel guests have gone 
to bed, collect their shoes, chalk the bedroom 
number on them, take them down to the scullery, 
get out the tackle, put his coarse apron on, scrape off 
the mud, black the boots, then shine them, place 
them all outside the proper bedrooms and then put 
away the tackle tidily. And that’s the danger, the 
‘shiners’ of shoes often think that somebody else is 
going to act as Polly — particularly if he is the best 
‘shiner’, and even if he is not. 

Some offices like accountancy gtaduates and some 
don’t. 

If your readers can stand yet another simile and 
as I have been in practice over fifty years, some of the 
junior members may be interested in what I wrote 
many years ago: 


“Whenever I engage a new articled clerk or junior 
boy, I tell him — few people (at any rate we can’t) 
raise a chicken merely for the breast of it, somebody 
has to have the rest: the gizzard, the neck, the back, 
and so on; but if properly carved there is a bit of 
breast for everybody. Somebody in the office has to 

. work out the stock-in-trade, do the adding up, 
check the posting, and so on, but there is a share of 
the pleasant work, preparing the draft accounts, 
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doing the income tax computations, writing up 
executors’ accounts, and so on — that is, a bit of the 
breast. So you will agree, having listened to what 
some of you may think tripe, you are entitled to a 
bit of the breast, and what... . 
Yours faithfully, 
SEVERN-WYE. 


Garden Produce and Income Tax 
Sir, — In your issue dated June 2nd, 1951 (page 537), 
it was suggested in an article by Mr Wilfred Tullett 
that concessional treatment was available whereby 
the proceeds of the sale of garden produce grown in 
the acre of ground surrounding a house would not 
attract income tax. 

We have mentioned this concession to an Inspector 
of Taxes in connection with a case parallel to the one 
quoted in Mr Tullett’s article, but the Inspector has 
made it abundantly clear that he is not making any 
concessions of this nature. 

We should be interested to learn whether any other 
readers have come across this point, and if so, what 
results they have obtained. Yours faithfully, 

WINN OR LOSE. 


{Mr Wilfred Tullett writes: I have had correspondence 
on this matter from accountants in various parts of 
the country, and I find that the concession is now by 
no means universal. I have had the concession where 
ground surrounding the house was nearly all covered 
by plum and other fruit trees, and the fruit was sold 
commercially, Under similar circumstances the con- 
cession has been granted where my client sold 
flowers commercially. In the district where I carry on 
my practice, large numbers of the wives work on the 
ground alongside their husbands: if the concession had 
not been granted to me, my counter would be to charge 
part or the whole of the wife’s wages. If wife’s wages 
had not been paid in the year but the wife had worked 
on the ground, I would instruct my client to pay his 
wife now for one year retrospectively ~ which would 
have the same effect. Alternatively, the income from 
the land round the house could be allocated to the 
‘ wife as earned income, and in many cases this would 
swamp the tax liability. Much the same result can be 
obtained in connection with farm accounts by allocating 
the income from poultry and eggs as wife’s income only; 
with, say, 1,000 poultry this can cause quite a flutter 
in the tax computations!] 


Section 55 and Non-distribution Relief 


Sir, — I was interested in reading the letter from 
your correspondent Mr R. L. Stephens, in the issue 
of March 6th. 

I am now dealing with a valuation of shares for 
estate duty purposes. It would, therefore, be very 
useful if Mr Stephens would amplify the information 
as to the circumstances in which 10 per cent of the 
total non-distribution relief was allowed as a deduc- 
tion, and why only ro per cent. 

With regard to the Duffy case, I have recently 
heard of a case in which income tax for the current 
year has been allowed as a deduction from the 
valuation. Yours faithfully, 

London, ECa2. J. W. LUSSIGNEA. 
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Section 55 and Excess Profits Tax 


Sir, ~ I am at the moment dealing with a valuation for 
estate duty purposes in connection with the shares of 
a deceased member who had an over ṣo per cent 
control in a director-controlled company. Arising 
out of the valuation under Section 55 a building 
which was the principal asset in the company has 
been valued at £40,000 as against the book value of 
approximately £5,000. 

Some time ago, I wrote the Estate Duty Office 
pointing out that during the period of the war when 
excess profits tax was in force, the company had a 
director standard represented by two directors at 
the appropriate rates. Following the valuation of the 
building (on a break-up basis) I wrote the Estate Duty 
Office pointing out that if it had been known during 
the incidence of excess profits tax that the buildin 
had anywhere near a valuation of {40,000 it woul 
presumably have been permissible to raise t 
question of a standard on a capital basis. 

Incidentally, the standard on the basis of th 
buildings at £40,000 would have been somewhere in 
the region of £5/6,oco as against a standard of {£3,000 
or a little more according to the varying Finance Acts. 

In reply to the communication referred to I had a 
letter from the Estate Duty Office to say that they’ 
had not any concern with the position for excess 
profits tax purposes. 

I am wondering if any of your readers have had an 
experience of a similar position and whether or not 
they have been able to derive any benefit for excess 
profits tax purposes or for estate duty purposes from 
the position arising. Yours faithfully, 

F. S. A. A. 


[If the value of the building proves to have been 
miscalculated when returns for excess profits taf 
purposes were being made, it is at least worth making! 
a claim to relief under the ‘error or mistake’ provisions 
contained in the Finance (No. 2) Act, 1945, Section 35, 
and Fifth Schedule. Apart from the legal positio; 
the Inland Revenue may be willing to reopen past 
computations as a matter of grace. — EDITOR. |] 


Back Duty 


SIR, ~ In the Back Duty Manual, by Mr A. J. Roper, 
most accountants will find the chief interest in th 
chapter ‘Settlements’. 

Mr Roper states that: 


“When considering the question of culpability th 
accountant must distinguish what he himself know 
of the case and what the Revenue Departmen 
knows. The accountant may have had great difficul 
in obtaining his client’s co-operation in making 
full disclosure but, however great the accountant’ 
difficulties, from the point of view of a settlemen 
the fact that the disclosure was a complete one is th 
important matter. Again, during his working of th 
case, the accountant may have come across instance 
where there was definite evidence of fraudulen 
evasion but it may be that the Inspector knows littl 
of this and hence assumes that the case has n 
serious features. It is, therefore, most important fo 
an accountant to estimate fairly accurately th 
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Inspector’s view of the case and he must make every 
effort during his earlier interviews with him to 
ascertain how much knowledge the Inspector has 
concerning the culpability of the taxpayer. It is 
probable that the Inspector’s knowledge is in very 
general terms; indeed, if the accountant has conducted 
the case properly, the Inspector’s detailed knowledge 
of any fraudulent evasion should be extremely small’. 
(Italics my own.) 

What is one to make of those words in italics? 
o they mean that the accountant, in Mr Roper’s 
ew, should withhold information from the Inspector 
mcerning the nature and methods of the frauds 
‘actised? How are they to be reconciled with the 
ords regarding full disclosure earlier in the excerpt? 
Sooner or later (see the form of certificate quoted 
1 page 69 by Mr Roper) the Inspector is going to 
for an assurance from the taxpayer that, inter alta, 
facts bearing upon his liability have been disclosed 
he Revenue. Is it not, therefore, particularly 
gerous to young readers to implant in their minds 
f idea that partial disclosure may be sufficient, if 
is is what Mr Roper intends to convey? How do 
ey know it is sufficient, and have they carefully 
arned the client of the possible financial effect on 
e settlement of discoveries of matters not disclosed? 
'The great interest of the accountancy profession in 
is point is that it has been our pride that the 
‘ofession is aware that the Revenue machine could 







nak work without us and that the tax Inspectorate 


always rely on the integrity of the profession. 
Yours faithfully, 
Glasgow, C2. A. G. McBAIN. 
nema Lease and Wear and Tear Allowances 
R, ~ A client has undertaken the lease of a cinema. 
ts of the rent paid is stated in the lease to be for the 
emt the equipment. installed in the cinema. 
esumably, Section 299, Income Tax Act, 1952, 
pliés, thus making an annual allowance for wear 
¥ tear claimable, since the lease states that the 
1ipment must be delivered up in good condition at 
: end of the period. 
A premium of {400 was paid for the lease. An 
rentory of the equipment is attached to the 
cument, but no values are shown thereon. Can 
ders sa on what figures the annual allowances will 
calculated, bearing in mind the fact that many of 
: items of equipment are different in type (thus 
racting different rates of allowance) and also some, 
th as matting, do not attract any allowance at all 
t are dealt with on a renewals basis? 
Yours faithfully, 
À TAURUS. 


Checking Invoices 

,— If the calculations on an invoice are created 
rinally by a comptometer, to what extent is it 
essary to check the original calculation also by 
aptometer? ` 

i company dispatches several thousand invoices 
month; with an average entry of four lines on 
h invoice; over a wide range of prices per ton and 
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per unit; several discounts deducted and added; 
carriage charges added separately; the invoice totals 
vary from pence to hundreds of pounds. All the 
prices inserted are checked completely by retrospec- 
tive audit, sometimes a month afterwards. 

Can a reader, handling a large volume of invoices, 
state his practice of checking prices and calculations? 
Is there any reliable form of test-check? 

l Yours faithfully, 
L. 


The following letter is reproduced by kind permission of 
the Editor of ‘The Times.’ 
‘Bonus’ Share Issues 
TRUE SIGNIFICANCE MISUNDERSTOOD 


SIR, — Much of the misunderstanding regarding so- 
called bonus issues is due to misuse of the word 
‘bonus’. A bonus, as normally understood, is some- 
thing extra, such as a special and non-recurring cash 
addition to dividends or wages. 

Bonus issues involve no cash payment by a com- 
pany: on the contrary, by capitalizing profits they 
effectively prevent their disbursement as dividends 
(which in the financial circumstances of most com- 
panies would, in any event, be impracticable). Such 
issues, in addition to bringing the share capital more 
into line with the real capital employed in earning 
profits, contribute to the stability of companies, 
which must surely be nationally desirable and in the 
interests of shareholders, employees, and consumers. 

The proposal to penalize companies by special 
taxation on bonus issues appears to be based upon the 
mistaken impression that individuals are reaping 
substantial financial benefits from their issue. This 
benefit is limited, in most cases, to a small turn in the 
Stock Exchange value of the increased number of 
shares due to greater marketability and not to the 
higher nominal amount of shares possessing any 
greater intrinsic value than the original holding — 
£200 of assets is still {200 whether represented by 
100 shares or 200 shares. 

Mr L. F. Herbert asks in his letter in your columns 
yesterday how on earth a bonus issue can affect 
dividend policy. It should not. Whether dividends 
are or are not fair to companies and shareholders and 
justified in the national interest is a matter of opinion, 
and judgment on this matter should not be influenced 
by the irrelevant contention that bonus shares ‘are 
a device for increasing the amount of profits distributed 
while reducing the percentage rate of dividends’. 

If somebody could find a description other than 
‘bonus’ to convey the true significance of bonus 
issues it would remove a great deal of misunder- 
standing in the minds of ordinary people, including 
that of a widow known to me who sold her bonus 
shares and enjoyed spending the proceeds only to 
discover later that she had dissipated some of her 
small capital. Yours faithfully, 

R. KETTLE. 

5 London Wall Buildings, EC2. 

March 3rd. 
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OF CHARTERED 


ACCOUNTANTS IN ENGLAND AND WALES ` 
MEETING OF THE COUNCIL 


At a meeting of the Council held on Wednesday, 
March 3rd, 1954, at the Hall of the Institute, Moor- 
gate Place, London, EC2, there were present: 


Mr J. Blakey, President, in the chair; Mr D. V. House, 
Vice-President; Messrs H. Garton Ash, ong, M.C., 
W. L. Barrows, Sir Harold Barton, Mr T. A. Hamilton 
Baynes, Sir Bernhard Binder, Messrs C. W. Boyce, C.B.E., 
W. G. Campbell, P. F. Carpenter, W. S. Carrington, 
D. A. Clarke, D W. Cornwell, E. C. Corton, A. S. H. 
Dicker, M.B.E., W. W. Fea, G. R. Freeman, P. F. Granger, 
Sir Harold Howitt, ong, D.S.0., M.C., Sir Russell Kettle, 
Messrs W. H. Lawson, c.p.z., R. B. Leech, M.B.E., T.D., 
R. McNeil, K. A. E. Moore, S. J. Pears, C. U. Peat, M.C., 
P. M. Rees, M.C., P. V. Roberts, L. W. Robson, T. B. 
Robson, M.B.£, G. F. Saunders, Gilbert D. Shepherd, 
M.B.E., K. G. Shuttleworth, C. M. Strachan, ong, E. D. 
Taylor, G. L. C. Touche, E. Gordon Turner, M.C., A. D. 
Walker, Sir Nicholas Waterhouse, K.B.E., Messrs M. 
Wheatley Jones, E. F. G. Whinney, R. P. Winter, M.C., T.D., 
with the Secretary and Assistant Secretaries. 


Presentation of Prizes 


In presenting the following prizes to the under- 
mentioned candidates, who were able to attend the 
meeting of the Council, the President said: 
Gentlemen, 

On behalf of the members of the Council of the 
Institute I congratulate you on the success you have 
achieved in the recent examinations. 

On these occasions I always feel that whilst it is 
incumbent on the President to make some remarks, 
you may not be in such a receptive mood as this day 
must be one of rejoicing or at least quiet satisfaction 
on work well done. 

Commiserate, therefore, with a president who has 
the task to perform on two occasions during his year 
of office, I was only looking back on my previous 
effort the other evening to see if there was anything 
that I could usefully add to what I said before. 
Strangely enough, it still seemed relevant and I would 
therefore refer you for further enlightenment to The 
Accountant of October 17th, 1953. To leave it at this, 
however, would hardly be doing my duty and therefore 
I propose to give you two pieces of advice sandwiched 
in with a little personal philosophy. 

My first advice is to those who have passed the 
Final examination and will no doubt be applying for 
membership of the Institute. To them I would say 
that you are now in a profession and all that it implies, 
namely, a high standard of ethical conduct and a 
willingness to put your clients’ affairs before your own. 
Never forget that the future existence of the profession 
depends on the efforts of each individual member, and 
to your generation will the task be handed over to 
maintain and enhance the prestige of the Institute. 

You will naturally be deciding in the near future as 
to whether to practice in the profession or go into 
commerce. If your talents and inclination lead you to 
commerce, may I suggest that you remain engaged in 
professional practice for up to five years, if possible, 


because, in my opinion, the experience gained wil 
reap its reward in due course, even though temptin 
remuneration may be offered to you sooner. 

To those who have passed the Intermediate examina 
tion, you are experienced in examinations and it ) 
now a question of continued hard work to pass th 
Final. Your recent success must be a great stimulu 
to that end. 

Now for a certain amount of philosophy. There a 
two sayings which have helped me personally dun 
my life; both given to me by my father. The one 
(in David Copperfield) Mr Micawber’s advice, 
known it may be, but it can stand repetition — Inc 
20s, expenditure Tor 6d. Result, happiness. Inco 
20s, expenditure 20s 6d. Result, misery; and o 
other — I have forgotten to whom it was attributed 
reads as follows: ‘My riches consist not in tl 
quantity of my possessions but in the fewness ` 

my wants’, 

The best and final advice I can give you is not ' 
set too much store on material success, but cultiva 
a facility for dispensing the milk of human kindne 
to others and thus earn the friendliness and goodw' 
of your colleagues which will inevitably smooth ar 
make happy your progress through life and al: 
cultivate a sense of humour, taking care that it is 
kindly one and always be prepared to laugh at vo 
own foibles so that at the end of the road you m 
say with the Psalmist, ‘your lines have fallen 
pleasant places and yours is a good heritage’. 

Finally, our good wishes to you all in your fu 
careers — and now I will proceed to distribu 
prizes. 







Final | 

First Certificate of Merit, the Institute Prize, the W. 

Peat Medal and Prize, the William Quilter Prize, the O. . 

Railton Prize for the year 1953 and the Plender Prizes } 

the Auditing, the English Law (Part 1) and the English Li 
(Part IT) papers 


W. M. Hoffman (A. D W. Simon), London. 


Second Certificate of Merit, the Walter Knox Scholars} 
and the Plender Prizes for the Advanced Accounting (Part . 
and the Taxation ‘papers 


H. A. Sherman (L. W. Bingham), London. 


Third Certificate of Merit and, with one other, the Freder 
Whinney Prize 
T. A. Tansley (J. B. Pinnock), Bedford. 


Fourth Certificate of Merit 
P. Girolami (K. R. Gray), London. | 


Fifth Certificate of Merit 
R. P. Wrinch (E. N. T. Clowes), Ipswich. 


The Frederick Whinney Prize (with one other) 
H. B. Smith (J. G. Austin), Leicester. 


Plender Prize for the General Financial. Knowledge and 
Cost Accounting paper 
T. S. Semple (J. E. R. Vellacott), London. 


Aarch 13th, 1954 


Intermediate 


irst Certificate of Merit, the Institute Prize, the Robert 
‘etcher Prize, the Frederick Whinney Prize and the Plender 
"izes for the Book-keeping and Accounts (Limited Companies) 
and the Auditing papers 
D. Botterill (N. E. Frith), St Austell. 


Second Certificate of Merit 
C. I. Brown (M. L. Grant), London 


hird Certificate of Merit and the Plender Prizes for the 
sok-keeping and Accounts (Executorship) and the General 
Commercial Knowledge papers 
H. M. Grace (K. G. M. Harding), Liverpool. 
Fifth Certificate of Merit 
D. A. Huggons (R. McNeil), Hove. 
Ninth Certificate of Merit 
M. Thompson (C. M. Strachan), Hull. 
Sleverith Certificate of Merit and the Plender Prize for the 
Taxation and Cost Accounting paper 
~ M. Cottee (T. R. McBride}, London. 
Twelfth Certificate of Merit 
K. M. M. Shah (A. N. Chapman), London. 
Fourteenth Certificate of Merit 
L Jay (H. Bloom), London. j 
© C. M. Watson-Smyth (E. G. Turner), Manchester. 
e Seventeenth Certificate of Merit 
A. J. Hardcastle (B. W. Brixey), London. 
Nineteenth Certificate of Merit 
M. D. Weisberg (A. L. Westbury), London. 


ne, 


Re-admission to Membership 


me application for re-admission to membership was 
sceded to and one application was not acceded to. 


xemption from the Preliminary Examination 


our applications under bye-law 79 for exemption from 
e Preliminary-examination were acceded to. 


erg in Period of Service under Articles 
x 


applications under bye-law 61 for a reduction in 
e period of service under articles were acceded to. 


xemption from the Intermediate Examination 


hree applications under bye-law 85 (b) for exemption 
ym the Intermediate examination were acceded to. 


Final Examination 


wo applications under bye-law 86 for permission to 
an earlier Final examination were acceded to and 
o applications were not acceded to. 


Intermediate Examination 


e application under bye-law 81 for permission to 
an earlier Intermediate examination was acceded to. 


Articled Clerks in Industrial Organizations 


ae application under bye-law 58 (oc from an articled 
srk. to serve a part of his articles in an industrial 
ganization was acceded to. 


i . 
Articled Clerks engaging in Other Business 


e Counci] acceded to one application under bye- 
57 from an articled clerk to engage during his 
ice under articles in other business for the sole 
ose and to the limited extent specified in the 
lication. 
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Overseas Relations Committee 


Following the decision of the Council at its meeting 
on February 3rd, 1954, to set up an Overseas Relations 
Committee, the Council decided that Sir Harold 
Barton, Mr W. S. Carrington, Sir Harold Howitt, Sir 
Russell Kettle, Mr W. H. Lawson (as Chairman of the 
Parliamentary and Law Committee), and Messrs 
S. J. Pears, T. B. Robson and G. D. Shepherd, with 
the President and Vice-President as ex-officio members, 
be appointed members of the Overseas Relations 
Committee. 


Distribution of List of Members 


The Council decided that copies of the List of 
Members for 1955 and the following years should be 
sent only to those members who signify their wish to 
receive copies by completing a business reply card to 
be sent out with the annual report in the preceding 
April. 
Autumn Meeting, 1955 

The Council decided that the invitation of the Liverpool 
Society of Chartered Accountants to arrange for the 
holding of an autumn meeting in its area in 1955 be 
accepted with much appreciation. 


Secretary to the Taxation and Research 
Committee 


The Council has appointed to the staff of the Institute 
Mr Leslie John Henry Noyes, B.Sc.(ECON.), A.C.A., as 
the full-time Secretary to the Taxation and Research 
Committee. Mr Noyes will shortly take up his duties. 


Certificates of Practice etc. - 


It was resolved: 

(1) That certificates of practice be issued to the 
following twenty-four associates who have commenced 
to practise: 

Baker, John Arthur; 1949, A.C.A.; 153 Damers Road, 

Dorchester. 

Birch, Louis Lund; 1926, A.C.A.; 41 Spath Read, Didsbury, 

Manchester, 20. 

Boardman, Richard Douglas; 1951, A.C.A.; 27 Mile Oak 

Gardens, Portslade, Sussex. 

Burrows, Raymond Eastoe, M.A; 1981, A.C.A; The 

Grange, Grange Hill, London, SE2s. 

Carrick, Geoffrey Michael; 1953, A.C.A.; (J. A. Gardner & 

Son), ro Eldon Square, Newcastle upon Tyne, r. 
Cohen, Ivor Malcolm; 1951, A.C.A.; 8 Stockton Gardens, 

Mill Hill, London, NW7. 

Fletcher, Dennis Jack; 1950, A.C.A.; (H. V. Greenwood & 

Co), 11 Broad Street, Manor Row, Bradford, 1. 

Fox, Frank Chadwick; 1948, A.C.A.; (Oddy & Fox), 37 

Manor Row, Bradford, 1. 

Franklin, Peter Eugene; 1949, A.C.A.; 17 College Drive, 

Manchester, 16. 

Goodman, Harold Leslie; 1952, A.C.A; (Harold L. 

Goodman & Co), 18 Cotesbach Road, Clapton, London, 


Es. 

Hooper, Nevill Emlyn; 1952, A.C.A.; 32 Princes Gate 
Mews, London, SW7. 

Hughes, Gurth Martin; 1940, A.C.A.; 52 The Drive, 
Isleworth, Middlesex. 

Johnson, Donal Keith; 1953, A.C.A.; 5o ‘Tonbridge 
Crescent, Kenton, Middlesex. 

Kallend, Samuel Winston; 1929, A.C.A.; (Samuel W. 
Kallend & Co), 7 Liverpool Gardens, Worthing. 

Kingston, Norman Buckley; 1928, A.C.A.; 9-11 Higher 
Church Street, Blackburn. 


*placed against a Firm Name signifies that the Firm is not 
exclusively composed of members of the Institute. 
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Manterfield, Kenneth Charles; 1951, A.C.A.; 28 Vernon 
Road, Totley Rise, Sheffield. 

Riley, Harold Reynolds Victor; rose, A.C.A.; (Watson, 
Souter & Co), 25 Iron Gate, Derby. 

Rodham, Ronald Eric; 1950, A.C.A.; (Stanley V. Bye), 
137 Albert Road, Middlesbrough. 

Sargent, Kenneth; 1933, A.C.A; 68 Williams Road, 
Cowley, Oxford. 

Steward, Jack Kenneth; 1953, A.C.A.; 42 Rectory Lane, 
Wallington, Surrey. 

Tomkins, William Patrick; 1953, A.C.A.; 330 Long Lane, 
Bexleyheath, Kent. 

Tovey, John Roger; 1953, A.C.A.; (Ernest Francis & Son), 
8 Forbury, Reading, and at Basingstoke. 

Tropp, Neville; 1952, A.C.A.; (Gerald Edelman & Co), 18 
Maddox Street, London, Wr. 

Wootton, Charles Edward; 1928, A CA: ‘Ingleside’, Belle 
Vue Gardens, Shrewsbury. 


(2) That one associate be elected to fellowship under 
clauses 9 and 31 of the supplemental Charter bye- 
law 37). 

(3) That twelve associates be elected to fellow- 
ship under clause 6 of the supplemental Charter 
(bye-law 31). 

(4) That two associates be elected to fellowship 
under clauses 6 and 31 of the supplemental Charter 
(bye-law 31). . 

(5) That 274 applicants be admitted as associates 
under clause 5 of the supplemental Charter (bye- 
law 31). 

(6) That 100 applicants be admitted as associates 
under clause o of the supplemental Charter (bye- 
law 36). 

A list of those who complete their fellowship or 
membership before March 16th, will appear in The 
Accountant of March 2oth. 
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Changes of Names 


The Secretary reported that the following changes i 
names had been made in the Institute records: ` 
Donald Hamish Cameron, B.A., T.D., A.C.A., to Dona 
Hamish Cameron of Lochiel. 
Vivian Simon Cohen, A.C.A., to Vivian Simon Craig. 
Hugo Zahler-Geier, A.C.A., to Hugo Gaynor. 
Simon Cyril Isenblatt, A.C.A., to Simon Cyril Spence 


Registration of Articles 


The Secretary reported that 175 articles of clerksh’ 
were registered during the month of February 1954 : 
compared with 138 in the previous February. 


Death of Mr William Bolton, A.C.A. 
The Council learned with great regret of the death 
Mr William Bolton, a.c.a., Llandudno, who was; 
member of the Council from 1921 until his resignatl 
in 1928. 
Resignation 
The Secretary reported the resignation of: 
Mr Norman Varty, A.C.A., Scunthorpe. 


Deaths of Members 


The Council received with regret the Secretary 
report of the deaths of the following members: 


Mr James Herbert Ashton, A.C.A., Stockport. 
» Wiliam Day, Jun., T.D., D.L., F.c.A., Maidstone. 
» Arthur D’Alroy Deakin, F.c.a., Bromley. | 
», William Frank Knill, A.C.A., Benoni, South Africa. | 
» James Alexander Tinling, F.c.a., Sunbury-or 
Thames. 
vn Owen James West, F.c.a., Reading. 


SI 
FINDINGS AND DECISIONS OF THE DISCIPLINARY COMMITTEE 


Findings and Decisions of the Disciplinary Committee of the Council of the Institute appointed pursuant iis 
bye-law 103 of the bye-laws appended to the supplemental Royal Charter of December 21st, 1948, ata 
hearing held on February 3rd, 1954. | 


A formal complaint was preferred by the Investiga- 
tion Committee of the-Council of the Institute to the 
Disciplinary Committee of the Council that a 
member of the Institute had been guilty of an act 
or default discreditable to a member within the 
meaning of Clause 21, sub-clause (3) of the supple- 
mental Royal Charter in that he committed an act of 
bankruptcy within the meaning of Section 1 (1) (g) 
of the Bankruptcy Act, 1914, as a result of which a 
Receiving Order under the provisions of the Bank- 
ruptcy Acts, 1914 and 1926, was made against him 
on October 21st, 1953, so as to render himself liable 
to exclusion or suspension from membership of the 
Institute. The Committee found that the formal 
complaint had been proved and (taking into con- 
sideration that the Receiving Order had been 
rescinded at an early date) the Committee ordered 
that the member be reprimanded, but decided that 
there were special circumstances which justified the 
omission of the member’s name from the publication 
of the Finding and Decision. | 


A formal complaint was preferred by the Investig 
tion Committee of the Council of the Institute to d 
Disciplinary Committee of the Council that Rolar 
Bernard Wickenden, A.C.A., had been guilty of ac 
or defaults discreditable to a member of the Institu 
within the meaning of Clause 21, sub-clause (3) 
the supplemental Royal Charter in that being 
practising member of the Institute he, as a direct 
of a limited company, issued or procured the iss 
by that company to the Midland members of 
national employers’ association of a circular lett 
dated October 21st, 1953, which by its terr 
solicited or attempted to solicit business for the sa 
company being business which is or may be unde 
taken by practising members of the Institute in t, 
usual course of their professional business, so as | 
render himself liable to exclusion or suspension fro 
membership of the Institute. The Committee four 
that the formal complaint against Roland Berna 
Wickenden, a.c.a., had been proved and the Cor 
mittee ordered that Roland Bernard Wickende 
A.C.A., Of 2 Queen’s Road, Coventry, Warwickshii 
be reprimanded. 


farch 13th, 1954 


BIRMINGHAM AND 
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DISTRICT SOCIETY 


OF CHARTERED ACCOUNTANTS 
ANNUAL DINNER 


1e annual dinner of the Birmingham and District 
ciety of Chartered Accountants was held at The 
‘and Hotel, Birmingham, on Thursday, March 4th. 
1e President of the Society, Mr R. B. Dixon, F.c.a., 
esided, and with Mr James Blakey, F.c.a., President 
The Institute of Chartered Accountants in England 
d Wales, received the 383 members and guests who 
ended. 
Among those present were the Rt. Hon. Lord 
arcy, CBR, Alderman G. H. W. Griffith, J.P., 
.c.A., Lord Mayor of Birmingham, the Rt. Rev. 
. Wilson, C.M.G., D.D., Bishop of Birmingham, 
Paul E Sandlands, opp, Q.C., D.L., Recorder of 
ingham, and 


essrs R. G. Beard, F.c.a. (President, Sheffield and District 
kety af Chartered Accountants); C. W. Blasdale, opp. 
‘esident, Birmingham Branch Association of H.M. In- 
ctors of Taxes); C. G. Burton, 0.B.E., M.Com., F.C.LS. 
cretary, University of Birmingham); R. Kynoch Clark, 
A. (The Official Receiver, Birmingham); J. A. Cope, 
NA. (President, Institute of Cost and Works Accountants, 
mingham and District Branch), Professor Donald 
usins, B.Com., A.C.A; Messrs E. R. Cowin, F.c.A. (Chair- 
n Wolverhampton Branch, Birmingham and District 
tety of Chartered Accountants); C. H. Cox (President, 
mingham Law Society). 
vIessrs C. Croxton-Smith, M.A., LL.B., J.P., F.C.A. 
esident, Bristol and West of England Society of Chartered 
tountants); W. C. Cuningham (President, Institute of 
kers, Birmingham Local Centre); C. L. Davies, F.C.A. 
esident, Leeds, 'a.radford and District Society of Chartered 
ountants), W. G. Densem, F.C.A. (Chairman, London and 
trict Society of Chartered Accountants), Denis F. Dodd, 
t F.C.A. (President, Birmingham Chartered Accountant 
dents’ Society); Derek du Pré (Editor, ‘The Accountant’); 

>, Eames, O.B.E., F.I.M.T.A., F.S.A.A. (The Treasurer, City 
3irmingham); C. E. M. Fillmore, J.P., F.R.LB.A. (President, 
mingham and Five Counties Architectural Association). 
¥essrs H. Alan Gould, F.R.L.C.S., F.A.I. (Chairman, 
rwickshire, Staffordshire and Worcestershire Branch, 
al Institution of Chartered Surveyors), G. G. G. Goult, 
4, (President, East Anglian Society of Chartered Account- 
» H. D. Harris, F.c.a. (Chairman, Coventry Area Branch 
the Birmingham and District Society of Chartered 
ountants); N. B. Hart, ong, T.D., D.L., M.A., LL.B., 
A, (President, Hull, East Yorkshire and Lincolnshire 
tety of Chartered Accountants J. S. F. Hill, F.C.A. 
sident, Nottingham Society of Chartered Accountants); 
W. Jones, F.a.t. (Chairman, Chartered Auctioneers and 
tte Agents Institute, Birmingham and West Midlands 
nch), I. C. Lea, M.B.E., T.D., M.A. (Chairman, Birmingham 
œ Exchange Committee); Alan S. MacIver, M.C., B.A. 
retary, The Institute of Chartered Accountants); A. W. 
se, F.A.C.C.A., F.C.W.A, (President, Birmingham and 
rict Society of Certified and Corporate Accountants); 
A. Nicol, Ga, A.c.c.s. (Chairman, Association of 
tish Chartered Accountants in the M: idlands), 

essts A. Sturdee Phelps, F.c.1.B. (Chairman, Corpora- 
of Insurance Brokers); W. Vaughan Reynolds, B.LITT., 
(Editor, ‘Birmingham Post’), F. K. Richards (President, 
ungham Insurance Institute); W. P. Scowcroft, A.C.A. 
sident, Liverpool Society of Chartered Accountants); 
A. Schanschieff, F.C.A. (President, Leicestershire and 
hamptonshire Society of Chartered Accountants), P. G. 
ibridge, F.s.a.a. (President, Incorporated Accountants’ 
ingham and District Society); Sydney Vernon, LL.M. 


\ 
(Pra-Chancellor, University of Birmingham); L. V. West, 
F. cla. (President, South Wales and Monmouthshire Society 
of ‘Chartered Accountants); H. R. G. Whates (Editor, 
‘The Birmingham Mail’); D D. W. Wynn-Williams (Agent, 
Bank of England). 


The toast of the Institute was proposed by the 
Bishop of Birmingham, who described how he started 
work in a Manchester chartered accountant’s office. 


Chartered Accountants Acting as Executors 
In the course of his reply, Mr Blakey said: 


‘I now want to turn to a really dead subject. I refer to 
executorship work. Perhaps it is not so widely known as it 
ought to be that it has for many years been the practice of 
chartered accountants to act as executor. Possibly a char- 
tered accountant is inclined to hesitate to mention to his 
clients the question of ultimate decease, but I think it is 
wise to overcome this natural reluctance. A great deal of 
unnecessary worry and inconvenience ~- and indeed un- 
pleasant controversy — can be avoided by the making of a will. 

“There is no reason whatever why chartered accountants 
should not raise this matter with their clients and indicate, 
if they wish to do so, that they are prepared to act as 
executors, There is no rule against advertising our services 
to our own clients. Naturally the chartered accountant 
would want the will to be so drafted as to enable him to 
obtain appropriate remuneration (Laughter), but this is 
something which the client himself will never be called 
upon to pay.” (Renewed laughter.) 


Caution in Connection with Legal Matters 


‘I must add a word of caution in connection with legal 
matters. Whilst it is desirable that we should advise our 
clients in regard to the contents of their wills, we ought not 
to undertake responsibility for the final drafting of the will 
itself. ‘This is much better left to solicitors. 

‘When a chartered accountant is appointed executor and 
is called upon to carry out his duties as such, he will be 
well advised to keep in touch with solicitors on legal 
matters. Conversely, we would do well to encourage our 
legal friends to consult us on accounting matters when they 
themselves are acting as executors. 

‘It is just as unwise for a solicitor to try to be an account- 
ant as it is for an accountant to try to be a solicitor.’ 
(Applause.) 


The toast “The City of Birmingham’ was proposed by 
Lord Piercy, who praised Birmingham’s standard of 
local government. 

Replying, the Lord Mayor of Birmingham, said: 

‘Tt may seem to you that just as you get someone with you 
when you are starting — someone on whom you can rely 
and leave in the office to take charge — he comes along and 


tells you that a company has asked him to become one of their 
directors. 

‘It is the greatest compliment our profession can have’, 
said Alderman Griffith. ‘Our profession will more and more 
find its interests directly in industry and commerce, and not 
just as the men who look after the accounts.’ (Applause.) 


The toast to “The Guests’ was proposed by the Presi- 
dent, and responded to by Mr Sandlands. Mr Dixon 
also paid a tribute to Mr Stanley Kitchen, F.c.a., 
hon. secretary of the Society, and Mr E. Hemsoll, 
M.C., clerk to the committee of the Society for their 
admirable work in connection with the dinner. 
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SHEFFIELD AND DISTRICT SOCIETY 


OF CHARTERED ACCOUNTANTS 


AND THE SHEFFIELD CHARTERED ACCOUNTANT 
STUDENTS’ SOCIETY 


JOINT ANNUAL DINNER 


The joint annual dinner of the Sheffield and Distlict 
Society of Chartered Accountants and the Sheffield 
Chartered Accountant Students’ Society, attended bw 
over 250 members and guests, was held at. The Grand 
Hotel, Sheffield, on Friday, March 5th. 

Mr R. G. Beard. F.c.a., President of the District 
Society, with Mr James Blakey, F.c.a., President of 
- The Institute of Chartered Accountants in England 
and Wales, received the members and guests among 
whom were Dr J. M. Whittaker, M.A., F.R.S., Vice- 
Chancellor of the University of Sheffield, Councillor 
Oliver S. Holmes, J.P., F.c.a., Lord Mayor of Sheffield 
(the Saciety’s President from 1939-1945), Mr R. L. 
Walsh, the Master Cutler, Mr G. M. Fiather, President 
of the Sheffield Chamber of Commerce, and 


Messrs J. H. Booth (Registrar, Sheffield County Court); 
Arnold Brittain, LL.B. (President, Sheffield District Incor- 
porated Law Society); Councillor G. Burkinshaw, J.P. 
(Mayor of Barnsley); Mr F. Cave (H.M. Principal Inspector 
of Taxes); Dr A. W. Chapman, F.R.1.c. (Registrar, Uni- 
versity of Sheffield); Messrs S. E. Deeley, A.c.1.s. (President, 
Sheffield and District Branch, Chartered. Institute of 
Secretaries); W. G. Densem, F.C.A. (Chairman, The London 
and District Society of Chartered Accountants); R. B. Dixon, 
F.C.A. (President, The Birmingham and District Society of 
C} tered Accountants), 

ouncillor F. Duke, J.P. (Mayor of Rotherham); Mr 
Derek du Pré (Editor, ‘The Accountant’); His Honour 
Judge R. C. Essenhigh; Messrs F. K. Gardiner, J.P. 
(Editor, ‘The Sheffield Telegraph’); John Heys, C.B.E. 
(Town Clerk of Sheffield); J. S. F. Hill; F.c.a. (President, 
The Nottingham Society of Chartered Accountants); Philip 
Howe, LL.B. (Clerk of the Peace); The Right Rev. L. S. 
Hunter, M.A., D.D., DG LL.D. (Bishop of Sheffield); 
Mr F. G. Jones (City Treasurer, Sheffield). 

Messrs- I. D. Livingstone, B.a.(Econ.) (Member of 
Committee, Sheffield and District Chartered Accountant 
Students’ Society); A. S. Maciver, M.C., B.A. (Secretary, 
The Institute of Chartered Accountants); "T. T. Millward 
(President, The Insurance Institute of Sheffield); W. E. 
Moore, F.s.A.A. (President, Incorporated Accountants Society 
of Sheffield); G. P. Morgan-Jones, M.A., F.c.A. (President, 
The South Eastern Soctety of Chartered Accountants) 
B. A. Schanschieff, r.c.a. (President, The Leicestershire and 
Northamptonshire Society of Chartered Accountants); T. E. 
Singleton, F.c.w.a. (President, Sheffield and District Branch 
of the Institute of Cost and Works Accountants); Councillor 
E. Swale, J.P., D.F.c. (Mayor of Chesterfield); Messrs E. G. 
Turner, M.C., ' F. C.A. (President, The Manchester Society. of 
Chartered Accountants); L. V. West, F.c.a. (Prestdent, 
South Wales and Monmouthshire Society of Chartered 
Accountants); E D. R. Whittaker (President, Sheffield 
Branch, Institute of Bankers); Lindon Willis, A.a.c.c.a. 
(President, Sheffield and District Society of Certified and 
Corporate Accountants). 


Proposing the toast of “The City and trades of 
Sheffield’, Dr Whittaker spoke of the trade develop- 
ments that might be expected in a place like Sheffield, 
and of the importance of providing the needed capital 
for those enterprises. The Lord Mayor replied. 

The toast of “The Institute of Chartered Account- 


H 
H 
H 


ants in England and Wales’, was proposed by th 
Master Cutler who mentioned that the grandson < 
one of the original Sheffield petitioners for tk 
Institute’s Charter was at the dinner. (Applause.) 


Full-time Appointments in Industry 
and Commerce 
In the course of his reply, Mr Blakey said: K 

‘I think it is very useful to look back to the charter f 
time to time as it does serve to remind us of the remark 
development of the profession during the past sev 
years. I do not think anyone could have foreseen the e 
to which chartered accountants would take up A 
appointments in industry and commerce. ‘The reasons a 
however, not hard to find. : 

‘In the first place, the development of the limited compa 
structure and the growth in the size of businesses made. 
imperative to engage persons capable of controlling t 
day-to-day transactions and preparing the annual accouni 
In the second place ~ and much more recently — there h 
been a growing realization of the importance of maki 
full use of the accounting records for day-to-day assistan 
of managements. 

‘The fact that thousands of chartered accountants ¢ 
engaged in industrial and commercial concerns for the 
purposes is a clear indication of the confidence which 
business world places in us for this important work 
addition.to what we do as public accountants. 


Every Member Trained in Public Accountanc 


‘I would like to remind you that evéry one of the Insti 
members has been trained in public accountancy. No 
admitted on the basis of industrial or commercial expe 
ence. We still believe that our system of training uni 
articles in the offices of practising members is the best v 
of equipping.our members for their life’s work, whet! 
they decide to remain in the practising side or venture i 
industry and commerce. 

‘We do not, of course, pretend that after five ve 
training a newly-admitted chartered accountant is 
expert in every branch of the work of the profession. 
fact, he has a great deal to learn and a great deal of furt 
experience to gain whether or not he decides to go outs 
the practising side. But we believe that without the brq 
experience gained under articles, chartered accounta 
would not have been able to create the.confidence t i 
undoubtedly enjoy in many different occupations. 

‘I do think that after passing the Final examinatior 
would be an advantage to our members to have furt 
experience in a practising accountant’s office for, say, u 
five years, before going into a commercial sphere, in s 
of tempting offers he may receive, as the extra experie 
will be to his ultimate advantage. (Applause.) 

In conclusion, Mr Blakey paid a tribute to . 
K. C. Manterfield, A.C.A., the hon. secretary. 

The guests were toasted by Mr I. D. Livingsto 
and Mr Flather replied. Mr Percy E. smith, Fo 
proposed “The President’ and in his reply, Mr Be 
paid a tribute to Mr A. G. Smeeton, F.C.A., h 
secretary of the dinner committee and to Mr Pe 
Smith, for all they had done in connection with | 
excellent dinner arrangements. 
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NOTES AND NOTICES 


Professional Notes 


{fr N. G.. Lancaster, M.B.E., A.C.A, has been 
ypointed a director of Fillerys Toffees Ltd, of 
irmingham. 
Mr F. W. Moore, F.c.a., principal in the firm of 
rederic W. Moore & Co, Chartered Accountants, of 
ingsbridge, Devon, has been appointed a member 
‘the local valuation panel for Plymouth and south 
evon. 
Mr J. R. Sampson, F.1.M.T.A., A.S.A.A., has been 
ypointed county treasurer for Hampshire. He was 
erly county treasurer for Staffordshire. 
bi J. J. Green, A.I.M.T.A., A.A.C.C.A., deputy county 
urer with Staffordshire County Council has 
appointed county treasurer in succession to 
A R. Sampson. 
Obituary 
EDWARD NoEL HUMPHREYS, F.C.A. 


e have learned with regret of the recent death of 
r Edward Noel Humphreys, F.c.a., at the age of 86. 
Mr Humphreys was admitted an associate of the 
stitute in 1891 — be was awarded honours in the 
nal examination of that year - and was elected a 
low in 1908. He commenced in practice in Newgate 
reet, Chester, before moving, in 1900, to Old Bank 
uldings, Chester, where the firm of E. Noel 
imphreys & Co still have their offices. Mr 
imphreys retired from the practice in 1921. 

de had held directorships of many companies, all 
which he resigned some years ago, and was the 
st president of the Chester Branch of the Liverpool 
Berg of Chartered Accountants. 

Diiring the First World War and for some time 
erwards, he was a member of the Chester City 
huncil, He was also a former president of the 
èster Free Church Council, and of the Chester 
tary Club, and a member of the Palatine Club 
1 the Chester Natural Science Society. 


In Parliament 
SERVICE: MEN’s Wipows: TAx 

KiNG asked the Chancellor of the Exchequer the 
ome tax payable by the Service man’s widow with 
dependants, whose pension and sole income is 
68 a year. 
Vr R. A. Bornen: Five shillings per annum if she 
rs contributions under the National Insurance 
s; otherwise £1 6s 8d, 

Tansard, March znd, 1954. Ořal Answers. Col. 1003. 


"TAX-FREE DIVIDENDS: Prorrrs Tax 


Mr McKay asked the Chancellor of the Exchequer 
if, when dividends are distributed free of tax by 
companies, the money set aside to pay the tax is 
treated as a cost of production, or is taken as part of 
the distributed profits and taxed accordingly, or 
accepted as undistributed profit and receives the 
lower rate of tax. 

Mr R. A. BUTLER: A dividend paid by a company 
out of profits that have borne income tax which is 
expressed to be ‘free of tax’ represents, for tax 
purposes, a distribution equal to the net dividend 
plus the income tax appropriate to it, and the gross 
amount is chargeable to profits tax at the higher 
(distributed) rate. 

Hansard, March 2nd, 1954. Written Answers. Col. 77. 


The Chartered Accountants’ Benevolent 
Association 


The annual meeting of the board of governors of 
The Chartered Accountants’ Benevolent Association 
will be held at The Institute of Chartered Accountants 
in England and Wales, Moorgate Place, London, 
ECa, at 2.15 p.m. on Wednesday, March 24th. 


Chartered Accountant to be Sheriff 
of Middlesex 


At a recent meeting of the Privy Council, Queen 
Elizabeth the Queen Mother, and Princess Margaret 
‘pricked’ the name of Mr W. R. Clemens, J.P., F.c.A., ° 
as Sheriff of Middlesex. Mr Clemens will take the 
Oath of Allegiance as Sheriff at Middlesex Guild 
Hall on March 18th, before the Lord Lieutenant of 
the County, the Lord Latham, J.P., F.A.C.C.A, 

Mr Clemens is a county alderman of Middlesex 
County Council. He has been a member of the 
Council since 1928 — being chairman from 1943 to 
1946 — and is the present chairman of the County 
Finance Committee. He is also an alderman of 
Hendon Borough Council, and is one of the longest 
serving members on that body having been a member 
since 1924. He was mayor of the borough from 1946 
to 1947 and is chairman of the Borough Finance 
Committee. 


The Institute of Bankers 
SEVENTY-FirrH ANNIVERSARY OF FOUNDATION 
The Institute of Bankers celebrated the seventy-fifth 


anniversary of its foundation last Thursday. To 
commemorate the occasion a dinner was held on 


JOHN FOORD & COMPANY. 


56 VICTORIA STREET, LONDON, SWI 


Telephone: Victoria 2002 (3 lines) 


VALUERS AND. ASSESSORS 


OF WORKS, FACTORIES, PLANT & MACHINERY, Etc. 
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Wednesday evening at the Mansion House, by 
courtesy of the Lord Mayor of London. The Presi- 
dent of the Institute, Mr A. H. Ensor, was in the 
chair and the guests included the Lord Mayor Sir 
Noél Bowater, BT., M.c., the Lord Chancellor, Lord 
Simonds, Mr C. F. Cobbold, Governor of the Bank 
of England, and Mr Alderman and Sheriff E. V. M. 
Stockdale, as well as representatives of many of the 
leading financial and professional institutions in the 
United Kingdom, and representatives of overseas 
banking associations. 


Manchester Society of Chartered Accountants 
EXAMINATION AWARDS 


The following awards have been made to Manchester 
students by the Manchester Society of Chartered 
Accountants on the results of the Institute’s Novem- 
ber 1953 examinations. 

The Roger N. Carter Prize, in respect of the Final 
examination, to Mr A. T. Dowd, B.sc.; the Theodore 
Gregory Prize for the year 1953 (Final examination), 
to Mr D. A. Boothman, and the J. Montgomery 
Newman Prizes to Mr D. A. Boothman (Final); 
Mr P. D Levinson (Intermediate), and Mr D. K. 
Turner (Preliminary). Manchester candidates also 
gained two certificates of merit in the Intermediate 
examination: they were Mr P. D. Levinson and Mr 
C. M. Watson-Smyth, who won tenth and fourteenth 
places respectively. 


Incorporated Accountants’ Hull and 
District Society 


RESIDENTIAL COURSE 


The third residential course for students and members 
to be arranged by the Incorporated Accountants’ 
Hull and District Society is to be held at the Thwaite 
Hall Hostel of the University College of Hull, 
Cottingham, during the week-end from Friday 
evening, April znd to Sunday evening, April 4th. An 
interesting and comprehensive programme of lectures, 
to be followed by group discussion, has been arranged 
and there will also be a forum on Saturday evening. 


Liverpool Chartered Accountant Students’ 
Association 


Rucsy MATCH 


The annual rugby match between the Liverpool 
Chartered Accountant Students’ Association and the 
Liverpool University Legal Society was played at 
the University ground, Wyncote, on February 25th. 

In a game of friendly rivalry, the Chartered 
Accountant Students showed their superiority from 
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the start — scoring their first try within five minutes 
and at half-time were leading their opponents b 
21 points to 5. After the interval, there were maid 
forward movements by both sides and the Chartere 
Accountant Students scored three times before th 
Legal Society replied with a goal following a forwar 
dribble. ‘No side’ left the Chartered Accountar 
Students worthy winners by 32 points to to, 


The Chartered Accountant Students’ Society 
of London 


The following meetings of the London Student 

Society will be held during next week: 

Tuesday, 5.30 p.m.: Chartered Insurance Hall, 20 Alde 
manbury. A mock trial. 

Wednesday, 5.30 p.m.: Demonstration of Burrou 
accounting machines (limited numbers). ` 

Thursday, 5.30 p.m.: Debate with a team from the Acco 
ing Department of the University of London on 
motion ‘That economic planning has ceased to wor 
the best interests of society in this country’, 

Friday, I p.m.: Lunch-time discussion of study probley 
brought by students. 5.275 p.m.: Introductory cour: 
lectures on (1) “The items in a profit and loss accou: 
and balance sheet’; (2) ‘Bankruptcy, liquidation ar 
receivership’. 6.30 p.m.: at the Royal Empire Society 
Students’ dance. (Tickets at the Library.) 


SEVENTY-FIVE YEARS AGO 
From The Accountant or Marcu rsth, 1879 
Extract from a leading article 
Efficient Auditing 


It is a relief to turn from a contemplation of d 
varied piece of legal patchwork known as bankrupt 
legislation to a subject which is at least of eq 
importance, viz.: the necessity of a compulsory au 
for banking and other concerns of a joint-s 
nature. As things at present exist, it is too much t 
rule to call in the aid of an accountant only wh 
the commercial patient is in a moribund or defu 
condition, and hence arises no small part of 
odium which, in the popular mind, attaches to t 
accountants’ profession, because, forsooth, the exp 
is unable to bring about a resurrection, or cure t 
hopelessly . diseased. Evidences, however, are r 
wanting that business men are beginning to see t 
expediency of a somewhat more rational proce 
Great banking failures, and the consequent collay 
of parasitical mercantile houses, have led men to f 
that every possible precaution of a preventive nati 
must be taken—and it is now becoming a genera 
accepted conclusion that a more thorough a 
efficient system of auditing is not amongst the le 
of such safeguards. ... 
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AS OTHERS SEE US 


GOOD-HUMOURED glimpse of what it feels like to be 
audited is given in the lecture by Mr E. H Davison, A.C.A., 
delivered recently to the Chartered Accountant Students’ 


Society of London and reproduced elsewhere in this issue. 


‘There are few auditors, be they principals, managers, seniors 
or articled clerks, whose consciences will not be gently pricked 
by Mr Davison’s genially barbed arrows. These shafts are the 
more penetrating, perhaps, because they have been shot by one 
who, in the course of his career, has been both ticked against 
and ticking. The combination of a basic professional training and a 
long spell of commercial experience has given him, as it were, a 
sense of balance which adds appreciably to the worth of his 
criticisms. 

There is one comment, at the outset of Mr Davison’s lecture, 
however, which it might be well to clarify and that is his remark 
that being audited is ‘a purely passive experience’. Professional 
accountants know better than this. The client’s attitude to the 
audit may vary considerably but seldom does he assume the 
prone position of a patient under the surgeon’s knife. Painful 
though the operation may be, he usually likes to be aware of what 
is going on. Indeed, as it is in his own interests, as well as those of 
his auditor, that the examination should be as smooth and as 
speedy as possible, the more actively he co-operates to achieve this 
end the better. For example, he should be constantly receptive to 
suggestions for strengthening his system of internal check. He 
should also encourage consultation between his internal audit 
department and the external auditors as to the scope and extent 
of their respective detailed checking, so that the two audits may 
be, as Mr Davison suggests, complementary. 


If the accountancy profession is not fully aware of the import- 
ance of these arrangements or does not strive as it might to perfect 
them, the counter-criticism may be made that, too often, the 
client, when his attention is drawn to these means of co-operation, 
regards them as unnecessary refinements or as tasks for which the 
external auditors are, in any case, responsible. 

The problem of educating the client in the proper direction is 
one to which the profession might profitably devote’ more atten- 
tion. The presence in industry and commerce of so many qualified 
accountants should make the approach easier. They are a valuable 
link between the auditor and his client, and their efforts towards 
even closer understanding between the two may help’ them, 
incidentally, to resolve the question of loyalty to their profession 
and to their company, of which there should be no division. 
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ON BEING AUDITED 


by E. H. DAVISON, A.C.A. 


HIS is, so far as I am aware, the first occasion 

upon which the subject of auditing has been 

publicly ventilated by a victim, though I have 
no doubt that there have been a large number of 
private discussions which would have been interesting 
to hear. 

At the outset, therefore, it seems to be very neces- 
sary to make it quite clear that 
anything I may have to say is not 
based upon my experience of 
being audited by only one or 
even only two firms. I have in 
fact, during close on a quarter of 
a century’s experience, been 
audited by a fairly large number 
of firms of accountants, both in 
an industrial capacity and, for a 
brief and inglorious period, in 
the capacity of honorary treas- 
urer to a club. I have also had the 
experience of being ‘internally 
audited’, if that is the right ex- 
pression. There is, therefore, 
nothing specific or personal to be 
read into my remarks, which are 
founded, not only upon my own 
experience, but upon my obser- 
vations of practising accountants 
in discussion, in meetings and in 
the papers which they from time 
to time present to this and other 
bodies. 

It is the more necessary to say 
this since the chair is being taken 
this evening by a partner in a firm which is currently 
interested in my activities, though not the partner 
with whom I am most directly associated. 


E, 


Development of Auditing 


The auditing process has been developed, over the 
years, into a recognized technique, and on that subject 
it is possible to present a paper in a fairly logical and 
connected sequence. There is, so far as am aware, no 
special technique about being audited, which is a 
purely passive experience, so that this paper will 
contain only disconnected thoughts, in no logical 
order, coming at random as they occur to me. 
Auditing has changed in character over the years 
and, from being a process mainly devoted to the 
detection of fraud and dishonesty, it is now at least 
equally, and perhaps even more, concerned with the 
compilation and presentation of accounts so as to 
‘conform with the Companies Act. The auditing 


A lecture delivered to the Chartered Accountant Students’ 
Society of London on February rech, 1954, Mr W. E. 
Parker, C\B.E., F.C.A., was in the chair. 





Mr E. H, Davison, A.C.A. 


approach to both these aspects of the accounts is not 
entirely dissimilar, but it may produce entirely differ- 
ent feelings on the part of those whose accounts are 
under review, and I would like later on to say a few 
words about these two aspects of auditing. 

Before doing so, however, there are a number of 
points of general interest on which I feel something 
might be said by one who has 
watched with wonder and admir- 
ation, and sometimes even 
amazement, the professional 
auditor at work. eae 

The first of these is perhaps 
that many members of the Insti- 
tute are now engaged in industry’ 
and commerce and other activi- 
ties which render them liable to 
the attention of their professional 
brethren. As members of the In- 
stitute all those who have thus left 
the practising side of the profes- 
sion have at least the advantage 
of having been through the mill 
themselves, since, in the course 
of articles and probably there- 
after, they will have had experi- 
ence of auditing as auditors and 
will, it is to be hoped, know 
something about it. They will 
thus have seen both sides of the 
picture, and this is a facility. 
which is nearly always denied to 
the auditor himself. It would be 
tactful, and sometimes even wise, 
for the young audit clerk to remember this since, in 
asking questions, in demanding papers, and even in 
the arrangement of his work, he will be dealing with 
somebody who has a pretty clear idea of what he is 
after and will be judging the ability and effectiveness 
of the auditor by the way in which his work is done. 
To you, as students, I suggest that this is something 
which, in the interests of peaceful relations and co- 
operative working, should always be borne in mind, 
that the accountant in industry will very often be 
better able to appreciate your work than you his, and 
it is better for you if you can create in his mind a high 
regard for yours. 


Responsibilities of Auditor and 
Accountant in Industry 


The fact that the auditor carries a definite legal 
responsibility, to which I shall refer later, should not 
blind him to the fact that the accountant tn industry 
has also responsibilities to discharge, both to his 
company and to his profession, and they are responsi- 
bilities often less easy to escape and less easily dis- 
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charged, though they are not often incompatible. The 
responsibility to his company is sometimes very 
difficult to define and this is a problem which may 
more squarely face the profession as more and more 
of the members, particularly of this Institute, take 
positions in industry and commerce and the propor- 
tion between those working in this way and those 
still in practice is still more heavily weighted in 
favour of the non-practising membership. This may 
be a problem which is at present incapable of solution, 
but it is undoubtedly a problem which is making itself 
felt and will ultimately have to be faced. . 
It is therefore, to my mind, a pity that the formal 
relations between practising accountants and their 
brethren in industry are not even now clearly defined 
and in fact, so far as ] am aware, there is no distinc- 
- tion on the grounds of his professional training and 
background, from the point of view of the auditor, 
between the accountant in industry who is a member 
of an Institute and one who is not. ‘Those of you who 
propose to enter industry will do well to bear this 
in mind and you may then not be unduly disappointed. 
There are a few points of a general character on 
audit work which are puzzling or annoying to the 
accountant in industry, and if I make them in this 
paper I do so in a general way and recognizing that 
no two audits are alike and that practice differs widely. 


The “Ticking Complex’ 


The first of these I would describe as the ‘ticking 
complex’ which, among some practising accountants, 
is very highly developed. By this I mean a concentra- 
tion on figures from the checking point of view and a 
suspicion of and objections to methods which do not 
lend themselves readily to an auditing approach. 
i appreciate that their work as auditors is important 
and responsible, but it is secondary and it is to my 
mind the job of the auditor to ensure that his work is 
carried out and not the job of the accountant in 
industry to complicate or delay his own work in 
order to make it easy for the auditor. 

A typical instance of the complex which I have in 
mind is the approach to electronic accounting where, 
quite obviously, the whole question is fraught with 
difficulties for the practising accountant, because it is 
very difficult to tick accounts which are kept by the 
storage of electrical impulses. As an accountant in 
industry, what I am looking for, quite naturally, is a 
machine into which can be poured vast quantities of 
paper of all kinds without any form of arrangement 
and which, by pressing a button, will produce costs 
and accounting statements of all kinds without further 
human intervention. This is the industrial account- 
ant’s ideal, but the auditor’s nightmare. Too often 
I feel. that accounting developments are held back 
because the auditors object on the grounds that 
changes would make it impossible for them to carry 
out their task. In my view, auditors should be no less 
capable than other people of forming judgments, even 
on ‘matters of opinion’, and should be prepared to 
carry the responsibility involved in such judgments. 
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The second point which has often puzzled me is the 
auditor’s predilection for a huge volume of working 
papers. It is to be assumed that auditors regard the 
collection of schedules as essential to the proper dis- 
charge of their functions and, within reasonable 
limits, it would be difficult to disagree with this view. 
Sometimes, however, it seems to be necessary for 
audit purposes to collect what is virtually an annotated 
copy of the books, and I sometimes wonder whether 
the efficiency of the audit staff may be judged by the 
quantity of schedules which they are able to accumu- 
late and the rapidity and infallibility with which they 
are able to provide the answer therefrom to any spot 
question which may be put by the responsible partner. 

How true this is I do not know but, as an industrial 
accountant, J am bound to say that the burden of an 
audit (and it is a considerable burden) is greatly 
increased when a large number of schedules have to 
be specially prepared, and perhaps typed, so that the 
auditors may have complete documentation on their 
work. Sometimes I feel that requests for copies of 
more and more statements should be resisted unless 
the reason for the request is clear, and such resistance 
can sometimes be successful. In one case I was asked 
to provide complete copies of all stock sheets, and 
this was a request which was dropped after protest. 
This seems to be the sort of occasion on which 
I could put in a plea for the most earnest considera- 
tion of practising accountants to restrict as far as 
humanly possible their requirements of schedules and 
statements. 


Certificates to Cover Figures 


Another point of interest, and this has always puzzled 
me a little, is the desire which I believe is still in 
evidence in some firms to have every conceivable 
figure covered by some form of certificate. I have never 
been quite sure that the certification of the figure of 
stock, for instance, by the company’s officials, or 
more often a director, is a very real protection to the 
shareholders of the company. The auditors are 
appointed by the shareholders to look after their 
interests and I cannot feel that the auditors in any ' 
way lighten their responsibility by obtaining the 
most solemn undertakings from those persons whose 
activities they are examining on behalf of the share- 
holders. It can hardly be, I feel, a confession on the 
part of the auditor that, being unable to verify the 
figure himself, he requires all the support he can get 
from other persons, and I tend to the view that very 
often it is no more than self-protection on the part 
of the auditor, who feels that if anything goes wrong 
he can point to the fact that he acted on the highest 
authority. 

I cannot help fecling that protection by certificate 
in this way is neither efficient nor fair, since it places 
the onus and responsibility for certification upon the 
shoulders of those who, by the nature of their func- 
tions, are very often not closely in touch with the 
detail they are required to certify and who, in their 
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turn, have therefore to rely upon their subordinate 
officials to ensure that the right answer is provided, 
This is a function which could and should be per- 
formed no less efficiently by the auditor who, accord- 
ing to my understanding, is in fact appointed by the 
shareholders to do it. 


Audit Clerks’ Assumption of 
Responsibility for Books 


Yet another small point which many years past always 
infuriated me was thé assumption by some audit 
clerks that immediately they embarked on the audit 
they were in fact responsible for the books, and if 
there was anything therein with which they dis- 
agreed, they proceeded to make their own journal 
entries and correcting postings. Admittedly, in many 
very small businesses all this is necessary because 
there is not, in fact, a trained staff capable of making 
corrections without running the serious risk of 
getting two entries on one side of the books and only 
one on the other, all for the same amount. Where there 
is a trained accountant on the staff, however, it is 
particularly annoying to come across traces of the 
auditor’s work through the medium of postings in 


the books for which he is responsible, reflecting. 


corrections on which he has sometimes not been 
consulted. This represents a tactless approach to the 
work of auditing which is not likely to lead to friendly 
co-operation between the accountant inside.and the 
accountant outside the business. 

A point of conflict which it seems to me can hardly 
ever be eliminated is, of course, that, while the auditor 
is entirely concerned with annual accounts, the 
accountant in industry is much more interested in 
his periodic figures produced for management 
purposes, and regards the annual accounts as a serious 
interruption of his main work. There is, therefore, 
intrinsically an entirely different approach to the 
whole question of annual accounts on the part of the 
two types of accountant, and I hope that you, as 
students and possibly audit clerks, will bear this in 
mind if ever you experience any difficulty with 
accountants in industry who do not seem to have 
their minds on what you regard as the main task. 
By this I do not mean to say that accountants in 
industry do not take any intense interest in the 
presentation of annual accounts; of course they do, 
but the pressures upon them in their daily work tend 
to give prominence rather to current and future than 
to past figures. 


, Dealing with the Auditor’s Queries 

-An aspect of this question which, at audit times, is 
constantly brought to the notice of the accountant in 
industry is the way in which queries are dealt with 
by some auditors, It is very often the case that if the 
auditor strikes a snag he must clear this out of the way 
before he can continue with his work. In order to do 
this at once, he must necessarily interfere with the 
flow of work of the internal accountant. Cases will 
frequently arise where, undesirable as I feel this to 
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be, I must recognize that interruption is necessary. 
In many cases, however, I have the feeling that the 
auditor attempts to clear queries of a trifling character" 
at his own convenience and with too little regard for 
the internal staff. This 1s a general and not a specific 
criticism and, as queries arise, I merely put forward 
the idea that, where possible, they should be listed 
and cleared at regular intervals and fixed times. Such 
a procedure would undoubtedly help the internal 
accountants to get on with their daily work without 
fear of excessive interruption and would not, I feel, 
unduly prejudice the work of the audit. 


Auditors’ Accepting Judgments of 
Other Persons 


While we are on general points it has often occurred 
to me to wonder how far auditors check back to see: 
how far justified they have been in the previous year- 
in accepting the judgments of other persons. In the | 
course of an audit it is obviously necessary for an 
auditor to accept reasonable assumptions which are - 
based upon the judgment of those who should be 
qualified to judge. Now auditing is at least as much a 
psychological as a legal function and in matters where 
judgment provides the only answer, it is surely 
important that the auditor should be able to form an 
opinion about the judgment of those with whom he is 
dealing. One way of doing this is surely to ascertain 
how often that judgment has in the past been correct, 

I need not go into specific cases, nor discuss the 
types of matters upon which the auditor has to rely 
upon the judgment of others. I merely put the question 
as one that I think to be not entirely irrelevant to the 
effectiveness of an audit; that is to verify, not only 
your figures, but your judgments. What happens if 
you find that you have in the past been accepting J 
opinions which have later been proved unfounded 
I do not know, but clearly a result of this kind follow- 
ing on your inquiries would have a material bearing 
upon your attitude to future opinions. 


Honesty 


I now turn to the questions of auditing in so far as 
they relate to the honesty of the directors and staff of 
the company, a function which, as I suggested earlier 
on, I feel to have been the main part of auditing in 
its early development. It is still, of course, important, 
though perhaps less important in the case of larger 
companies which employ a number of accountants, 
many perhaps members of the Institute, whose 
ethical and professional standards are on the same 
level as those of the members in practice. 

Before going on to discuss the protection of the 
company from fraud and dishonesty through the 
medium of the professional audit, it might be interest- 
ing to consider how far it is now the auditor’s duty 
to concern himself with such matters in the case of 
companies, the audit of which is governed by the 
Companies Act. This Act, as indeed is often the case, 
is somewhat nebulous on the point and the auditor’s 
responsibility. for the protection of shareholders 


March 20th, 1954 


appears rather to be implied than explicit. Apart from 
the oft-thumbed provisions of Section 149 and of the 
Eighth and Ninth Schedules, most of the trouble 
seems to lie in Section 205, which is not, however, 
particularly helpful in relation to the auditor if we 
accept the fact that the auditor’s duty is merely to 
put himself into a position to sign the report shown 
in the Ninth Schedule, or something like it. 
In case you may not be able, without prompting, to 
call to mind the parts of the Act to which I refer, 
Section 205, omitting the two provisos, reads as 
follows: 

‘Subject as hereinafter provided, any provision, 
whether contained in the articles of a company or in 
any contract with a company or otherwise, for 
exempting any officer of the company or any person 


-(whether an officer of the company or not) employed 


by the company as auditor from, or indemnifying 
him against, any liability which by virtue of any rule 
of law would otherwise attach to him in respect of 
any negligence, default, breach of duty or breach of 
trust of which he may be guilty in relation to the 
company shall be void: ...’ 

Presumably if there were fraud and the company 
had thereby lost substantial sums, such losses would 
fall to be regarded as an exceptional item under 
paragraph 14, subsection 6 of the first part of the 
Eighth Schedule, which you will no doubt remember 
requires accounts to show: 

‘Any material respects in which any items shown 
in the profit and loss account are affected: 

(a) by transactions of a sort not usually undertaken 
by the company or otherwise by circumstances 
of an exceptional or non-recurrent nature; or 

(6) by any change in the basis of accounting.’ 

For this purpose I am assuming that fraud is a 
‘transaction of a sort not usually undertaken by the 
company. The other direction in which, presumably, 
the auditor is concerned with dishonesty is in report- 
ing that proper books of account have been kept 
though here, no doubt, the word ‘proper’ is open to 
a number of interpretations, all of them equally 
probable, and it is at least possible to conceive that 
the books of account may have been properly kept, 
but that the company may have lost substantially 
through the dishonesty of its servants nevertheless. 

All I have said is, of course, subject to counsel’s 
opinion.and the approval of the Board of Trade, and 
I am perfectly aware that I stand to be corrected by 
almost anybody in this hall; the point is, I think, an 
interesting one because the auditor’s report as shown 
in the Ninth Schedule appears to place no onus on 

the auditor in regard to the function which was 
originally his prime concern. 


Defalcations Revealed by Auditor and 
Internal Staff 


It would be interesting to know what proportion of 
defalcations and cases of pilferage are discovered as 
a result of the work of the outside auditor by com- 
parison with those which are revealed through the 
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activities of the internal staff or by accident. Doubtless 
some statistics of this kind are available in the 
United States, but I am not aware of ariy here. What 
does occur to me with some force is that, in a large 
company, the annual audit is not much protection 
against the minor forms of dishonesty and is too 
belated a protection against the major forms. In 
other words, I feel that there is a case for the re- 
examination of audit programmes, some of the 
functions in which are, I believe, still governed by the 
belief that the annual audit is largely directed towards 
the ascertainment of shortages in the petty cash and 
matters of that kind. It would be better, I feel, were 
students of auditing more thoroughly versed in the 
introduction and maintenance of proper systems of 
authority and internal check and concentrated more 
in their audit work in seeing that these systems were 
adequately maintained and consistently followed. 
I am not suggesting these matters receive no atten- 
ion; I am suggesting that the main benefit of an 
audit arises from examination of this kind. 


Internal and Outside Audits 
Complementary 


It would be no bad thing, I feel, if students of auditin 

were familiar with the main objects of the intern 

audit and were prepared to recommend, when their 
time comes, the adoption of some such system in the 
companies with which they are connected. The 
internal audit need not be competitive with the out- 
side audit, but should be complementary to it. It 
usually covers a rather wider field than the statutory 
audit and is very often and most profitably directed 


to assisting in the solution of management problems. 


I do not make this suggestion because internal 
audits are popular with the accountants in industry, 
since, in my experience, they are not. An-audit of any 
kind is — let us be frank — a nuisance to the accountant 
whose normal work is interrupted by it. Accountants 
are, of course, ‘conditioned’ to being audited and do, 
I think, accept an internal audit with better grace 
than possibly other departments in a company who 
normally escape attention of this kind, but that is 
not to say. that they are invariably quite happy about it. 


Fixed Assets 


There is a further point, and that is in connection 
with fixed assets; the main objective, I take it, in 
checking the honesty of a company’s officials is to 
ensure that the assets which ought to be there are 
there. I wonder how far steps are taken by the ordinary 
member of the audit staff to ensure that the fixed 
assets are, in fact, there. Documentary evidence is, 
of course, examined with some care, particularly in 
relation to freeholds and leaseholds, but where docu- 
mentary evidence does not exist, except in the form 
of an invoice perhaps ten years old, I wonder what 
steps are regularly taken to ensure that the assets 
have not been disposed of. I do not even know how 
widespread the adoption of plant inventories now is, 
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though I surmise that all large companies and many 
smaller ones have them. Where they exist, I wonder 
whether the auditor regards it as part of his function 
to ensure that the assets reflected in the inventory not 
only tot up to the figure on the balance sheet, but still 
exist on the factory floor. I ask these questions because 
I genuinely do not know and it would be unfair to 
comment on them since the quickening of interest in 
plant inventories is comparatively recent and my 
experience is, within recent years, quite limited. 
When I was auditing, however, and this was a very 
long time ago, I have the impression that it was not 
the practice to make a very rigorous check of fixed 
assets. 

The solution, as in so many things, 1s probably to 
ensure, as auditor, that there are adequate records of 
fixed assets and that there is a proper system of 
internal check regularly applied. 


Legal Presentation 


To pass now to the field of auditing which is concerned 
with legal presentation, I find that the scope here for 
discussion, argument and disagreement is very wide. 
If I put forward my points in this connection from 


a worm’s eye view, it is not because I am unaware 


that there is plenty of healthy argument between 
auditors themselves, even in the same firm, on the 
various interpretations which can be put on words, 
clauses or sections of the Companies Act. It must not, 
therefore, be thought that what follows necessarily 
indicates a division only between the auditor and 
auditee. It may reflect also some (certainly not all) 
of the differences which may exist between various 
auditors and firms of auditors. 


It would probably be untrue to say that the 
Companies. Act of 1948 was hailed with unalloyed 
pleasure by accountants, whether practising or other- 
wise. It has, however, provided auditors with a new 
interest in life, and even in those companies whose 
affairs are conducted with unswerving, and perhaps 
even disconcerting, honesty, the auditor has now 
another string to his bow, because if there can be no 
argument about the way in which companies’ affairs 
are conducted, there is a fair field in the Eighth 
Schedule and particularly in Part IV thereof. This is 
always good for a few hours’ argument. 

Needless to say, I have partaken in many discus- 
sions on the Companies Act, and there is no need to 
read into my remarks any special reference to the 
company by which I am at present employed or to 
the auditors thereof, nor, perhaps, does it matter very 
much, because the root cause of all our troubles, 
apart from a natural argumentativeness, is the rather 
solemn thought, after much cogitation, our betters 
have provided us with an Act which, in many 
parts, neither they nor we can understand. I cannot, 
of course, speak for the Board of Trade, who are 
supposed to understand it all, and it might be interest- 
ing, as part of your future programme, to get a 
servant of that Board to speak to you on his reactions 
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to the Companies Act. He would probably have to do 
this anonymously. 


Letter and Spirit of the Act 

It is therefore, I feel, perhaps a little unfortunate 
that many auditors appear to adhere rather to what 
they conceive to be the letter than to the spirit of the 
Act. The spirit of the Act is fairly clear, at least in 
parts, but the letter is very obscure. Naturally 
auditors are and must be very preoccupied with 
their legal position, but I have never ceased to wonder 
that the Eighth Schedule receives so much attention 
and the overriding provisions in Section 149 should 
receive comparatively so little. Nor has a case come 
to my notice of an auditor stating in his report that 
in any respect the provisions of the Eighth Schedule 
conflict with the requirement to show a true and fair 
view. Maybe there have been cases, but I have not 
seen them. 

It has even been suggested that the Act would| 
require amendment should the companies prefer o 
show depreciation on a current cost basis. This is an 
instance of preoccupation with detail in an Act which, 
in any case, defines neither depreciation nor profit 
and can, therefore, hardly require amendment in this 
respect. 

A consequence of preoccupation with the letter of 
the Act is sometimes, I think, a tendency to read 
more into the Act than is, in fact, there, and to attempt 
to apply it to circumstances which obviously did not 
occur to those responsible for the drafting. A cele- 
brated instance of this which is now settled to the 
satisfaction of all concerned was the feeling at one 
time that investments must be necessarily either fixed 
or current assets because the Act refers only to these 
two classes. It is now established ‘that investments 
may, in fact, be neither. Another instance which, so” 
far as I am aware, has not yet been satisfactorily 
settled is the question of future taxation, which does 
not seem to fit neatly into the categories of reserves 
or provisions. Since the Act does not mention them, 
it seems that there are officially no such things as 
deferred liabilities, though some companies are 
brave enough to show them. This is merely recogni- 
tion of the fact that, whether the Act mentions them 
or not, they exist and it is within the spirit of the 
Act to show them separately, whereas it may not 
comply with the letter. 


The Auditor’s Report 
A good deal of what I have said has no doubt been 
open to argument, but the next matter on which I 
have to touch is likely to find us all on common 
ground. That is the question of the auditor’s report, 
which has been widely and, I think, quite rightly ` 
criticized. What is so frequently forgotten by those 
who draft such things as Companies Acts is that their ` 
whole effort should be directed to making the results — 
of their work as useful as possible to the community, 
and in this I feel the Companies Act signally fails. ` 
The clearest instance of this perhaps is the auditor’s | 
report itself, and it would be difficult to think of any | 
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form of words which is less likely to convey a mean- 
ing to the ordinary shareholder in a public company 
-than that set forth in the Ninth Schedule. 

The Act requires that the accounts should be 
signed by two directors; such directors make no form 
of report on the face of the accounts though, of course, 
they share responsibility with their colleagues for 
the directors’ report annexed thereto. The directors’ 
report, however, deals with rather different matters. 
The mere fact that directors’ signatures are appended 
is evidence that such directors act as agents for the 
board in approving the accounts for presentation 
to the shareholders. There does not appear to be any 
reason to believe that to append the auditor’s signa- 
ture in the same way would not convey to the share- 
holders of a company precisely the same indications 
of approval. 


It is, of course, true that should auditors wish to - 


qualify their report they would have to do so above 
her signature on the face of the accounts, but this 
would have a completely beneficial effect in bringing 
to the notice of the shareholders the one important 
thing which they would want to know, and that is 
.that there is a qualification in the report, a fact which 
is frequently extremely difficult for the layman to 
ascertain when he peruses the present form of 
report if, indeed, he ever does so. 

I suppose that the adoption of the present turgid 
and obscure form of report is hardly the responsibility 
of the auditor; it is not his fault that he has to append 
his signature to such an unpleasant example of the 
English language, but it is hoped that, should the 
Companies Act ever be revised, the strongest repre- 
sentations would be made that the auditor’s report, 
above all, should either be materially amended and 
hortened or cut out altogether, and that (though this 
is_another matter) other amendments should be made 
to the Act with the deliberate object of making 
published accounts more easily understood by those 
for whom they are produced. 
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Conclusion 

It will by now, I have no doubt, have occurred to 
you that this paper has consisted mainly of criticisms 
of auditing and auditors on the part of one who has 
neither their work nor their responsibilities. It is 
true that I have not been able to discuss at all the 
feelings with which I wake up on the morning when 
the auditors are due to come in, because in fact I am 
not aware of any special feelings which can’ be 
attributed to that particular prospect except, of 
course, pleasure at seeing old friends. What I have 
tried to do is‘to set down some thoughts which have, 
from time to time, passed through my head as being 
relevant to the work of the auditor and which, from 
the point of view of the audited, present questions to 
which the answer is, at least to me, obscure, and to 
discuss some questions of relationship between the 
two of us which are perhaps more important to me 
than to them. 

Before closing, therefore, I must make it abundantly 
clear to you all that I am as fully aware as anyone else 
of the value of the audit and the auditor and of the 
work that he does. No small part of the reliance which 
the shareholder is now entitled to place on the results 
put before him is due to the work of the auditor, and 
particularly of this Institute, through the years. As 
time goes on, no doubt, there will be further develop- 
ments in practice and even perhaps a change in the 
whole approach to the subject, but as things are in the 
circumstances of today, the auditor in this country 
suffers nothing by comparison with his equivalent in 
other countries and is greatly ahead in all ways of 
most of them. 

This is a heritage which you, as students, will have 
jealously to guard and cautiously to develop as you 
carry out your daily work, as you qualify, and as you 
subsequently attain positions of eminence in the pro- 
fession. I hope that, as you do all this, you will just 
remember that there are at least two sides to every 
audit. 


WEEKLY NOTES 


U.S. and World Commodity Prices 


The recession in the United States has now gone far 
enough for it to have had some effect on the level 
of world commodity prices. It might have been 
thought that there would have been some reaction in 
dollar-earning commodities to the continued absence 
of a spring recovery in America but no such reaction 
has so far materialized. Dollar-earning commodities 
remain particularly firm. 

The Eisenhower administration has said for some 
time past that it would not consider the current set- 
back more than an inventory readjustment unless the 
March unemployment figures failed to show a healthy 
seasonal recovery. The February statistics became 
available this week, and although there is still a 
month to go before the United States Government 
has to make its promised decision on anti-slump 
action, the signs at the moment are not good. There 
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was a further large increase in unemployment last 
month and it is clear that official quarters had been 
hoping for an upturn in activity by this time. Despite 
the unfavourable trend of the statistics, however, 
business sentiment remains buoyant and Wall Street 
is enjoying boom conditions. 

World commodity prices seem to be reflecting this 
more optimistic mood, Cocoa, coffee and non-ferrous 
metal prices have all been moving upwards of late. 
The case of copper is outstanding, for not only is the 
effect of a further cutback in industrial activity in the 
United States to be taken into account but there is 
also the possibility that the Chilean and United 
States Governments may come to terms on the 
prices at which Chilean copper stocks are to come 
on to the world market. In general, the ability of 
commodity prices to keep up, or do even better, 
bespeaks a sound statistical position. 
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February Exports 

Taken on a working-day basis, exports in February 
were almost the sarne as for January. Provisional 
figures put them at £201 million. Taking January and 
February together exports were 7 per cent less than 
the monthly average for the fourth quarter of last 
year but 3 per cent more than the figure of £206 
million in the corresponding month of 1953. 

Imports in February were £242 million while the 
average for January and February at {262 million 
was 5 per cent less than in the third quarter of 1953. 
Re-exports in February were £82 million. The 
provisional excess of imports over exports for the 
first two months of this year was £40'5 million 
which compares with £36°8 million in the average 
month of the last quarter of 1953 but is a marked 
improvement on the quarterly average of £63°8 
million in the opening three months of last year. 

Exports to North America continue to show up 
badly compared with this time last year, partly no 
doubt because of the onset of the recession in the 
United States. Over January and February they were 
14. per cent lower than at the same time in 1953. 
It is noticeable, however, that the flow of trade to the 
United States is holding up better than that to 
Canada. The Dominion has its own worries as 
industrial activity in the United States falls off, for 


THE ACCOUNTANT 


March 20th, 1954 


this is Canada’s principal market for all but staple 
commodities. 


Improvement in Savings 


At the turn of the year Lord Mackintosh was able to 
look forward with rather more optimism to the 
prospects of the National Savings Movement in 1954, 
than he had felt justified in doing for some time past. 
So far, the results this year have borne out his views. 
Since the beginning of January, receipts have exceeded 
withdrawals by {£22°8 million compared with £6 
million over the corresponding period of 1953. 
Indeed, thanks to the improvement in the net savings 
position since the later months of 1952, there is a 
possibility that the small savings financial , year, 
which closes at the end of this month, may show a 
modest surplus. If this were so, it would be for the 
first time since the financial year 1950-51. 

If this trend were to develop it would mean that 
wage-earners and the smaller salary earners, among| 
whom most supporters of the National Savings 
Movement are found, have now begun to refrain 
from spending not only because the cost of living is 
high but also because there is increasing confidence 
in the value of money. It would suggest that inflation 
even of the respectable mild variety, is not quite so 
popular as is sometimes thought. 


FINANCE AND COMMERCE. 


. Stock-markets are now in their seasonal stage of 
indecision prior to the Budget. The tone as a whole 
remains steady to firm largely due to the strength of 
the gilt edged section. To some extent gilt edged 
strength springs from speculative support and for that 
reason is not completely reliable at least-in the short 
term. 
East African Posts 


The extract from the accounts of the East African 
Posts and Telecommunications Administration which 
we reprint this week may be read in conjunction with 
the letter (on page 321) from Mr W. T. Newing, the 
Administration’s chief accountant, and the lecture 
on management accounting for public administration 
by Mr Lawrence W. Robson, F.C.A., F.C.W.A., which 
appeared in our issue of December 26th last.: Mr 
Newing has what amounts to a lifetime of service in 
the postal service and may be regarded as an authority 
on his subject. He puts forward these accounts as 
typical of a self-supporting public service such as 
Mr Robson describes and believes it to be the only 
postal administration which does fall exactly within 
that definition. It even charges the Government 
for services rendered, he says. 

The Administration as constituted is now in its 
sixth year and while Mr Newing sees the financial 
situation shown in the 1952 accounts as ‘not yet an 
entirely happy one’, the Postmaster-General, in his 
report, finds the financial results ‘very encouraging’, 


the operating profits of £456,544 being sufficient not 
only to cover loan charges etc., but also to make 
good deficiencies for provisions for renewals of the 
two previous years. ` 
An interesting point in the audit report is th 
attention drawn to checking of cash. There is no 
independent survey of cash at the head office and 
post offices at the end of the year. Cash at post offices 
is independently checked by post office staff at varying 
periods and the inspecting officers’ reports are sub- 
mitted for audit scrutiny, any queries being referred 
to the chief accountant. The report adds, however, that 
head office cash does not appear to be independently 
checked. The matter is under correspondence. 


Lowest Cost 


Telephone development is still having to be carried 
by the postal service and ‘it still seems likely that it 
will be some years before this service can become 
entirely self-supporting’. 

Viewing the Administration as a whole, however, 
the main point is that improved organization and 
methods of estimating and control of expenditure 
have led to economies and that is the essential aim. 
It is, in fact, putting the equivalent of a profit motive 
-the driving force in a well-conducted commercial 
undertaking — into a public service so that the best 
service is provided with the utmost efficiency at the 
lowest possible cost. 
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Mr Newing, in a further, letter, adds that ‘the 
circumstances in which the Administration became 
self-financing, and the unsatisfactory financial situa- 


- tion which was revealed by the first “commercial” 


accounts, demanded special policies which would, 
he says, appear highly unorthodox in a normal 
context. 

“Those policies have naturally been reflected in the 
accounts, which in turn might well puzzle anyone 
who was unaware of what lay behind them. Neverthe- 
less,’ he says, ‘we have kept the basic soundness of 
financial and accounting principles constantly in 
mind, with the intention of returning to othodoxy 
just as soon as the financial position allows.’ 


American Method 


The 1953 report of the Caterpillar Tractor Company 
(of America) gives an interesting description of the 
accounting procedure for a 4 per cent stock dividend 
which accompanied a cut in the cash dividend on the 


common stock from 75 cents to 50 cents a quarter.. 


The reduction in the cash payment was for the pur- 
pose of putting additional finance into the business. 
The report explains that ‘accounting for this dividend 
was reflected on the company’s books in accordance 
with generally accepted standards of accounting and 
the regulations of the New York Stock Exchange. 
“These require a transfer of the fair value of the 
dividend from “Profit employed in the business” in 
part to “Common Stock” and in part to “Capital in 
excess of par value”, For the purpose of this transfer, 
“fair value” was determined to be $57°75 per share 
which was the market value on the New York Stock 
Exchange at the close of business June 1st, 1953. 


~_ ‘Accordingly, a transfer of $8,826,221 was made 


from “‘Profit employed in the business” to “Common 
Stock” in the amount of $1,528,350, being $10 par 
value per share of the 152,835 shares issued as the 
stock dividend, and in addition, the balance of 
$7,297,871 was transferred to ‘‘Capital in excess of par 
value’’.’ This last-named group, includes such items 
as ‘Excess of net assets of Trackson Company over 
par value of Common Stock issued.’ 

The 4 per cent stock dividend, the report points 
out, provided shareholders with an opportunity to 
obtain a substantial increase in their cash income 
through the sale of the stock. Those who sold were able 
to obtain a tax saving on the sale because any profit 
or loss was treated as capital gain or loss under the 
provisions of the federal income tax law. 'The company 
obrained a ruling from the United States Treasury 
, Department that no federal tax liability arose on any 
portion of the stock until it was sold. 

In itself, the subject is possibly of distant interest 
here but it is interesting to see how these matters are 
treated under the American system. 


H 


Money Market 


Lowering of the market’s bid by 3d to £99 o 5d 
brought a rise of £2 2s 2°61d per cent in the average 
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rate of discount on the {270 million of Treasury 
Bills offered on March rath. Applications totalled a 
record {414,560,000 and at the reduced bid the 
market obtained 45 per cent of requirements. This 
week’s offer is £260 million. 





East African Posts and Telecommunications 
Administration 
ABSTRACT X 


Summary of Abstracts { to IX, showing the gross total of 
Departmental provision for each class of Expenditure 






Difference 
Estimate | Actual 
£ £ £ £ 
Salaries ete. ze Sg 169,600 | 173,418 3,818 — 
Salaries ere. es SH 50,120 50,430 310 — 
Salarles ere. te 557,600 | 526,399 — 31,201 
Salaries erc, = ea 9,800 11,059 {,259 — 
Travelling, Subsistence, 
ere? 
Operational .. Sie 14,950 17,169 2,219 — 
eave... = gé 39,840 27,175 — 12,665 
Rent, House Allowance, 
ete, s4 SS eg 112,590 | 163,083 | 50,493 — 
C.2 | Office Ficcings, etc. `. 47,120 58,765 | 11,645 — 
D. Water, Light and Fuel, .. 9,280 10,553 1,273 — 
Traffic Outpayments: 
Conveyance of Malls by: 
E) Rall DR? LE aoe 54,006 17,965 — 36,035 
RA Road .. as ie 14,800 13,195 — 1,605 
E.3 Sea... ge i 38,000 34,806 — 3,194 
EA Air (inland) `. Soe 32,006 43,202 | 11,202 — 
E.5 Air (Foreign)... .. | 158,000 | £43,379 — 14,621 
Orther Administrations: 
E.6 Postal .. ch ee 28,000 19,736 — 8,264 
E.7 Telegraph ge a 0,000 | 262,802 | 12,802 — 
E.8 Telaphona es ae 12,060 {2,510 510 = 
Incidental Expenses; 
ei Contributions to other . 
Authorities .. em 1,860 2,816 1,016 — 
F.2 Audit .. Di Ss 6,720 6,781 6l — 
F.3 Medical Expenses Ka 9,000 10,262 1,262 — 
F.4 Agency Charges ‘is 4,200 6,242 2,042 — 
ER General, S Le 6,950 5,237 — 1,713 
General Stores, Motor 
Transport, ete: 
GI Stores .. Wo Wa 45,410 79,702 | 34,292 — 
GA Uniforms ete .. ne 10,810 8,076 — 2,734 
GA Supply of Stamps etc... 20,000 55,582 | 35,582 — 
G.4 Departmental Mator 
Transport S SN 79,660 80,692 1,032 — 
Losses, Compensation, 
etes 
HI Losses by Default, Fire, 
etc, .. z3 A 500 2,587 2,087 — 
HA Compensation for Acci- 
dents, etc, .. e 500 1,327 827 — 
LI Salaries ete, ive ,, | 501,430 | 469,713 — 31,717 
Travelling, Subsistence, 
ete.: 
L2 Operational .. es 23,520 36,256 | 12,736 | ° — 
1.3 Leave .. KC SN 34,380 19,457 — 14,923 
K.I Engineering Materials and 
Freight .. .. | 914,120 | 848,286 — 65,834 
K.2 | Local Freight 12,350 6,480 — 5,870 
Ll Power Charges .. S 16,380 9,933 — 6,447 
LA Incidental Expenses ` 1,840 1,859 19 — 
LA Contract Work.. aa 65,700 39,538 — 26,162 
Loan Charges: 
MI | Interest.. 120,000 88,046 — 31,954 
M.2 Redemption ea 6,000 70,006 | 34,006 — 
M.3 Expenses of Issue ay 50,000 7,456 — 42,544 
N. Pensions and Gratuities 14,500 13,213 — 1,287 
OI Salaries ete, °,. ee 59,010 73,666 | 14,656 — 
Travelling, Subsistence, 
ete.: 
O.2 Operational .. 1,540 1,826 286 — 
0.3 Leave ., Sie ate 1,010 788 — 222 
©.4 | Building Materials and 
Freight cà a 30,500 | 132,779 | 102,279 — 
O45 | Local Freight .. gg 30 7H 4lt — 
©.6 | Contract Work.. .. | 276,500 | 120,309 — 156,191 
©.7 | Power Charges .. ee 90 185 95 — 
©.8 | Incidental Expenses .. 860 285 — 575 
Gross Expenditure .. {3,943,280 |3,785,742 — [57,538 








This Abstract shows the overall expenditure of the Administration in 
comparison with the estimate and the variations represent tha net 
result of the various factors explained againse Abstracts | to IX. 
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ABSTRACT XI - Reimbursements 
Difference 
l com Description and Source Estimate Actual 
o. 
Estimate Actual £ 
I Savings Banks: £ D 
a} Headquarters Staf ` SN D sf SS Di oe .. 24,750 23,445 
b) Services at Pose Offices v fe Déi Sh Së .. 15,000 16,900 
ei Stationery etc .. Ce sc Ss SC alg. soi : 350 _ 3,803 
d Administration Costs ete. . oe. ae ea eg rar 350 350 
ei Medical Fees erc, Wé Sa Sc Déi Se e Ke 200 209 
- 40,650 44,707 
2 Collection of Wireless Licence Fees ~ Posts and Telegraphs Share `. E Si SN 2,400 2,063 
3 Engineering Repayment Works and Supplies: . 
: H EA Ratlways and Harbours (T clegraph maiptenanea) Ss de ,, $4,990 13,349 
d} Various aa ee oe ep =. ee D 60,220 4,484 R 
75,210 17,833 
4 Recovery of Losses: 
Varlous s me Si Di és oh ae i {00 IK 
5 Rents Recelvable: 
(a) Deductions from Pay for Housing .. Es e ʻi i .. 24,000 33,264 
(b) Various .. an SCH gp ge Si Se SS CR ds 100 
a 33,267 
6 Sales: 
d General Stores (New) x 100 768 
Engineering Materials (New) ` 100 1,295 
c) Building Materials (New) gg 100 453 2516 
7 Services at Post Offices ete.: 
a) Customs and Excise Departments sis Sa si 10,000 — 
b} Various .. SN ua ae SP hs Wi Ei 1,200 —, 
? Services of Wireless Operators: 
E.A. Meteorological Services e Si SH e dé We e as ween 
10 Training School: 
a) Accommodation, Messing, ete. sg vs vi 990 342 
b) Training of Radio Operators — Police D SN ex 3,450 — 2 
II Miscellaneous .. Sp Kg SN Eé F T T eg Sé eg ; 319 
£101,166 





i cA a AA ee 











Expenditure Income 
1952 
Per- 
centages 
of Total 
Operat- 
ing 
income 
Administrative and Operational % £ £ 
Expenses e 
Salaries, Allowances, ete. Ss 24°55 684,282 977,555 Postal {,234,} 
Travelling and Subststence {73 48,240 i 


Consumable Stores 
Motor Transport.. 2 Ke "32 
Conveyance of Mails 

Payments to Other Administra- 















279,492 








tions .. ae SC si 14-50 
3,321 Agency Charges ace Sg gë WE 
Maintenance of Plant and Equipment: 
i) € £ 
234,375 Salaries .» 289,614 
45.385 Materials . 43,168 
28,945 Travelling and Sub- 
sistence. «. 34,380 
H 44,257 Motor Transport.. 33,413 
6,870 Contract Work .. 4,366 
16,995 Miscellaneous .. 18,588 
376,827 15-20 
163,388 Accommodation . 7-06 
e Losses by Default and Compensa- 
tlon zi d Se 14- 
4,445 Incidentals eo en se -I7 
Other Expenses 
25,333 Training .. Hi 
, 8,969 Medical Services . "36 
5,395 Contribution to Staff Provident 
Fund ett. DÉI ae 2» -17 
6,624 Audit `. Bs Aa ae “24 
Provision for: 
Depreciation: i 
9,127 Operational Buildings 24 -37 
— Residential Bulldings .. Se al 
4,756 Telegraph Plant Ps ER "15 
31,218 Telephone Plant ae sg 1-12 
145,446 Pension Liabilicy .. os SN 5-48 
1,993,745 Total Operating Expenditure.. 83-62 
83,754 Operating Profit os a 16-38 
£2,977,499 


2,330,460 


Dë 0O (£2,787,004 |£2,077,499 




























74,917 
8,958 
307,574 


320,670 
6,433 


527,518 
536,020 


Telegraph Ke Sé 






Telephone Së ma 


Money Order Com» 
mission as ci 











30,471 
5,935 





Postal Order Poundage 


423,529 
196,769 


4,053 
4,784 


29,704 
10,036 


4,702 
6,837 


10,307 
368 
4,188 


31,218 
152,871 


56,544 


637,420 
876,802 


31,613 
7,013 


100-00 | £2,787,004 
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GENERAL NET REVENUE ACCOUNT 











Expenditure Income. 
1952 195] 1952 
£ £ £ 
Loan Charges: 83,754 Operating Profit brought down.. is si 456,544 
£ £ 5,037 Interest — Current and Deposit Accounts, l-1- 
88,118 Interest .. ah DE 120,130 - 4 vestments, etc. .. = Di Ee 13,557 
— Sinking Fund ~. we 54,375 
15,630 Redemption .. Dei 15,631 
200 Issue, Management, etc. 7,456 
— Stock Discount Account 15,812 
213,404 81,585 Repayment Works ùi ei Ge 37,820 
Repayment Works ae De dog Di 24,841 21,555 Sale of Stores Ei ds aa Se 12,301 
Stores Issued for Sale .. we DN Di 6,735 24,131 Miscellaneous ee Se de Ge .. | 23,527 
Miscellaneous ‘ bag Ss 54i 927 Transferred from Revenue Reserve Fund ds — 
Assets Abandoned and Written ‘Off ee eh 2,124 ` 
Assets Written out of Capital Account: 
General Services a VS ne be 6,000 
Residentia! Buildings .. as Sek Se 9,840 
Premature Renewal of Stolen Plant .. SCH 2,461 


Net Revenue... .. is ge D 277,803 


d 


£543, 749 £216,989 £543,749 








GENERAL NET REVENUE APPROPRIATION ACCOUNT 






















£ 


Additional Provision for Renewals: 


£ 
Net Revenue brought down 277,803 





Operational Buildings .. es ee e “a Sé 5,204 
Residential Buildings .. Si ek an gë wi 9,107 
Telegraph Plant.. Si Se dë d 21,657 E 
Telephone Plant Së Så Sb À 226,879 
Balance to Revenue Reserve Puha: 2 Si Se 14,956 


GENERAL BALANCE SHEET AT DECEMBER 3ist, 1952 









































Liabitities Assets 
195} 1952 195] 
. É £ £ £ 
a, Territorial Loans — Outstanding Liability: 2,996,012 | Capital Assets as per ee Account .. Ke 3,817,003 
` É £ — Stock Discount Account . Mi Sc dp 300,438 
889,243 Initial Conversion Loans, 1949 889,078 920,878 | Stores in Stock .. A Sa Ke 1,321,820 
ee 378,000 Cash Loans, 1949 <a 357,000 een 371,146 | Sundry Advance Account Balances s4 es 442,189 
+ D $ i 
2,000,000 East Africa High Commission 34 per cent Stock, e SE REES Sie S D pe Se 
1968/70 ., We Se ee e 4,750,000 a Ge S 701,305 
711,476 | Sundry Deposit Account Balances wa CN 741,202 Cash at Post Offices, Banks, etc.: 
243,187 | Sundry Creditors . Se DN DÉI és 351,228 £ É 
397,933 | Pension Liability Fund .. n n e 560,715 518,047 Current Accounts .. 570,995 
554,554 | Renewals Fund `, 905,799 138,118 On Deposit  .. .. [173,102 
12,707 | Revenue Reserve Fund .. m Si 27,663 | €56,165] mens: ` RE EE 
8,797 | Stock Transfer Stamp Duty Fund 7,482 £ É £ 
— | Sinking Fund- East Africa High Commission ` | 161,443 Pension Liability Fund .. 442,119 
34 per cent Stock, 1968/70 .. 6. we 54,618 Se, e Vane Samp Duty 
EE Geesen Fund .. l 5,592 
5,195,897 8,644,785 m Sinking Fund — ' East “Africa 
Excess of Assets over Liabilities High Commission 3} per 
Consisting of: cent Stock, 1968/70 .. 54,599 
Territorial Loans — Redeemed from Revenue 169,443 | m- 502,310 
or reduced by agreement: £ d 
62,201 Initial Conversion Loans, 1949 62,366 
42,000 Cash Loans, 1949 e 63,000 
104,20! 125,366 
59,01] Capital Gift —-Mbagathi Train- 
ing School .. Se 59,011 
163,212 
£5,359,109 ; £8,829,162 | £5,359,109 £8,829, 162 








e ar d 








1 includes £19,537 not yet reconciled with Stores Branch records (see Operating Accounts Memo., paragraph 11). 


Middle market value of Investments at December 3fst, 1952: Pension Liability Fund, £433,470; Stock Transfer Stamp Duty Fund, £4,810; Sinking Fund E.A. 
High Commission Stock, £55, 044; Total, £493,324, 
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CORRESPONDENCE 


Letters must be authenticated by the name and address of the writer, not necessarily for publication, ` 
The Editor does not necessarily agree with, or hold himself responsible for, the opinions expressed. 


Bonus Share Issues 


Sir, - In order to appreciate the significance of bonus 
share issues it is necessary to understand precisely 
what such transactions are. A bonus share issue is, in 
fact, the distribution of a dividend. Such dividend is 
not payable in cash but in the form of shares, and if 
one ignored the incidence of taxation the effect would 
be the same if the dividend were paid in cash and the 
members used that cash for subscribing for additional 
shares in the company. 

The reason why the dividend is payable in the form 
of shares is that the company, instead of keeping the 
profits it has made in the form of cash, has used those 
profits for the purpose of acquiring additional assets 
with which to conduct the business. Accordingly, a 
person subscribing for 100 shares in a newly formed 
company, and thereafter receiving each year ten 
bonus shares and selling them as he received them, 
would always retain his original capital intact, and 
by using the proceeds of the sale of bonus shares 
would be living on income. Another person investing 
{100 in the same company and receiving each year 
ten bonus shares and selling them, and investing the 
proceeds in the shares of another company, would be 
saving his income and investing that income in shares 
of another company, and a third person investing 
{100 in the same company and receiving each year 
Lo bonus shares and retaining them, would at the 
end of ten years have increased his investment by 
100 per cent by means of saving income. 

A person purchasing shares in a company having a 
large credit balance on the appropriation account 
would be buying shares consisting of capital plus 
income available for dividend. Such dividend, when 
declared, might be payable-either in cash or in bonus 
shares. Such person would be receiving income. He 
would, however, be unwise to spend that income 
because he would have bought that income out of 
capital. I am, Sir, 

Your obedient servant, 


London, WC2. B. J. DAVIS. 


SIR, — Apropos Sir Russell Kettle’s letter (issue 
March 13th), as it is a fact that reserves.are converted 


into issued capital would it not be more telling to . 


refer to ‘conversion’ shares rather than ‘bonus’ 
chares? Yours faithfully, 


London, EC 2. COLIN A. PERRY. 


The Universities Scheme 
Sir, — Mr F. J. Hayward (March 6th issue) seems to 
have been misinformed about the provisions of the 
universities and accountancy profession joint scheme. 
Nobody can expect 


‘a classicist or historian to complete his entire ac- 
countancy studies in twenty-seven months or so’, 


and the scheme does not cater for him. The conces- 
sion, if there is one, is made to graduates in economics 


,and commerce and only if they take a group of sub- 


jects in which accounting and allied subjects are given 
a marked prominence. It follows that this type of 
graduate would enter the accountancy profession not 
as a complete new-comer to the field, but as a person 
already well acquainted with various theories, 
principles and conventions, although different aspects 
of office routine may still have to be learned. 

‘While then, there may be some good reasons for ` 
insisting on a period of three years of practical train- 
ing, I do not believe that this amount of time is 
necessary to complete the studies for the examination 
purposes. In addition, most of those who had to go 
through a series of examinations will agree with me ` 
that a rule preventing one from taking an examination 
before a stated date is very annoying. Why not allow 
the graduate to take the Final professional examina- 
tion, say, a year after graduation, or even earlier, and, 
to ensure a desired period of practical training, defer 
the delivery of the certificate to a later time? It might 
be worth while trying. 

Another thing that possibly discourages a graduate 
from joining a professional accountant’s staff is prob- 
ably exactly the same as that which makes it difficult 
for a newly qualified man, trained in a professional 
office, to settle in an accounts department of a com- 
mercial firm. 

There is too much ‘in-breeding’ of ideas; too much - 
devotion to what ‘has always been done in this way’,” 
and must, therefore, be the right way of doing. A 
person with much broader and flexible views will not 
find this type of setting exactly to his liking. It may 
occur to him that ‘the right way’ is not necessarily 
the best, or at least, not the only right way. 

If he dares to express his thoughts, he is likely to 
become guilty of sacrilege and to find the co-existence 
with the other members of the staff not easy. The 
knowledge that one is not being thought of as a useful 
person and that one is tolerated only and not accepted, 
is not a pleasant thing. Why should a reasonable 
individual risk it? 

Yours faithfully, 
L. HARE, B.COM. 


Irregular Procedure in Presenting Company 
Accounts 


SIR, — I have just recently learned of a case in which 
the directors of a small private company — of which 
my firm are not the auditors — hold directors’ meetings 
to approve the auditors’ draft final accounts and the 
annual general meeting of the company immediately 
thereafter to accept those accounts. 

These accounts are then returned to the auditors 
who have them typewritten in final form ard bound — 


London, SWra. 
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with red tape ~ with their certificate dated with the 
date of the day on which that final writing actually 
fakes place. The accounts are then returned to the 
directors for signing. 

My contention is that this procedure is wholly 
incorrect and improper since the accounts in final 
form, signed and certified, are not technically in 
existence at the date of the annual general meeting. 
The latter cannot accept accounts in respect of which 
these requirements have not been complied with at 
the date of the meeting. Indeed, the annual general 
meeting should not be called until the accounts 
have been statutorily completed. 

Perhaps you would be kind enough to comment 
upon the above-mentioned procedure in your 


aa Yours faithfully, 
PERPLEXED. 


[This procedure is technically very wrong. The 
balance sheet and profit and loss account should, of 
Bourse, be accompanied by the directors’ and auditors’ 
reports and circulated to all members twenty-one days 
before the annual general meeting, and there are 
provisions in the Companies Act for fines in default. 
Provided that all shareholders and others entitled 
to notice are present at the meeting and agree, the 
notice may be waived, but a minute to this effect 
should be recorded. 
_ The principal need here ts therefore to ensure that 
he accounts are in proper form and accompanied by 
he reports before the meeting when approved. 
There is then no objection to re-typing, of course, 
ut they should bear the date on which they were 
riginally drawn up, as otherwise they will be on the 
face of them in conflict with the minutes of the meeting 
at which they were presented. — Editor.] 


SN. Management Accounting for 
Public Administration 


bir, — Although I am not a member of The Institute 
-f Chartered Accountants, I spent some thirty years 
n the General Post Office before coming to East 
\frica, and the article in your issue of December 
26th, 1953, by Mr Lawrence W. Robson, F.C.A., 
sntitled ‘Management accounting for public adminis- 
ration’, has prompted me to send you the enclosed 
innual report for 1952 of this administration.! I do so 
n the hope that you will find interest in the fact that 

e East African Posts and Telecommunications 
Administration falls exactly within Mr Robson’s 
iefinition No. (3). 

I believe it to be the case that this is the only 
postal" administration which does fall exactly into 
fiat definition. There are -others which publish 
heoretical commercial accounts, but I know of no 
ther which is self-financing in the true sense. (I hope 
o be corrected if I am wrong.) This means that we 
lepend solely upon revenues and upon public loans 
ssues to meet the whole of our expenditure, and it 
acludes the fact that even the East African Govern- 


(This week’s reprint in ‘Finance and Commerce’ is from 
he Report — Editor) 
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ment pay us for the public services which we render 
to them. On the other hand, our cash expenditure 
for each year, and the policy it reflects, mist be 
approved in advance by the East African Central 
Legislative Assembly, and this is why you will find 
that the annual report includes appropriation 
accounts as well as operating accounts, the latter on 
a commercial basis of revenue earnings and expendi- 
ture commitments. 

This constitution was brought into being as recently 
as January Ist, 1949, and you will see from the 
accounts which I am enclosing that our financial 
situation is not yet an entirely happy one. Neverthe- 
less, -the application of such principles as those 
expounded by Mr Robson has already brought us to 
the stage of being able to control expenditure and to 
watch trends of revenue month by month at very 
early stages, and we are hoping that, before many 
more years have passed, we shall have achieved a 
sound rate structure in each group of services, postal 
and telecommunications, so that, as far as is humanly 
possible, we may, ‘taking one year with another, 
break even’. 

Yours faithfully, 


W. T. NEWING, 
Chief Accountant, 
EAST AFRICAN POSTS AND 
'TELECOMMUNICATIONS ADMINISTRATION. 
Nairobi, Kenya. 


The Civil Service 


Sir, ~ A commemorative booklet, entitled The British 
Civil Service, 1854-1954, by Mr Wyn Griffith, was 
published recently by H.M. Stationery Office at the 
price of one shilling at the direction of H.M. Treasury. 

On page 10 of the well written bookiet appears an 
agonizing contemporary account, published in 1738, 
of the duties of auditors in relation to the all-important 
subject of the receipt of income. On the final page of 
this booklet, the following passage occurs: 


‘But we live in an era of transformation, an age of 
acceleration, and- time may well bring demands upon 
the Service which will call for growth and change — 
even radical change — in its structure and methods.’ 


I think it might be a matter of general interest if 
the author of this booklet could be persuaded to 
amplify the quoted passage, perhaps to indicate what 
kind of radical change he has in mind. In particular, 
does the author’s reference to ‘growth’ mean that he 
expects the service to grow larger, or grow smaller? 
I am sure many would be interested. 


Yours faithfully, 
B. KENNETH FLETCHER. 


[Mr Wyn Griffith writes: What I had in mind was that 
recruitment must reflect the educational and economic 
pattern, work methods the general pattern of the day, 
and numbers the pattern of Parliamentary demand. 
‘These are the three variables, as I see them. But beyond ` 
that, I cannot read the future.] 


Bromley, Kent. 
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EAST ANGLIAN SOCIETY 


OF CHARTERED ACCOUNTANTS 
ANNUAL DINNER AND DANCE IN NORWICH 


The annual dinner and dance of the East Anglian 
Society of Chartered Accountants was held at Samson 
and Hercules House, Norwich, on Friday, March rath, 
1954, with Mr G. G. G. Goult, F.c.a., President of 
the Society, in the chair. Members and guests with 
their ladies, a company of nearly 150, were received by 
Mr and Mrs Goult, and by Mr James Blakey, F.c.a., 
President of The Institute of Chartered Accountants 
in England and Wales, and Mrs Blakey. 

Among the guests were Alderman R. H. Mottram, 
J.P., F-R.S.L., Lord Mayor of Norwich, and Mrs 
Mottram, Lady Mayoress; Dr P. M. Herbert, k.c.v.o., 
D.D., Bishop of Norwich, and the Hon. Mrs Herbert; 
Lieut.-Col. Sir Edmund Bacon, 0.B.E., Lord-Lieutenant 
of the County of Norfolk, and Lady Bacon; Mr F. W. 
Beney, Q.c., Recorder of the City of Norwich, and 
Mrs Beney; and 

Mr W. G. Densem, ¥.c.a. (Chairman, London and 
District Society of Chartered Accountants) and Mrs Densem; 
Mr Derek du Pré (Editor, ‘The Accountant’); Mr R. B 
Dixon, F.c.A. (President, Birmingham and District Soctety of 
Chartered Accountants) and Mrs Dixon; Mr A. C. Felling- 
ham, A.1.B. (President, Norwich Branch, Institute of Bankers) 
and Mrs Fellingham; Mr J. S5. FE. Hill, SGA, (President, 
Nottingham Society of Chartered Accountants) and Mrs Hill; 
Mr A. Lomax (H.M. Inspector of Taxes, Norwich fst 
District); Mr G. P. Morgan-Jones, M.A., F.C.A. (President, 
South Eastern Society of Chartered Accountants) and Mrs 
Morgan-Jones; Mr F. G. F. Platten, F.S.A.A. (President, 
East Anglian Society of Incorporated Accountants) and 
Mrs Platten; Mr W. P. Scowcroft, A.C.A. (President, 
Liverpool Society of Chartered Accountants) and Mrs 
Scowcroft. 


Chartered Accountancy and the Law 


Links between chartered accountancy and the law 
were stressed by Mr Beney when he proposed the 
toast of “The Institute of Chartered Accountants in 
England and Wales’. In matters associated with 
taxation, members of the two professions often found 
themselves standing shoulder to shoulder against ‘the 
common enemy’ Mr Beney said. He added, ‘We stand 
shoulder to shoulder protecting our clients against 
what we might call in hyperbole “the depredations 
of the ravenous wolves of the Inland Revenue”’.’ 

For the person who fraudulently evaded tax, there 
should be -~ and there was- no mercy, but the man 
who, in the words of Lord Simon, so arranged his 
affairs as not to attract tax was, as Lord Simon 
added, not only entitled to do so, but was justified 
morally and legally in doing it. 

“The burden of tax today is so great that it is obvious that 
anyone would naturally consult his accountant, his solicitor 
and perhaps his counsel on what steps to take in order to 
safeguard his financial position.’ 


Mr Beney continued. Another aspect in which the two 
professions were linked was when accountants were 
called to give expert evidence. 

‘I always feel hesitation when I have to cross-examine an 
accountant’, Mr Beney said. ‘I do not pretent to understand 
a balance sheet. . ... 


A Hazardous Occupation 


Responding, Mr Blakey, addressing the ladies pre- 
sent, spoke largely in lighter vein. Being married to 
a chartered accountant, he said, was a hazardous 
occupation. (Laughter.) 

"We have no trade union to look after us and, as yot 
can see, we are so busy that we have to take work home wit! 
us every night’, he said. ‘Our wives put up with it quite 
cheerfully, too, and it is very nice to find there are oppor. 
tunities when we can all get together and give very sincert 
a to all you ladies for the way you look after us. (Heay 
hear, SE 

‘I have come to the conclusion that any success any mal 
may have in life is due to the care and encouragement o 
someone of the female sex beside him.’ (Applause.) 

Mr Blakey mentioned that he was always impresses 
in his travels by the voluntary efforts made on behalf 
the Institute. 


Trades of Medieval Days 


“The trade and industry of East Anglia’ was given b: 
the Lord Lieutenant of the County of Norfolk, Lieut. 
Col. Sir Edmund Bacon, opp. He spoke of the trades arx 
industries of medieval days which still existed in th 
country — “industries which I doubt ever come to yo 
for audit or for which it ever falls upon you to draw uj 
a balance sheet’. They included the gathering o 
‘Stewkey’ blues (a species of cockle), the work of th 
wild-fowler, and that of the flint-knappers of Brandon 
“These industries are not there just because they ar 
medieval or “olde worlde”’ but because man has no 
been able to discover anything better’, Sir Edmunc 
said. Ma 
He coupled with the toast the name of the Kor 
Mayor of Norwich, Mr R. H. Mottram, the well 
known author of The Spanish Farm and many othe 
books, who caused much laughter with his reply. -< 

“The guests’ was given by Mr H. Lemmon, F.c.a. 
Vice-President of the East Anglian Society of Char 
tered Accountants. 


A Frightening Characteristic 


Reply was made by the Bishop of Norwich, the Righ 
Reverend P. M. Herbert, k.c.v.o., D.D. He remarke 
that one of the most frightening characteristics of th 
modern world was the fact that most of us were s 
engrossed in our particular job that we found it mor 
and more difficult to know anything about the jobs c 
other people. 

‘I am frightened whether that may not prevail, and divid 
all our happy English life into little units knowing nothin 
and caring nothing about their neighbours. 

‘Seeing that danger and difficulty, I rejoice when 
function like this comes along and mixes us up together. 

A toast to the Chairman and Mrs Goult was propose 
by Mr G. G. Youngs, F.c.a., immediate past-preside 
of the Society, and was received with acclamatio 
In his reply, Mr Goult paid a warm tribute to t 
hon. secretary and treasurer, Mr Henry Robinso 
F.C.A., for the admirable results of his work connect 
with the dinner. 

The dinner was followed by a dance. 
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: NOTES AND NOTICES 


The Institute of Chartered Accountants in 
England and Wales 


Summer COURSE, CHRIST CHURCH, OXFORD 
SEPTEMBER 1954 


Members of the Institute are reminded that the clos- 
ng date for applications to attend the summer course 
to be held at Christ Church, Oxford, next Septem- 
ber, is April 30th. Allotments will then be made by 
allot. 

The course commences on the afternoon of 
Thursday, September gth, and disperses on Tuesday, 
september 14th. The titles and authors of the 
iddresses to be given at the course are: 

‘Stock control (I): Manufacturing business’, by 

Mr FE. J. Weeks, A.C.A. 

‘Stock control (II): Distributive trade’, by Mr D.C. 
" Urry, A.C.A. 

‘Auditing’, by Mr C. C. Taylor, F.c.a. 

‘General problems of an accountant in industry’, 

by Mr S. Dixon, M.A., A.C.A. 
“The work of the Institute’, by Mr A. S. Maclver, 
M.C., B.A., Secretary of the Institute. 

As in previous years, group discussions and free 
xchange of views and experience will form an essen- 
ial feature of the course and the programme will 
srovide for recreation and social activities. 

Application forms can be obtained by members 
rom the Secretary of the Institute. 


TAXATION AND RESEARCH COMMITTEE 


L The seventy-fourth meeting of the Taxation 
“and Research Committee was held at the 
Institute on Thursday, February 25th, 


IQ 54, at 2 p.m. 


resent: Mr G. S. Hamilton (in the chair); Messrs R. D. R. 
ateman, M.B.E., J. B. Burnie, P. F. Carpenter, F. 
arruthers, R. M. Chapman, T.D., D. A. Clarke, J. Clayton, 
. W. Cox, R. E. Davis, W. G. Densem, S. Dixon, A. R. 
mglish, F. J. Eves, E. S. Foden, F. M. Gilliat, G. G. G. 
yoult, S$. C. Hand, E. A. Harris, N. B. Hart, ong, T.D., 
V. S. Hayes, G. N. Hunter, S. Kitchen, J. Latham, C.B.E., 
» N. Macdonald, D.F.c., J. H. Mann, M.B.E., G. P. Morgan- 
ones, R. J. Ogle, R. A. Palmer, T.D., A. H. Proud, P. V. 
toberts, H. F. Strachan, A. G. Thomas, W. F. Tidswell, 
> P. Turner, D. P. Walton, R. Walton, E. F. G. Whinney, 
l. K. Wright and G. H. Yarnell, with an Assistant Secretary 
f the Institute and Mr K. H. Saunderson, Assistant to the 


1 


“‘axation and Research Committee. 


Reports of Standing Sub-committees 


\eports from the following standing sub-committees 
rere received: 

General Advisory Sub-Committee (including pro- 
~ gress reports from three drafting sub-committees). 
_ Management Accounting Sub-Committee (includ- 
~ ing progress reports from two drafting sub- 

committees). 

Taxation Sub-Committee. 

Research Programme Sub-Committee. 


Ad hoc Sub-committees - 


Progress reports were received from two special sub- 
committees. Three new special sub-committees were 
appointed. 

Next Meeting 


The next meeting was fixed for Thursday, May 6th, 
1954, at 2 p.m. 


The Chartered Accountants’ Benevolent 
Association 
The annual meeting of the board of governors of 
The Chartered Accountants’ Benevolent Association 
will be held at The Institute of Chartered Accountants 
in England and Wales, Moorgate Place, London, 
ECa2, next Wednesday, at 2.15 p.m. 


Personal 


Messrs SUTCLIFFE & RILEY, Chartered Accountants, 
of Fountain Chambers, Halifax, announce that they 
have acquired the practice of Messrs LEAROYD & 
Sons, Chartered Accountants, at 5 Rawson Street, 
Halifax, from Mr T. G. Dosson, who has ceased to 
practise as from March rst, 1954. The practice of 
Learoyp & Sons will be continued at the same 
address by Mr H. RILEY, F.c.a., and Mr S. SUTCLIFFE, 
F.C.A. 

Mr Guy SMITH, F.c.aA., and Mr T. STEVENSON 
MCINTYRE, A.C.A., practising under the style of 
WATSON, SOWTER & Co, Chartered Accountants, at 
25 Iron Gate, Derby, announce that they have 
admitted Mr H. R. VICTOR RILEY, A.C.A., as a partner 
as from January rst, 1954. Mr Bure has been 
associated with the firm for over twelve years. The 
style of the partnership will remain unchanged. 

Messrs BRADFIELD, CHAPMAN & Co, Chartered 
Accountants, of Friar Lane, Nottingham, announce 
that as from March 23rd, 1954, they are removing 
their offices to 8 Oxford Street, Nottingham. Tele- 
phone Nottingham 53528-0. 

Mr Joun D Brann, Chartered Accountant, 
announces that he has removed from 78 High Street, 
Rochester, to 46 Dale Street, Chatham, Kent. 


Professional Notes 


Tube Investments Ltd announce that, for personal 
reasons, Mr N. G. Lancaster, M.B.E., A.C.A., has 
relinquished his appointments as a director of the 
company, and of its subsidiary and associated 
companies, as from March 13th. 

Mr N. G. Lancaster, M.B.E., A.C.A., who recently 
joined the board of Fillerys Toffees Ltd, has been 
appointed assistant managing director of the company. 


Obituary 
OweEN JAMES WEST, F.C.A., F.C.1S. 


We have learned with regret of the recent death of 
Mr Owen James West, F.C.A., F.C.1.5., at the age of 53. 
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Mr West, who was admitted an associate of the 
Institute in 1922 and elected a fellow in 1927, was 
senior partner in the firm of Owen West & Brewster, 
Chartered Accountants, of Reading. 

From 1938 to 1946 he was honorary secretary of the 
Reading Conservative and Unionist Association, and 
as a conservative he represented Caversham West 
Ward on the Reading Town Council, being a member 
of the civil defence, finance, parks, libraries, and 
parliamentary and wages committees. He was vice- 
chairman of the Rating and Valuation Panel for 
Berkshire and served as a member of the Consultative 
Council of the Southern Electricity Board. He was 
also clerk to the Commissioners of Income Tax and 
Land Tax for the division of Reading. 

Mr West was well known as a writer on account- 
ancy and was the author of Book-keeping and Account- 
ancy for Private Companies, the fourth edition of 
which was published in 1950. 


In Parliament 
OVERSEAS TRANSACTIONS: APPLICATIONS 


Mr Pace asked the Chancellor of the Exchequer how 
many applications for Treasury consent, under 
Section 468 ofthe Income Tax Act, 1952, or the 
section which it replaced, were made during 1952 and 
1953 respectively; and in how many of such applica- 
tions was consent refused. 

Mr R. A. Butter: Three hundred and forty-seven 
applications for Treasury consent were made in 1952 
and 223 in 1953. Consent was refused in seven cases 
in 1952 and in one case in 1953. 

Mr Pace: In consideration of the fact that I am 
providing my right hon. friend with this welcome 
change of subject, will he state whether he does not 
consider that this action in trying to stop up some 
small leaks of tax evasion is preventing the flow of 
investment in the Commonwealth? 

Mr Butter: I have not found that to be the case, 
but in view of what my hon. friend says, I will 
certainly look at it. 

Hansard, March oth, 1954. Oral Answers. Col. 1927. 


The Institute of Chartered Accountants 
in Ireland 
QUARTERLY MEETING OF THE COUNCIL 
Mr Patrick Butler, F.c.a., President, presided at the 
quarterly meeting of the Council of The Institute of 
Chartered Accountants in Ireland, held in Dublin 
on February 25th, 1954, at which Messrs F. Cleland, 
Vice-President, H. E. A. Addy, A. E. Dawson, W. H. 
Fitzsimons, H. Trevor Montgomery, R. P. F. Olden, 
P. J. Purtill and D McC. Watson were also present, 
with the Secretary, Mr Wm. E. Crawford, and the 
Joint Secretary, Mr H. Stevenson, in attendance. 


Apologies for absence were received from Messrs 
J. Bailey, G. F. Klingner and J. Walker. 


Fellowship 
The following Associates in Practice applied for and 
were admitted to Fellowship: 


THE ACCOUNTANT 


March 20th, 1954 


Messrs James Eric Crawford (Belfast); 
Christopher Doyle (Dublin); 
Polden (Dublin). 


Michael 
Stanhope Humphrey 
Ki 


Associateship in Practice 


Mr Patrick Joseph Byrne (Dublin), was admitted 
to practice. 
Membership 


The following successful candidates at the Final 
examination in November 1953 applied for and were 
admitted to membership: 


As an Associate in Practice 
Patrick Thomas Gerard Murphy (Belfast). 


As Associates not in Practice 

William John Coulson Brown (Belfast); Edward Michael 
Conaghan (Londonderry); Denis Connolly (Banbridge, 
Co. Down); Michael Leonard Coppel (Belfast);-—-Negl 
Delargy (Galway); William Desmond Dowie (Belfast); 
William Brendan Doyle (Dublin); James Joseph Fallon 
(Dublin); Thomas Brendan Glennon (Belfast); Robert 
Arnold Houston (Holywood, Co. Down); Philip Mary 
Howlin (Dublin); Patrick Dermot Lavelle a ie | 
Co. Dublin); John Gerard William McComish (Po 
ballintrae, Co. Antrim); Noel Matthew MacMahon (Dublin), 
Samuel Crawford McRoberts (Muckamore, Co. Antrim): 
Robert McNeill Mills (Belfast); Nial John Morrison 
(Londonderry); James Edward O’Byrne (Blackrock, Co. 
Dublin); Francis Joseph O’Duffy (Castleblaney, Co, 
Monaghan); Raymond Anthony O’Leary (Cork); Hug 
Vincent Owens (Monaghan); Douglas Walter Robertso 
(Boyle, Co. Roscommon); Kenneth Joseph Rumbal 
(Malahide, Co. Dublin). 


Industrial Taxation Committee 


A committee of five members of the Council wa: 
appointed to prepare a memorandum of evidence fo: 
submission to the Industrial Taxation Committee 
set up by the Minister of Finance in the Republi 
of Ireland. i 

Next Examinations 7 


It was decided to hold the next examinations 
Intermediate and Final — on May 18th to 21st, 1954 
in Belfast and Dublin. 


The Leicestershire and Northamptonshire 
Society of Chartered Accountants 


In place of its usual annual dinner, the Leicester 
shire and Northamptonshire Society of Charterec 


Accountants held a highly successful dinner ani 


dance on March 11th at The Grand Hotel, Leicester 
One hundred and seventy members and guest 
attended and were received by the President of th 
Society, Mr B. A. Schanschieff, F.c.a., and Mr 
Schanschieff, together with Mr James Blakey, GA 
President of the Institute and Mrs Blakey. ‘The gues 
included: - 

Mr C. L. Davies, F.c.A. (President, Leeds, Bradford a 
District Society of Chartered Accountants) and Mrs Davie 
Mr W. G. Densem, F.c.A. (Chairman, London and Distri 
Society of Chartered Accountants) and Mrs Dense 
Mr R. D Dixon, F.c.a. (President, Birmingham and Distri 
Society of Chartered Accountants) and Mrs Dixon; 
G. G. G. Goult, F.c.a. (President, East Anglian Society 
Chartered Accountants) and Mrs Goult; Mr J. S. F. Hi 
F.C.A. (President, Nottingham Society of Chartered Accoun 
ants) and Mrs Hill; Mr A. Holden (President, Institute 
Bankers, Leicester Centre) and Mrs Holden; Mr G. 
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Morgan-Jones, M.A., F.C.A. (President, South Eastern Society 
of Chartered Accountants) and Mrs Morgan-Jones. 

Mr M. H. Moss (President, Leicester Law Society) and 
Aire Moss; Mr R. Parker (President, Northampton Law 
Society) and Mrs Parker; Mr W. P. Scowcroft, A.C.A. 
(President, Liverpool Society of Chartered Accountants) and 
Mrs Scowcroft; Mr J. Snaith, a.s.a.a. (President, Leicester- 
shire and Northamptonshire Society of Incorporated Ac- 
countants) and Mrs Snaith; Mr E. G. Turner, M.C., F.C.A. 
(President, Manchester Society of Chartered Accountants) 
and Mrs Turner; Mr L. V. West, F.c.a. (President, South 
Wales and Monmouthshire Soctety of Chartered Accountants. 

After dinner, Mr Schanschieff expressed his pleasure 
that the occasion was so well supported and that the 
President and Mrs Blakey were able to be present. 
Mr Blakey also informally addressed the company, 
saying how much he valued the opportunities 
provided by these functions for visiting the district 
societies. 

t Dancing, to music provided by Jimmy Hearth and 
his band, continued until midnight. 


The Leeds, Bradford and District 
Society of Chartered Accountants 


FUTURE EVENTS 


The annual general meeting of The Leeds, Bradford 
and District Society of Chartered Accountants is to 
ibe held at The Great Northern Hotel, Leeds, next 
Friday, at 2.30 p.m. and will be preceded, at 
1 p-m., by a luncheon meeting. 

At a lecture meeting to be held at The Great 
Northern Hotel on April 5th, at 6.15 p.m., Mr H. T. 
Nicholson, F.c.a., will speak on “The valuation of 
shares in private companies for probate following a 
recent Court case’. 


STUDENTS’ RESIDENTIAL COURSE 


‘he third residential course to be organized by a 
cint committee of the Leeds, Bradford and District 
Society of Chartered Accountants and the Leeds and 
Bradford Students’ Associations will commence at 
Grantley Hall, near Ripon, next Monday. 

The first two courses proved: very successful and 
he course this year will be run on similar lines, again 
seing divided into separate sections for Intermediate 
and Final students. The Intermediate course assem- 
bles on Monday afternoon, and disperses on Friday 
morning, while the Final course, in the following 
week, assembles on Monday afternoon, April sth, 
and disperses on Friday afternoon, April gth. 


Southampton and District Chartered 
Accountants Students’ Society 


FOURTH ANNUAL GENERAL MEETING 


The fourth annual general meeting of the South- 
impton and District Chartered Accountants Students’ 
Society was held recently at The Polygon Hotel, 
Southampton, with the President, Mr A. S. Watson, 
CA, A.S.A.A., In the chair. 

The officers and committee for the ensuing year 
were elected as follows: 


President; Mr A. S. Watson, A.C.A. 
Chairman: Mr K. P. Bennett, A.C.A. 
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Vice-Chairman: Mr M., H. Green, A.C.A. 

Hon, Treasurer: Mr J. Sheppard. . 

Hon, Auditor: Mr D. M. Bailey. 

Hon. Secretary: Mr B. R. Nunn. 

Hon. Librarian: Mr D D. Edwards. 

Committee: Messrs W. H. Green, A.C.A., ASAA/ W. C. 
Cull, a.c.A.; R. W. Stephens; D. H. Nash; J. N. Goodenough. 
At the conclusion of the formal business, Mr G. 
Sewell, Editor of Southern Gateway, delivered an 
address on “The Southampton Chamber of 
Commerce,’ 


FOURTH ANNUAL DINNER 


At the fourth annual dinner of the Society, held at 
The Polygon Hotel, Southampton, with the President, 
Mr A. 5. Watson, A.C.A., A.S.A.A., in the chair, the 
guests included Mr G. P. Morgan-Jones, M.A., 
F.C.A., President of the South Eastern Society of 
Chartered Accountants, Mr A. G. J. Horton- 
Stephens, F.c.a., Hon. Secretary, the South Eastern 
Society of Chartered Accountants, Mr W. H. 
Meredith, Official Receiver, Mr D McCarraher, 
SA, and Mr H. J. Whitehead, F.1.B.,. manager, 
Barclays Bank, Southampton. 


The South West London Discussion Group 
The next meeting of the South West London 
Discussion Group is to be held on Monday, April 
sth, at 6.45 p.m. for 7.15 p.m., at The Kingston Hotel, 
Kingston upon Thames, when Mr J. V. F. Crowther, 
A.C.A., will introduce a discussion on the Millard 
Tucker Report on the Taxation Treatment of 
Provisions for Retirement. Any member of the 
London and District Society or Scottish Chartered 
Accountant who wishes to attend, will be welcome 
at the meeting. 


Incorporated Accountants’ 
Hull and District Society ` 
SILVER JUBILEE DINNER AND DANCE 
The silver jubilee dinner and dance of the Incorpor- 
ated Accountants’ Hull and District Society, attended 
by a company of 150, was held at The New York 
Hotel, Hull, on Friday, March rath, with the President 
of the Society, Mr R. L. Davy, F.s.a.a., who was 
accompanied by Mrs Davy, ia the chair. 
Among those present were: 


Mr Leonard C, Hawkins, F.S.A.A. (member, 
Council of the Society of Incorporated Accountants and 
Auditors) and Mrs Leonard C. Hawkins; Councillor B. 
Svenson (Sheriff of the City and County of Kingston upon 
Hull) and Mrs Svenson; Mr S. B. Hainsworth, F.T.1. 
(Senior Vice-President of Hull Chamber of Commerce and 


- Shipping) and Mrs Hainsworth; Mr I. A. F. Craig, 0.B.£., 


B.A., (Secretary, Society of Incorporated Accountants and 
Auditors) and Mrs Craig; Mr H F. Edwards, F.a.c.c.a. 
(President, Association of Certified and Corporate Accountants’ 
Hull and District Society) and Mrs Edwards; Colonel N. B. 
Hart, ong, T.D., D.L., M.A., LL.B., F.C.A. (President, Hull, 
East Yorkshire and Lincolnshire Society af Chartered 
Accountants) and Mrs Hart; Mr H. S. Kennington, F.S.A.A. 
(Senior Vice-President, Incorporated Accountants’ Hull and 
District Society) and Mrs Kennington; Colonel A. V. 
Rhodes (Immediate Past President, Hull Incorporated Law 
Society) and Mrs Rhodes; Mr and Mrs A. H. Crumpton; 
and Mr and Mrs A. E. Norfolk. 


The future of the Humber was discussed by 
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Mr Hainsworth, proposing the toast of “The Humber 
and its industries’. 

Mr Hawkins, looking back over the twenty-five 
years of the district society’s existence, said that they 
had been momentous years for the society and for the 
country. With the upward sweep of taxation they 
had reached the paradoxical position of the tax 
collector relying on the accountant to tell him about 
the company, and the company relying on the account- 
ant to tell them how best to avoid paying taxes. 
This, he said, called for professional conduct of the 
highest standard and integrity of the individual. He 
hoped the time would come when the company 


accountant would have to sign the accounts he issues, ` 


just as the auditor did. 

Addressing his remarks to students, Mr Hawkins 
advised them not to regard examinations as the end. 
all’ of their ambitions, but in the course of their 
articles or apprenticeship — and later membership — 
to take an active part in their students’ society, 
district society and local civic affairs. 

Mr Davy, who was greeted with loud applause, 
said that thirteen years after taking great punishment 
in the war, Hull’s heart was beginning to pulse again. 
The district society, like Hull, had continued to 
grow. There were now 146 qualified members and 
more than 210 students. 

Mr Davy traced the formation and history of the 
district society. It was particularly gratifying to him 
and to those present that, as its first secretary, he was 
President in this silver jubilee year. He paid a tribute 
to the wise guidance of past presidents and secretaries. 


Institute of Actuaries 
ELECTION OF HONORARY OFFICERS 


As already announced, Mr J. F. Bunford, M.A., has 
been elected President of the Institute of Actuaries 
in succession to Mr W. F. Gardner, c.B.E., whose 
term of office will expire on June 14th, 1954. 

Other honorary officers elected for the session 
1954-55 are: Vice-Presidents: Messrs R. J. Kirton, 
MA, F. M. Redington, m.a., C. D. Rich, M.A., 
K. A. Usherwood, M.a.; Treasurer: Mr C. F. Wood; 
Honorary Secretaries: Messrs H. Tetley, M.A. and 
N. C. Turner. | 


ELEVENTH SESSIONAL DINNER 


The eleventh sessional dinner of the Institute of 
Actuaries was held on Wednesday of last week at the 
Connaught Rooms, the President, Mr W. F. Gardner, 
C.B.E,, in the chair. The chief guest was the Rt. Hon. 
Peter Thorneycroft, M.P., President of the Board of 
Trade, who proposed the toast of the Institute. 
Among the many distinguished guests were Mr James 
Blakey, F.c.a. (President, Institute of Chartered Accountants 
in England and Wales); Mr C. Percy Barrowcliff, F.S.A.A. 
(President, Society of Incorporated Accountants and Auditors); 
Mr W. E. Harrison, F.c.w.a. (President-Designate, Institute 
of Cost and Works Atcountants); Mr Walter Barrie (Chair- 
man of Lloyds); Mr H. Beer, c.B. (Under-Secretary, Insur- 
ance Companies Department, Board of Trade); The Rt. Hon. 
Sir Edward Bridges, G.C.B., G.Cc.v.0., M.C. (Permanent 
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Secretary to the Treasury); Sir Archibald Forbes, (Immediate 
Past President, Federation of British Industries); Sir Harold 
Gillett, M.C., F.C.A. (President, Chartered Accountant 
Students’ Society of London); Sir Geoffrey S. King, K.C.B. 
K.B.E., M.C. (Permanent Secretary, Ministry of National 
Insurance); Sir Frank Lee, K.C.B., C.M.G. (Permanent 
Secretary, Board of Trade); Mr R. Maudling, M.P. (Economie 
Secretary to the Treasury); Dr George North, C.B., M.C., 
(Regtstrar-General); The Rt. Hon. Sir William Patrick 
Spens, K.B.E., Q.C., M.P; Mr J. Millard Tucker, OG: 
Sir Bernard White, K.B.E, (Chief Registrar of Friendly 
Societies and Industrial Assurance Commissioner); Sir 
Reginald Wilson, B.COM., C.A. (Member, British Transpori 
Commission). 


The Chartered Accountant Students’ Society 
of London 


The following meetings of the London Students’ 
Society will be held during next week: 


Wednesday, 5.30 p.m.: Demonstration of Underwood 
accounting machines (limited number). ` 

Friday, T p.m.: Lunch-time discussion of study problems 
brought by students. 5.r5 p.m.: Introductory course 
lectures on (1) ‘Records leading to final accounts’; 
(2) ‘Income tax law’. , 


"a 
The Auditors’ Report 


UNDER THE COMPANIES ACT, 1948, AND 
QUALIFICATIONS T HEREOF 


The authoritative article. on this important subject 
by Sir Russell Kettle, F.c.a., recently published in 
The Accountant, has been reprinted as a booklet. 

Nearly 100 examples of auditors’ qualified reports 
are reproduced. 

Copies of this 44 page booklet are now available 
from Gee & Company (Publishers) Ltd, 27-28 
Basinghall Street, London, ECa, price 2s 6d net, 
2s gd post free in the United Kingdom, ` 


Police Force Statistics 1952-53 


The third annual return of Police Force Statistics to 
be compiled by The Institute of Municipal Treasurers 
and Accountants, in conjunction with the Society ol 
County Treasurers, was published recently.1 The 
return relates to all the police forces in England and 
Wales, with the exception of the Metropolitan and 
City of London Forces, and covers the year 1952-53. 

The main part of the return gives details of the 
police force of each local authority with statistics 
showing the strength and expenditure for the year 
The section showing strength gives figures o 
authorized establishments, actual strengths anc 
average daily strengths; there is also a column showing 
the population per police officer on authorizec 
establishment ~ in the year under review the average 
population per officer numbered 674. 

The amount of total expenditure is shown and ir 
addition the net expenditure falling on rates. Fo: 
comparative purposes, the expenditure is analysec 
under various headings and expressed as amount: 
per 1,000 population. 

In 1952-53, the total expenditure of all authoritie: 


1The Institute of Municipal Treasurers and Accountants 
1 Buckingham Place, London, SW1. 3s post free. 
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net from rates and grants amounted to {43,186,516, 
n increase of £3,243,967 on the previous year’s 
igure. The expenditure per police officer totalled 
5094 13S against £866 11s in 1951—52. 


Overseas Economic Surveys 


-wo further surveys in this series have been published 
ecently by Her Majesty’s Stationery Office: a Survey 
f Economic and Commercial Conditions in Brazil, 
rice 5s (post free 5s 34d) and a Survey of Economic 
nd Commercial Conditions in Portuguese West 
\frica (Angola), price 2s 6d (post free 2s 74d). 
These are the latest volumes in the series of over- 
eas economic surveys issued by the Commercial 
‘elations and Exports Department of the Board of 


“rade. 


Black Duty 


At last, Oh great and satisfying feat, 
That warms the heart 

And gratifies the mind: 

A labyrinth of records incomplete — 
Figures apart, 

And columns not aligned. 

Thrice altered script, in endless error laid, 
Mountain of fault, 

Amended high and low 

By fifty pens, and each a different shade; 
Figures distraught, 

And none, a folio. 


Each digit dull, and all unreadable, 
Ungainly sight, 

And frightening to behold! 

No meaning in the mass unkneadable. 
Oh, show some light! 

And mystery, unfold. 


At last, at last, through hours laborious 
Of toi] and-care, 

And patience strain, intense, 

Achieve the end, emerge victorious; 
“There, client, there, 

Your records now make sense!’ 


Oh, feeling of delight that scents the air; 
Excitement mounts 
And music fills the vast, 
Then joyfully the final stages share, 
And signed accounts 
Are certified at last. 

L.H.L. 


TWENTY-FIVE YEARS AGO 


From The Accountant or MARCH 23RD, 1929 
Weekly Note 
The International Accountants’ Congress 
It has been decided that the representatives of the 
stitute of Chartered Accountants at the International 
zcountants’ Congress to be held in New York in 
ptember next shall be Sir William Plender, Bt., 


JOHN FOORD & COMPANY 


56 VICTORIA STREET, LONDON, SWI 


VALUERS AND ASSESSORS 


OF WORKS, FACTORIES, PLANT & MACHINERY, Etc. 
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Sir Woodburn Kirby, Mr. William Cash, and the 
Secretary. Sir William Plender will read a paper on 
“Depreciation and Obsolescence”, Sir Woodburn 
Kirby will read a paper on “Principles of Valuation— 
Capital Assets”, and Mr. William Cash will read a 
paper on “Consolidated Balance Sheets with special 
reference to British practice”, 


SEVENTY-FIVE YEARS AGO 
From The Accountant op MARCH 22ND, 1879 
Extract from a leading article 
Professional Etiquette 


In touching upon the subject indicated by the title 
to this article, we are conscious of standing upon 
that sort of debateable ground which generally, to a 
greater or less extent surrounds a lex non scripta. 
Our purpose, however, is that of showing—if such 
demonstration be needed by accountants—the neces- 
sity of removing this matter as far as possible out of 
the somewhat hazy locality in which it is at present 
placed. We do not start by asserting the advisability, 
or even the practicability, of laying down any 
stringent and detailed code for the regulation of 
members of the profession in business transactions 
where their interests are of an absolutely rival, or 
generally conflicting, character. On the contrary, we 
have no reason to suppose that the gentlemanly 
instincts and the feelings of honour which, in other 
professions, are found to be as effectual as written 
laws enforceable by penalties, are at all lacking 
amongst professional accountants, properly so des- 
cribed. But, just as in other professions it has been 
found desirable to regulate practice by certain broad’ 
rules, so we venture to think that there should be 
some general understanding amongst accountants as 
to the principles upon which professional intercourse 
should be based... . 
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The following is a list of Associates elected to Fellow- 
ship and applicants admitted to membership at the 
Council meeting held on March. 3rd, 1954, who 
completed their Fellowship or Membership before 
March 16th, 1954. 


Associates elected Fellows 

Austin, John Graham; 1937, A.C.A.; (*Austin & Co), 
22 Millstone Lane, Leicester, also at Ashby de la Zouch, 
(Austin & Co). 

Brown, Edward Honeyman; 1939, A.C.A.; (Barrett, Brown 
& Co), 19A Coleman Street, London, EC2, and at 
Birming 

ee Alfred Gordon; 1929, A.C.A.; (G. W. Roberts & 
Co), 8, Moorgate Street, Rotherham. 

Carr, Edgar Noél; 1948, A.C.A. (*E. R. Carr & Co), 102 
New Walk, Leicester, and at Lutterworth. 

Hall, Leonard Moreton; 1924, A.C.A.; Clayton House, 59 
Piccadilly, Manchester, ı and at Middlewich. 

Mertens, Peter William; 1947, A.C.A.; (J. Dix Lewis, 
Caesar, Duncan & Co), tz LA Cannon Street, London, 


EC4. 

Quance, Walter Ernest; 1933, A.C.A.; (Fred J. Ault & Co), 
Sr Edmund Street, Birmingham, 2. 

Sims, Frank Windsor; 1934, A.C.A.; (Heathcote & 
Coleman), 69, Harborne Road, Edgbaston, Birmingham, 
15 and 39, Temple Row, Birmingham, 2 2. 

Sisson, Robert Geoffrey Reid: 1947, A.C.A.; (Lovewell 
Blake & Co), 2 South Quay, Great Yarmouth and at 
Lowestoft and Norwich, 

Waters, Douglas Eric; 1948, A.C.A.; (R. A. Williams & Co), 
6 Agincourt Street, Monmouth. 

Watson, Arthur Schofield; 1933, AC A: (Woolley & 
Waldron), Blue Peter House, 8-10 Portland Terrace, 
Southampton. i 

Williamson, Joseph Reginald Frederick; M.B.E; 1038, 
A CA: (Stanley A. Spofftorth & Co), Clifford’s Inn, Fleet 
Street, London, EC4. 


(Not in England or Wales) 
Stuart, Charles William; 1924, A.C.A.; (*Lawrie Prophet 
& Co), and (*Peat, Marwick, Mitchell & Co), P.O. Box 
93 Kampala, Uganda. 


Admitted as Associates 
(In Practice) 
Abrahams, Hyman (Henry Abrahams), 44 Grove Court, 
Grove End Road, St John’s Wood, London, NW8. 
Aylott, Ronald Frederick William, A.F.C., 33 Portman 
Avenue, East Sheen, London, SWr4. 


(Not in Practice) 

Ableson, Benjamin Joseph, with Wm. F. Smart, Son & Bloor, 
Finsbury Pavement House, 120 Moorgate, London, ECz. 

Al-Hawiz, Nezhet Mohamed Tayib, B.COM., 2 York Road, 
Birmingham, 16. 

Allison, Alan, 4 Felmersham Avenue, Liverpool, 11. 

Appleyard, William Lee, 45 St Annes Drive, Burley, 
Leeds, 4. 

Austen, Robert, 8.a.(COM.), with Jones, Crewdson & Youatt, 
7 Norfolk Street, Manchester, 2. 


Bailey, Patrick Edgar, with *Stanley Wallis & Co, 15 
Weekday Cross, Nottingham. 

Baker, John Derek, c/o Baker & Co, 61 Bridge Street, 
Walsall. 

Ball, Barbara Ethel, with Edward Boyles & Co, Empire 
House, St Martins-le-Grand, London, EC1. 

Banfield, James Henry, with Basil Hallett & Co, Staple 
House, 51~52 Chancery Lane, London, WC2. 


* placed against a firm name signifies that the firm is not 
exclusively composed of members of the Institute. 


Bardrick, Donald Joseph Woolston, 59 Fitzjames Avenue. 
East Croydon, Surrey. 

Barlow, David Latham, with S. H. Horrocks & Son, 23 
Acresfield, Bolton. 

Barnby, Ian Eager Guy, with H. F. Davis, 
Victoria Street, London, EC4. 

Barney, John Milward, with Agar, Bates, Neal & Co, 106 
Edmund Street, Birmingham, 3. 

Barrie, John Michael, 9 St James Road, Purley, Surrey. 

Barritt, Michael, with Weeks, Hillyard & Co, Finsbury 
Court, 111 Finsbury Pavement, London, EC2. 

Barritt, William Moorhouse, with *Asbury, Riddell & Co, 
7 The Square, Shrewsbury. 

Barrow, Elizabeth Dixon, with R. L. Wyllie & Co, 34 
Lowther Street, Whitehaven, Cumberland. 

Barrow, William John, with *Edward Myers, Clark & Co, 
o ër 8 Norfolk Street, Strand, London, WC2. 

Bartfield, William, 44 Sandhill Crescent, "Leeds, 7. 

Bavin, Peter St John Charles, B.coM., with Wood, Alber; 
& Co, 40 & 42 Copthall Avenue, London, EC2. 4 

Baxter, Frederick Geoffrey, with Hodgson, Harris & CS 
Bank Chambers, Parliament Street, Hull. 

Berger, Michael Stanley, with Blackburns, Robson, Coates 
& Co, 59, New Cavendish Street, Portland Place, London, 
Wr. 


Beveridge, Andrew Alexander, with Ridley & Ridley, Gibk 
Chambers, Westgate Road, Newcastle upon Tyne, 1 

Beverley, Gerald, with Mordant, Jarvis, Garvin & Co, Ling 
House, 10-13 Dominion Street, London, EC2. 

Black, Gerald Selig, with *Satterthwaite & Pomfret, 1897 
Stanley Road, Bootle, Liverpool, 20. 

Blackburn, Peter Duncan, with Robert S. Lord, Wareharr 
& Co, 6 Brewer Street, St Aldates, Oxford. 

Boland, Martin, with Hill, Armitage & Co, York House, 3 
Alfred Street, Boar Lane, Leeds, 1. 

Boothman, Derek Arnold, with J. Needham & Co, 3 York 
Street, Manchester, 2 

Bootyman, John Trevor, with Forrester Boyd & Co, E 


14 Queen 


South St Mary’s Gate, Grimsby. 
Bowker, Geoffrey William, with Morris, Gregory &-Co 
3 York Street, Manchester, 2. 
Bowman, John Edward Beck, B.A., with *Price Waterhous: 
& Co, 3 Frederick’s Place, Old Jewry, London, ECa. 
Brahams, Anthony William Henry, with *Hogg, Bullimor: 
& Co, 91 Park Street, Park Lane, London, Wr. 

Brand, Richard Walter, with *Jenks, Percival, Pidgeon & 
Co, 14 Finsbury Circus, London, EC2. 

Bressloff, Stanley John, c/o Percy Phillips & Co, 76 Nev 
Cavendish Street, Portland Place, London, Wr 

Brierley, Harold, with David Smith, Garnett & Co, 61 
Brown Street, Manchester, 2. 

Bristow, Robert Anthony, with *George A. Touche & Co 
Suffolk House, Laurence Pountney Hill, London, EC4 

Brown, Charles Michael, with Newton & Co, Unio: 
Chambers, 63 Temple Row, Birmingham, 2. 

Brown, Robert Honeyman, with Barratt, Brown & Co, 19. 
Coleman Street, London, EC2. 

Browne, Henry Buxton, with Mordant, Jarvis, Garvin A 
Co, Ling House, 10-13 Dominion Street, London, EC2 

Bunce, Frank John, with F. L. Rouse & Co, 2A The Broad, 
way, Penn Road, Beaconsfield, Buckinghamshire. 

Butcher, Theodora ‘Janet, with Blease & Sons, Clifford’ 
Inn, London, EC4. 

Buxton, Terence George, with Lionel H. Lemon & Co, : 
Coleman Street, London, EC2. 


Calnan, Bernard Edward, with Bettson, Fielder & Co, 1 & | 
Great Winchester Street, London, ECz. 








Camfield, Guy Robert, with R. H. March, Son & C 
Baltic House, Mount Stuart Square, Cardiff. 
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Cattermole, Leonard Ernest, with *Richard H. Nerney & 
Co, 141 Moorgate, London, EC2. 

Chaplin, David Lawton, M.A., with *Jones, Crewdson & 

” Youatt, 7 Norfolk Street, Manchester, 2. 

Chappell, Robert Charles, with Black & Severn, 102A 
Lumley Road, Skegness. 

Chilcott, Edwin Henry, with *Fitzpatrick, Graham & Co, 
g5A Chancery Lane, London, WC2. 

~lark, Bryan James, with Saffery, Sons & Co, 200 Gresham 
House, Old Broad Street, London, EC2. 

Clarke, John Geoffrey, with *Cooper Brothers & Co, 348 
Glossop Road, Sheffield, ro. 

~limpson, James Anthony Ernest, with George Hay & Co, 
The Bank House, High Street, Chesham. 

Clisset, John, with S. Ellis, 27 Washway Road, Sale, 
Cheshire. 

~ollier, Roy Sefton, with R. L. Powell (Powell & Powell), 
Northern Assurance Buildings, Albert Square, 
Manchester, 2. 

Zollis, David John, Alder Lodge, Balsall Street East, 

alsall Common, near Coventry. 

ook, Jack Douglas, with W. E. & H. R. Stacey, Ibex 
House, Minories, London, EC3. 

Zoombs, Brian William James, with Watts & Ellison, 

> Midland Bank Chambers, High Street, Weston-super- 
Mare. 

-ooper, Andrew Eric, with *Slater, Chapman & Cooke, 
157 Victoria Street, London, SW1. 
ooper, Geoftrey Clifford, with W. B. Keen & Co, Finsbury 
Circus House, Blomfield Street, London, EC2. 
orney, David Charles Massé, with John Baker, Sons & 
Bell, Cunard House, 88 Leadenhall Street, London, EC3. 

-oulson, William Frank, with Ashworth, Mosley & Co, 
Midland Bank Buildings, Spring Gardens, Manchester, 2. 

-oward, John Humphrey Arthur, with Coward, Button ër 
Co, Southampton House, 317 High Holborn, London, 
WC1. 

zox, Michael Wilkinson, with Ware, Ward & Co, Lloyds 
Bank Chambers, 1 Vaughan Parade, Torquay. 

one, Michael Terence, 3 West Court, Langport, 
Somerset. 

-rosthwaite, David John Orme, with Nevill, Hovey, Smith 
& Co, White Hart Chambers, Launceston, Cornwall. 


avis, David Philip, with G. R. Dawes (Roland Dawes & 
b Neville House, 14 Waterloo Street, Birmingham, 2. 

Mavis, Reginald Riton, with Wilson, de Zouche & 
Mackenzie, 2 Norfolk Street, Strand, London, WC2. 

Jay, Donald Austin, with Smallfield, Fitzhugh, Tillett & 
Co, 24 Portland Place, London, Wr. 

teacon, Malcolm Martin, with *A. E. Limehouse & Co, 
24 Market Place, Rugby. 

lee, John, with Reads, Cocke & Watson, Leith House, 47 
Gresham Street, London, EC2. 

enman, David Crossland, with *Harman & Gowen, 7 
Queen Street, Norwich. 

enman, Michael James, with H. W. Denman, Castle Gate 
Chambers, Castle Gate, Nottingham. 

ible, David Roy, with Edmonds & Co, 66 Victoria Street, 
London, SW1. 

diston, David George, with Butler, Viney & Childs, Go 
St Paul’s Churchyard, London, EC4. 

Ion, James Rylott, with *Richard Place & Co, 27 
Cantelupe Road, East Grinstead, Sussex. 

son, Michael Richard, with *Deloitte, Plender, Griffiths 
& Co, Midland Bank Chambers, 97 Bute Street, Cardiff. 

‘ooley, Donald, with W. H. Barnes & Co, 22 Queen Anne 
Street, London, Wr. 


owd, Anthony Thomas, B.sc., with E. A. Radford, ` 


Edwards & Co, 52 Brown Street, Manchester, 2. 
owning, Eric Edward, with Viney, Price & Goodyear, 
Empire House, St Martin’s-le-Grand, London, EC1. 
'yson, Michael Frederick, c/o Fred Skeard & Sons, 5-6 
Kirkgate Buildings,. Huddersfield. 


agle, James Charles,- with Brown & Wilby, Priory 
Chambers, St Martins, Leicester. 
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Eglin, David Harold, LL.B., with Bayley, Wood, Cave & Co, 
Clarence Buildings, 2 Booth Street, Manchester, 2. 

Eiloart, Ian Robert, with *Singleton, Fabian & Co, 30 
Southampton Buildings, Chancery Lane, London, WC2. 

Eldred, Colin Eustace, with Slater, Dominy & Swann, 
Sussex House, Hobson Street, Cambridge. 

Enzor, Bryan Lewis, with *Cooper Brothers & Co, 348 
Glossop Road, Sheffield, 10. j 

Evans, Derek Jackson, with Hargreaves, Brown & Benson, 
2 Derby Street, Colne, Lancashire. 

Evans, George Herbert David, with Howard Heaton & 
Bendall, 5 Foregate Street, Worcester. 

Everitt, Esther Beryl, with Cole, Dickin & Hills, 18 Essex 
Street, Strand, London, WC2. 


Falck, John Derek, with *Armitage & Norton, Station 
Street Buildings, Huddersfield. ` 

Fearn, Alfred Charles, with Simon Jude & West, 11 & 13 
Victoria Street, Liverpool, 2. 

Felton, John Forrester, with *Felton & Co, 49 Newhall 
Street, Birmingham, 3. 

Fenton, Gordon Conrad, with *Hogg, Bullimore & Co, 91 
Park Street, Park Lane, London, W1. 

Fewlass, James William Barwick, with Hodgson, Harris & 
Co, Bank Chambers, Parliament Street, Hull. 

Fish, Tom Hilton, with *Moss & Williamson, Booth 
Street Chambers, Ashton-under-Lyne. ` 

Forbes, John Charles, with Glass & Moss, Martins Bank 
Chambers, 2A Tyrrel Street, Bradford. 

Forsyth, Alan Neil, B.A.(ECON.), 92 Carlton Road, ‘Derby. 

Frost, Harvey Couch, with Mathias & Co, National Pro- 
vincial Bank Chambers, Duke Street, Tavistock, Devon. 


Garthwaite, Roy, B.A., with *Armitage & Norton, Station 
Street Buildings, Huddersfield. 

Garwood, John Wonnacott, with *Hill, Vellacott & Co, Law 
Courts Chambers, 33 & 34 Chancery Lane, London, WC2. 

Gelling, Robert Raisbeck, with Lancaster, King, Ridgway 
& Co, Queen’s College Chambers, Paradise Street, 
Birmingham, 1. 

Gilliat, John Martyn, 8.a.(COM.), with Dearden, Gilliat & 


Co, Croxley House, 14 Lloyd Street, Albert Square," 


Manchester, 2. 

Gilmour, Walter Allison, with *Baker & Co, Castilian 
Chambers, Castilian Street, Northampton. 

Girolami, Paul, B.com., with *Chantrey, Button & Co, 
Africa House, Kingsway, London, WCz. 

Gleave, Philip Stanley, with Cooper Brothers & Co, 14 
George Street, Mansion House, London, EC4. 

Gledhill, Jack, with E. R. C. Kerr, Post Office Buildings, 
Halifax. 

Glentworth, Derek Stuart, with Leslie G. Jervis & Co, 17 
Hainton Avenue, Grimsby. 

Golding, Alan Jack, with Gollop, Kandler & White, 1o1 
Hatton Garden, London, EC, 

Gothard, John Peter Cockerell, with Hodgson, Morris & 
Co, Central Buildings, 41 North John Street, Liverpool, 2. 

Gough, Maurice Charles, with Howard Bonn & Co, 73 & 74 
Marylebone High Street, London, W1. 

Goulder, Douglas Walter, with Leman, Hill & Hilton, 7 
College Street, Nottingham. 


-Graham, Terence, with Freeman, Bream & Co, Bank 


Chambers, Town Hall Square, Leicester. 

Grant, Nicholas Airth, with J. H. Champness, Corderoy, 
Beesly & Co, 10 St Swithin’s Lane, London, EC4. 

Gray, Roy William, with Edmund D. White & Sons, 
London and Lancashire Chambers, 45A Dale Street 
Liverpool, 2. 

Green, Eric Robinson, with W. G. Hawson, Wing & Co, 
Hartshead Chambers, Sheffield, 1. 

Green, Malcolm, with *Woolger, Hennell, Scott-Mitchell 
& Co, Moorfield Chambers, 165-167 Moorgate, London, 
ECa. 

Greenwood, David Leonard, with *Deloitte, Plender, 
Grifiths & Co, 5 London Wall Buildings, Finsbury 
Circus, London, EC2. 
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Griffith, Geoffrey Price, M.A., with *Griffith & Miles, 28 
Mackenzie Street, Slough. 

Griffiths, Robert Frederick, with Carter & Co, 8 Greenfield 
Crescent, Edgbaston, Birmingham, 15. 


Hale, John Alexander, with Farrow, Bersey, Gain, Vincent 
& Co, 53 New Broad Street, London, EC2. 

Hallett, Roy Graham, with Midgley, Snelling & Co, Ibex 
House, Minories, London, EC3. 

Hamilton, Donald McLaws, with W. Y. Thomson & Co, 
16 Clapham Junction Approach, Clapham Junction, 
London, SWr1. 

Hamilton, Roy Dudley, with Baker, Sutton & Co, Eldon 
Street House, Eldon Street, London, EC2. í 

Harding, Gilbert Ernest Frank, pa. with E. M. Owen & Co, 
11 & 13 Victoria Street, Liverpool, 2. 

Harris, Christopher Mark, with Ridley, Heslop & Sainer, 
10 New Court, Lincoln’s Inn, London, WCa2. 

Harrison, James Graham, with Wright & Westhead, 1 
Martin Street, Stafford. 

Hartley, Walter Colin Farrar, with Rawlinson, Greaves & 
Mitchell, Netherwood Chambers, ra Manor Row, 
Bradford, 1. 

Harvey, John Lane, with Nevill, Hovey, Gardner & Co, 94 
Old Broad Street, London, EC2. 

Hatton, Trevor Richard, 24 Gordonbrock Road, Brockley, 
London, SEq. 

Heaton, Douglas, with R. F. Miller & Co, Ramsden Square, 
Barrow-~in-Furness. 

Heron, Dorothy Elizabeth, with J. F. W. Robinson & Co, 
Bank Chambers, Murray Road, Workington. 

Higgs, Walter Albert Thomas, with *H. A. Merchant & Co, 
48 Uxbridge Road, Ealing, London, Ws. 

Hillson, Geoffrey Brian, with Edwin Guthrie & Co, 71 
King Street, Manchester, 2. 

Hillyer, John Selby, M.A., with *Hill, Vellacott & Co, Law 
wo Chambers, 33 C 34 Chancery Lane, London, 

2 

Hinkley, Derek Victor, with *Wright, Stevens & Lloyd, 
Norfolk House, 7 Laurence Pountney Hill, London, EC4. 

Hoffman, Walter Max, 8.A.(ECON.), with Leslie B. Prince, 
ome & Co, Palmerston House, Bishopsgate, London, 
EC2. 

Hollerin, John, with *S. H. Grainger & Co, Anderson’s 
Buildings, New Market Street, Newcastle upon Tyne, 1. 

Horton, Clive Fielding, with Day, Smith & Hunter, Star 
House, Maidstone. 

Hough, John Patrick, with Derbyshire & Co, Hanover 
House, 73~78 High Holborn, London, WC", 

Houlden, Derrick Henry Gordon, with R. M. Grainger 
(R. M. Grainger & Co), 73—74 Marylebone High Street, 

Dana, 


London, W1. 

Howard, Alexander South 
Kensington, London, SW7. 

Hughes, John Edward, with *Guild, Appleton & Co, 
Prince Buildings, 81 Dale Street, Liverpool, 2. 

Hughes, Philip John, with Annan, Dexter & Co, a1 
Ironmonger Lane, London, EC2. 

Huntington-Whiteley, Hugo Baldwin, with Howard Smith, 
Thompson & Co, Bank Chambers, 11 Waterloo Street, 
Birmingham, 2. 

Hyde-Thomson, Paul Cater, B.A., with *George A. Touche 
SH Suffolk House, Laurence Pountney Hill, London, 

4. 


Ibrahim, Mohamed Abdel Fattah, B.A.(ECON.), 13 Doris 
Road, Sparkhill, Birmingham, 11. 

Ivory, Anthony Francis, with A. M. Edwards (Edwards & 
Co), 10 George Street West, Luton. 


Jacobs, Harvey, with W. Lacon Threlford & Co, Liverpool 
House, 15~17 Eldon Street, London, EC2. 

Jacques, Daniel Douglas, with F. J. Ecclestone (Frederick 
J. Ecclestone & Co), 68 Pall Mall, London, SWr. 

James, Derek John, with “Singleton, Fabian & Co, 30 
Southampton Buildings, Chancery Lane, London, WCa2. 

James, George Anthony Burnet, Manilla Lodge, Clifton 
Down, Bristol, 8. 
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Jeffrey, Leonard, with Kneeshaw, Moffatt & Co, 6 Grim- 
shaw Street, Burnley. 

Jenkins, Michael Burton, B.COM., with *Bolton, Wawn & 
Co, Royal Exchange Buildings, Hood Street, Neweastli 
upon Tyne, 1. 

Jinks, Donald Richard, with Shuttleworth & Haworth, 
Lloyds Bank Buildings, 53 King Street, Manchester, 2. 

Johnson, Edward Stanley, with Middleton & Middleton, 5 
Saville Place, Newcastle upon Tyne, 1. 

Johnson, Michael, with *Wright, Fairbrother & Steel, 9 
Bedford Square, London, WU". 

Jones, Bryan Johnson, 8.A., with Edmund D. White & 
Sons, London and Lancashire Chambers, 45A Dale Street, 
Liverpool, 2. 

Jones, Haydn, with W: R. Gresty & Co, Midland Bank 
Chambers, 97-100 Bute Street, Cardiff. 

Jones, Henry John Foster, with Poulsom & Co, National 
Bank Building, 24 Fenwick Street, Liverpool, 2. | 

Jones, John Bannister, B.COM., with *Chalmers, Wade 
Co, 5 Fenwick Street, Liverpool, 2 

Jones, Norman, with Dryden, Dorrington & Co, Adel 
Chambers, 30 Brown Street, Manchester, 2. - 


Keays, Douglas Louis Frederick, with A. T. Chenhalls 
Co, 115 Chancery Lane, London, WCz. 

Keogh, John Francis, with Brewer & Knott, 34 Ely Plac 
Holborn Circus, London, EC, 

Kermode, John George, 8 Warwick Place, Leamington Spa 

Kermode, Neil William, with Latimer & Kelsall, 12 
Cotton Exchange Buildings, Old Hall Street, Liverpool, 3 

Kershaw, George, with Britten, Kott & Co, Princes Cham 
bers, 16 John Dalton Street, Manchester, 2 

Kershaw, Laurence Maurice, with *Hogg, Bullimore & Co; 
20 Copthall Avenue, London, ECa. 

Khanna, Vidya Bhushan, B.com., with Ridley, Heslop 
Sainer, ro New Court, Lincoln’s Inn, London, WC2. 

Kinnear, Kenneth Francis, with Ridsdale, Cozens & Co 
Hatherton Buildings, Hatherton Road, Walsall. 

Kirkland, George Smith, 80 Marston Road, Wolver 

Francis, 


hampton. 

Knudson Haydn Morgan, with Williams 
Vaughan, 12 Christina Street, Swansea. 

Kutner, Arnold, with Cedar & Co, 65 Bishopsgate, Londo 
EC2. 

Laidler, William, with Ridley & Ridley, Gibb Chamb 
Westgate Road, Newcastle upon Tyne, 1. 

Lane, Michael John Reginald, B.A., Sandhills House, nea 
Walsall. 

Langford, Norman, with *Chalmers, Wade & Co, 5 Fenwi 
Street, Liverpool, 2. 

Larcom, Charles Christopher Royde, M.A., with Spicer 
Pegler, 19 Fenchurch Street, London, EC3. 
Larking, Peter Charies Gordon, with Larking & Larkin 
Invicta Chambers, Pudding Lane, Maidstone, Kent. 
Lee, William Meadowcroft, c/o E. Heaton, 23 Chap 
Walks, Preston. 

Leece, Geoffrey Robert, with Bryce Hanmer & Co, 1 & 
Stanley Street, Liverpool, f; 

Leskin, Bernard, with Bowman, Wilson & Co, Botolp 
Chambers, 119 Bishopsgate, London, EC2. 

Lethieullier, Kenneth John, with Merrett, Son & Stree 
Throgmorton House, r5 Copthall Avenue, Londo 
EC2. 

Levers, George James, with *Elverstone, Marsh & Co, 5 
Baxter Gate, Loughborough. 

Lindsay, Ian Crawford, with Dearden, Gilliat & C 
Croxley House, 14 Lloyd Street, Albert Squar 
Manchester, 2. 

Lister, Victor Charles Michael, with Ernest Francis & Sor 
8 Forbury, Reading. 

Locking, Michael Adee: with E. Kenneth Locking & ce 
Corporation Chambers, Trinity House Lane, Hull 

Lovelady, Gordon James, with *Brown, Topham é 
Partners, 14 North John Street, Liverpool, 2. 

Lucas, John, with *Blackburns, Robson, Coates & Cc 
City Chambers, Infirmary Street, Leeds, 1. 
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Machin, John Julian, with L. M. Hall, Clayton House, 59 
Piccadilly, Manchester, 1. 

Machugh, Peter Brian, with Kingsford, Garlant & J. B. 

e Marks, 23 Essex Street, Strand, London, WC2. 

Macksey, Frederick Charles, with Knill, Padgham & 
Grande, 27 Hertford Street, Park Lane, London, Wi. 

Macnamara, Patrick Carroll, M.A., with Kemp, Chatteris & 
Co, St Swithin’s House, 37 Walbrook, London, EC4. 

Makings, Peter William, with Lever, Honeyman & Co, 9 
Basinghall Street, London, EC2. 

Male, John, 30 Queensway, Lincoln. 

Malin, Geoffrey Walter, with *Josiah Beddow & Son, 

~ Liverpool House, 15 & 17 Eldon Street, London, ECz. 

Malkinson, Eric, 8.coM., with *Henderson & Eastwood, 26 

= North John Street, Liverpool, 2. 

Mallinson, John, with Parkinson, Mather & Co, 10 Norfolk 
Street, Manchester, 2. 

Manners, John Geoffrey Wilson, with Thomas Bowden, 
Sons & Nephew, 42 Mosley Street, Newcastle upon 
Tyne, I. 

Marment, Alan, with Harvey Preen & Co, 17 Basinghall 

Street, London, EC2. ` 

Viarshall, Peter Eric, 26 St John Street, Lichfield. 

Vieade, Peter, with *Spain Brothers & Co, 1 Old Burlington 
Street, London, Wr. 

dech Ronald Julian, with R. M. Grainger (R. M. Grainger 
& Co), 73 & 74 Marylebone High Street, London, W1. 

Vieredith, Gordon, with Bennett & Bennett, 13 Bold 
Street, Warrington. 

Miller, Michael Evensen, with ‘Turquand, Youngs & Co, 
ro Coleman Street, London, EC2. 

Mills, Kenneth Graham, with Whitmarsh, Edgcumbe & 

' Co, 7o Mutley Plain, Plymouth. 

Woody, Donald, c/o Thomson McLintock & Co, 57 King 
Street, Manchester, 2. 

Moore, William Ronald, with R. L. Wyllie & Co, 34 
Lowther Street, Whitehaven. 

Aorgan, Kenneth Bertrand, 
Smithills, Bolton. 

Auggleston, Geoffrey Albert, with Harrison, West, 
Ledsam & Co, 33 Waterloo Street, Birmingham, 2. 

Aurr, Brian Edward, with F. J. Wheeler, Bevois House, 
27~30 Basinghall Street, London, ECz. 
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Kelson, Ian David, with Price Waterhouse & Co, 31 
Mosley Street, Newcastle upon Tyne, 1. 

Vield, Alan Robert, with Buckle, Wilk & Co, 56 Newhall 
Street, Birmingham, 3. 


Jidham, Hugh Scott, B.A., with Mellors, Basden & Mellors, 
1 King John’s Chambers, Bridlesmith Gate, Nottingham. 


‘adgett, John Russell, with *Thomson, Allison & Wilson, 
29 Great Pulteney Street, London, W1. 

age, Frank Anthony, with Plummer, Parsons & Harrap, 
18 Hyde Gardens, Eastbourne. 

*aris, Gerard Darell, with *Peat, Marwick, Mitchell & Co, 
11 Ironmonger Lane, London, EC2. 

*arker-Smith, William Ian, with Sheard, Vickers & Winder, 

| 34 Castle Street, Liverpool, 2. 

arkes, Malcolm Peter, with G. H. C. Stanley & Co, 
Lombard House, Great Charles Street, Birmingham, 3. 
arr-Head, Peter, with Waller Broad & Co, 30 Fleet Street, 
London, EC4. 

SC Bhulabhai Rambhai, 32. Windsor Grove, London, 

a7: g 

aterson, John Wilson, M.A., with *Edward Myers, Clark & 
Co, N.E.M. House, 30 Clarendon Road, Watford, Herts. 
ayne, Joseph Michael, with J. Payne, Middle Row 
Chambers, 324~325 High Holborn, London, WC", 

hillips, John Richard, with R. H. March, Son & Co, 
Baltic House, Mount Stuart Square, Cardiff, 

inkney, Anthony, with *Cooper Brothers & Co, 4 Wycliffe 
Street, Leicester. ) 

latt, Bryan Unsworth, with Cooper & Cooper, 10 & 12 

| Bowkers Row, Bolton. 
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Pocock, Cyril Archie, c/o N. Alexander, 8 Park Street, 
London, W1. 

Pole, Leslie Hammond, with Clow & Morton, Campion 
Chambers, 5 St Nicholas Street, Leicester. 

Pollard, Ronald, with *John F. Heap & Co, 101 Manchester 
Road, Burnley. 
Posner, Jack Louis, with E. H. Ascher (Eric H. Ascher & 
Co), 152 Fenchurch Street, London, EC3. - . 
Price, John, with W. G. Jones (W. Gerwyn Jones & Co), 
Falcon Chambers, Llanelly. 

Procter, William, 13 Wellington Street, Dalton-in-Furness, 
Lancashire. 

Protheroe, Denis John Gordon, with E. G. S. Jackson, 
Midland Bank Chambers, Sr Queens Road, Bristol, 8. 

Pullen, Edward John, with A. C. Mole & Sons, Stafford 
House, Billetfield, Taunton. 


Ratnage, Thomas Leonard, with “Mears, Judd & Co, 35 
John Street, Theobald’s Road, London, WCr. 

Robbé, Jack Robert, Stoneleigh Tower Hill, Horsham, 
Sussex, 

Roberts, Derek Harold Vincent, with Frank Beattie & Co, 
3 York Street, Manchester, 2. 

Roberts, Michael Alan, with SN. T. O’Reilly & Partners, 
34 Lowther Street, Carlisle. 

Roberts, Peter, with W. G. Hawson, Wing & Co, Hartshead 
Chambers, Sheffield, 1. 
Robey, Edward Peter, with *H. D Jones, Somerset House, 
Blagrave Street, Reading. 
Robinson, Eric, with R. Russam (Reginald Russam & Co), 
Manor Buildings, 2 Manor Row, Bradford, 1. 

Rockwell, Percy Frank 38.Sc.(ECON.), with *Singleton, 
Fabian & Co, 65 London Wall, London, EC2. 

Ronson, Denis, with Francis J. Nash & Co, 26 Winckley 
Square, Preston. 

Rose, Colin Leslie, with Jones, Robathan, Thompson & 
Co, Mercantile Chambers, 13 James Street, Cardiff. 

Rosenthal, Raymond, with *Goodman, Jones & Co, 3 
Broad Street Buildings, Liverpool Street, London, EC2. 

Ruston, Kenneth, with Joseph Miller & Co, 28 Mosley 
Street, Newcastle upon Tyne, 1. 


Samwell, Stanley David, with Gane, Jackson, Jefferys Sc 

, Freeman, City Gate House, Finsbury Square, London, 
EC2. i 

Sapsford, George Bertram, with Blackburns, Robson, 
Coates & Co, 59 New Cavendish Street, London, Wr. 

Scott, Donald Charlton, with Carter, Chaloner & Kearns, 
Royal Mail House, 76 Cross Street, Manchester, 2. 

Scott, Roy Leonard, with Jacob & Lobley, Condor House, 
13 & 14 St Paule Churchyard, London, EC4. 

Scott-Mitchell, Raymond Scott Pickering, B.COM., with 
*Woolger, Hennell, Scott-Mitchell & Co, Moorfields 
Chambers, 165-167 Moorgate, London, EC2. 

PERT, Kenneth Edward, Badshot Farm, near Farnham, 

urrey. 

Seed, Donald Lucas, with Titus Thorp & Ainsworth, 11 
Winckley Street, Preston. 

Semple, Thomas Stevenson, with Sewell, Hutchinson & 
Co, Balfour House, Finsbury Pavement, London, ECz. 

Sharples, Neville, c/o E. Hayden Green & Co, Kingsway 
Hall, Kingsway, London, WCS, 


n Shaw, Geoffrey, B.A.(ECON.), with *Edward Myers, Clark & 


Co, 7 & 8 Norfolk Street, Strand, London, WC2. 
Shaw, Richard Norman, 67 Liverpool Road South, Maghull, 
near Liverpool. { 
Sherman, Hyman Arnold, with Myers, Davies & Co, 
259-264 Salisbury House, London Wall, London, EC2. 
Smith, John, 23 Daryngton Drive, Greenford, Middlesex. 
Simons, Martin Edward, B.Sc.(ECON.), with H. W. W. 
Gumbley, 20 Waterloo Street, Birmingham, 2. 

Smith; Arnold Graham, with *Burston, Dimmock & Co, 
IIA Cornhill, Bridgwater. , 
Smith, David Leslie, with Alexander, Sager & Co, 31 

Clarendon Road, Leeds, 2. 
Smith, Howard Brian, c/o Howard R. Smith & Co, 14 
High Street, Kettering. 
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Smith, John Whitehurst, with A. C. Brading & Co, 26 
Northbrook Street, Newbury. 

Smith, Reginald Trevor, with Creer, Etty, Rank & Co, 8 
Coppergate, York. 

Smith, William Rankin, with Mercer & Hole, Gloucester 
House, 72 London Road, St Albans. 

Staines, Ian Michael Philip, with Jones & Hack, ro White 
Friars, Chester. 

Stevens, John Frederick, Oaklands, Birchwood Park 
Avenue, Swanley, Kent. 

Stewart, Ian Robert, with Callingham, Brown & Co, 
ya House, 119-125 Finsbury Pavement, London, 

2. 

Story, Derek Alfred, with S. G. Weaver (S. Gordon Weaver 
& Co), 183 High Road, Loughton, Essex. 

Stuart, John Morris, with Atkinson, Smith & Atkinson, "o 
East Parade, Leeds, 1 

Stubbs, Kenneth Garton, 20 Pine Walks, 
Birkenhead. 

Sturgis, Simon Roy Owen, with Edward Moore & Sons, 
‘Thames House, Queen Street, Place, London, EC4. 

Swaysland, Edward Lawrence Cresswell, 124 The Grove, 
West Wickham, Kent. 

Swindell, Howard, with Thornton & Thornton, 8 King 
Edward Street, Oxford. 


Prenton, 


Tansley, Thomas Anthony, with McPherson, Timmins & 
Ednie, 15 Goldington Road, Bedford. 

Taylor, Kenneth, with Clark, Battams & Co, 32 Victoria 
Street, Westminster, London, SW1. 

Taylor, Roger King, with *T'urquand, Youngs & Co, 
Electricity House, Colston Avenue, Bristol, 1. 

eee Bryan Charles, 10 Lennox Road East, Gravesend, 

ent, 

Terry, Joseph Anthony, with Arthur L. Sutcliffe & Co, 

ee Court, Finsbury Pavement, Moorgate, London, 
2 

Thomas, Paul Selwyn, with Lodge & Winter, 19 Lemon 
Street, Truro, Cornwall, 

Titmuss, John Yarwood, with Gibson, Appleby & Co, 20 
Bloomsbury Square, London, WC 1. 

Townend, Douglas Ronald, with Smailes, Holtby & Gray, 
99 Princes Avenue, Hull. 

Tuckey, Herbert William, with T. O. Williams & Davies, 
Prudential Buildings, St Philip’s Place, Birmingham, 3. 

Turner, Richard Gordon, with John Gordon, Harrison, 
Taylor & Co, 7 Bond Place, Leeds, 1. 

Turrell, Leon Walter, 7 Thistley Close, Walkerville, 
Newcastle upon Tyne, 6 

Ungoed, Caerwyn James Jones, 23 Ropewalk Road, 
Llanelly. 


Vince, Peter Gioie, with Edmonds & Co, Pearl Buildings, 
Commercial Road, Portsmouth. 


Walker, Andrew Miles Blake, B.com., with Harmood 
Banner, Lewis & Mounsey, 24 North John Street, 
Liverpool, 2. 

Walker, George Michael Henderson, B.A, with W. H. 
Walker & Co, 42 Castle Street, Liverpool, 2. 

Walker, Peter Graham, with W. Lambert & Co, National 
Provincial Bank Chambers, Scott Street, Keighley, 
Yorkshire. 

Walton, Ben Nelson, 2 Charlotte Street, Carlisle. 


Walton, Desmond Harry Valentine, DEG with 


Woodthorpe, Bevan & Co, Leadenhall Buildings, 1 
Leadenhall Street, London, EC3. . 
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Warner, Kenneth Sidney, c/o H. J. Cox & Co, 4 Cardif 
Road, Luton. 
Warren, Frank, with T. Walsh, 16 Edward Street, Blackpool. 
Waterfall, Selby Duncan, B.A., with *Whinney, SEH 
Whinney, 4B Frederick’s Place, Old Jewry, London, EC 
Watson, Frank Nahapiet, with *Allan, Charlesworth & Co, 
17 St Helen’s Place, Bishopsgate, London, EC3. 

Watson, Peter Leslie, with D. W. Coates, West, Grimwood 
& Co, 72 & 74 Victoria Street, London, DW". 

Welch, Colin Hughan, with H. Overton, Salt & Co, 85 
Edmund Street, Birmingham, 3. 

Westwood, Barry ‘John, with Herbert Pepper & Rudland, 
Waterloo House, 20 Waterloo Street, Birmingham, 2 

Whatley, Michael Chadwick, MA. with Blackburns, 
Robson, Coates & Co, City Chambers, Infirmary Street, 
Leeds, x 

Whitaker, "Patricia Rose, with H. W. Vallance Lodge & Co, 
746 High Road, Tottenham, London, N17. 

Williams, Edgar Norman, with A. K. Williams (Williams 
& Co), 6 Marlborough Place, Brighton, 1. 

Wilson, William Derek, with F. W. Popplewell & Son, 
48 & 50 Mosley Street, Manchester, 2 

Woffenden, Desmond J ohn Denison, with Gibbons and 
Vowles, 27 Orchard Street, Bristol, 1. 

Wolfenden, Ann, with Cooper & Cooper, 10 & 12 Bowker’: 
Row, Bolton. 

Wood, Colin George, with Edward Myers, Clark & Co, A 
Clarendon Road, Watford. 

Woodhouse, Cecil, with C. J. H. Jones, Avens, Worley & 
Co, 15 Commercial Road, Portsmouth. 

Woolf, Arnold Robert, with Tames, Woolf & Co, Buchanar 
Buildings, 24 Holborn, London, EC, 


(Not in England or Wales) 


Adamson, Arnold, with *Cooper Brothers & Co, 34 Wes 
George Street, Glasgow, C2. 

Badley, Robert ‘Clayton, with *Cooper Brothers & Co 
P.O. Box 117, Moshi, Tanganyika. 

Barton, Noel, with *Peat, Marwick, Mitchell & C 
Southern Life Building, Stanley Avenue, Salisbu 
S. Rhodesia. 

Cox, Roy Arthur, c/o Colombo Ge Co Ltd, P. 
Box 33, Colombo. 

De Alwis, Leslie Alan Winston, B. sc., 23/2 Guildfo 
Crescent, Colombo, 7, Ceylon. “ 

De La Rue, Donald Cecil, with Black, Geoghegan & Til 
10 Lefebvre Street, Guernsey, Channel Islands. 

De Silva Wijeyeratne, Allaster Dalton Edward, B.A., 1. 
Pereira Lane, Wellawatte, Colombo, 6, Ceylon. 

Keogh, Dermot Brandon John, Estoril, Tramore Lawn 
Douglas Read, Cork, Eire. 

Monk, Michael Maurice, c/o P. S. Ross & Sons, 360 s 
James West, Montreal, P.Q., Canada. 

Settinayaka, Don Richard, B.COM., 67 Stace Road, Colombc 
14, Ceylon. 

Williams, Brian Harding, c/o P.O. Box 139, Lagos, Nigeria 
B.W.A. 

Youssef, Mohamed Amin Abou, B.COM., 34 Farouk Stree 
Chatby, Alexandria, Egypt. 







Former Member readmitted to Membership 


Paus, Christopher Charles, c/o The British Tabulatin 
Machine Co Ltd, Victoria House, Bloomsbury Square 
London, WCr. 
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ESTABLISHED 1874 
l VOL. CXXX., NO. 4136 


INTER VIVOS GIFTS 
VALUATION FOR ESTATE DUTY 


HE valuation of inter vivos gifts for estate duty purposes 

has once more been the subject of an announcement by the 

Board of Inland Revenue — an announcement which prac- 
tically cancels two previous announcements made in the last 
few months. 

In July 1953 the Board announced that they were advised that 
where estate duty is imposed by the Finance Act, 1894, Section 2 
(1) (c), upon ‘property taken’ under a disposition purporting to 
operate as a gift inter vivos, the expression “property taken’ must 
be read with Section 22 (1) (f), which defines property as including 

‘real property and personal property and the proceeds of sale thereof 

respectively and any money or investment for the time being repre- 

senting the proceeds of sale’. 
The definition applies ‘unless the context otherwise requires’. 
The expression “property taken’ does not occur in Section 2 (1) 
(c) itself, but is imported by reference to the Customs and Inland 
Revenue Act, 1881, Section 38 (2) (a), which was originally con- 
cerned with probate duty. Section 2 (1) (c), as E 
amended}, in effect imposes estate duty on 

‘any property taken under a disposition made by a person dying 

after August ist, 1894, purporting to operate as an immediate gift ` 

inter visos which shall not have been bona fide made five years 
before the death of the deceased’. 

The announcement of July 1953 was accompanied by the 
following new rules of official practice: 

‘(a) where property given to a donee absolutely has been the subject 
of a sale for full consideration in cash between the-date of the 
gift and the date of the donor’s death, duty will be claimed, not 
in respect of the property originally given, but in respect of the 
cash proceeds of sale; provided that, if the donee can show 
satisfactorily that at the donoi’s death the proceeds of sale are 
represented by property or investments, duty will be claimed 
in respect of such property or investments to the exclusion of 
any other property; 

‘(6) where, before the donor’s death, the property originally given 
to a donee absolutely has been transferred for full consideration 
received by the donee in the form of property other than cash, 
duty will be claimed in respect of the property taken in exchange 
by the donee, except that, if the property taken in exchange is 
sold by the donee before the donor’s death, duty will be claimed 
in accordance with paragraph (a) above.’ 

Even assuming that the extended definition of property in 

Section 22 (1) (f) did apply to Section 2 (1) (c), the above rules 
would seem to put far too wide a construction on it. In the first 


d 


1 Finance Act, 1946, Section 47. 
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place, ‘money or investment’ is treated as includ- 
ing all property; but not all property 1s an invest- 
ment. Rule (6) impliedly tréats an exchange as 
being a ‘sale’ for the purposes of Section 22 (1) (f), 
but there is a considerable body of authority for 
saying that the ordinary meaning of sale imports 
a money consideration. A recent judicial pro- 


nouncement to that effect is contained in Kirkness 


v. John Hudson & Co Ltd (32 A.T.C. 435). 

Again, Section 22 (1) (f) makes no stipulation 
that the sale must be for full consideration. This 
change of practice would increase the burden to 
be borne by a donee who had sold the gift for a 
sum which was more than the value of the gift at 
the date of death. Although Section 22 (1) (f) 
was mentioned in the judgments in Strathcona v. 
CIR. ([1929] 8 A.T.C. 800), that decision is 
authority for saying that, in such a case. as we 
cite, the donee would be entitled to pay on the 
lower amount. In a leading article in our issue of 
August Ist, 1953, we ventured to presume that 
the new rule of practice could not be so applied 
as to change this. 

In this situation the Board of Inland Revenue 
made a further pronouncement in January, to 
the following effect: l 

‘the donee does not have an option to pay duty 

either on the property or on the proceeds of sale; 

... where a sale has taken place after the gift and 

during the donor’s lifetime the claim will prima 

facie attach to the proceeds of sale, but if it can be 
shown that at the donor’s death such proceeds 
were represented by identifiable property or invest- 
ments to the exclusion, not only of the property 
originally given, but also of the proceeds of sale’. 

Thus liability was to depend largely on chance. 
If there was a sale and proceeds, the Inland 
Revenue would levy tax on the proceeds. The 
fact that these had been exchanged for property 
which at the date of death was worth more would 
not increase liability unless the donee were 
quixotic enough to establish the fact. Deciding 
what property ‘represents’ the proceeds would 
be a difficult matter, at least with ordinary people 
who do not keep elaborate accounts to enable the 
tracing forward of the money which comes into 
their hands from various sources. Where a donee 
held property or investments purchased after the 
‘gift which had depreciated before the donor’s 
death, he would naturally be concerned to argue 
that the depreciated property ‘represented’ the 
` proceeds of sale of the gift. 
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On January 25th the House of Lords gave 
judgment in Sneddon v. Lord Advocate} ([1954] 
1 All E.R. 255). That case concerned the valua- 
tion for estate duty purposes of a gift of {5,000 
cash which was handed to trustees on certain 
trusts and was represented at the date of death 
by shares in a company valued at £9,250. The 
Inland Revenue claimed duty on the £9,250 
but the House of Lords held that the correct 
value was the £5,000 cash. The point which we 
are concerned with here was not required to be 
decided but it can be inferred from the judgments 
in the House that the rules of practice referred to 
above had no support in law. — 

By that time the Inland Revenue were already 
arguing, in another case, that Section 22 (1) (f) 
did not apply to the computation of liability 
under Section 43 of the Finance Act, r940 
(release of a life interest, Re Iveagh Trusts (rosa) 
1 All E.R. 609)). It is not surprising therefore 
that a third announcement was made this month. 
The relevant part of the new announcement 
reads as follows: 

‘The meaning of the expression ‘property 
taken” under a disposition purporting to operate 
as a gift inter vivos has since been considered by 
the House of Lords in Sneddon v. Lord Advocate 
([1954] 1 All E.R. 255; 2 W.L.R. zl and it 
appears that the official practice mentioned above 


is not in accordance with the law. It will therefore 
no longer be followed. | 


‘In future, the estate duty in respect of property 
taken under a disposition purporting to operate 
as a gift inter vivos will be regarded as imposed 
upon the property originally given, whether 
absolutely or by way of settlement, and in this 
context the word “property” will not be given the 
extended meaning assigned to it by Section 22 
(1) (f) of the Finance Act, 1894.’ 

The final paragraph of that announcement 
shows that the decision in Sneddon v. Lord 
Advocate is officially regarded as having over- 
ruled the decision in Re Payne; Poplett v, 
Attorney-General ([1940] Ch. 576; 19 A.T.C. 
142). It follows that where a donor settles invest- 
ments or other property, it is the specific property 
settled which has to be valued at his death, 
whether the trustees have retained it or disposed 
of it. 

Anomalies remain, as indeed they must on 
either interpretation of the law. 


} Referred to in a contributed article in our issue of March 
6th and briefly reported in “Taxation Cases’ at page 384 
of this issue. 
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THE SCOTTISH INSTITUTE’S YEAR 


of Chartered Accountants of Scotland for 

the year ended December 31st, 1953, to 
be presented at the annual general meeting of 
members next Wednesday, records further sub- 
stantial progress in the affairs of the Institute. 
The total membership has risen from 5,349 to 
5,515. With the approval of the Council, there 
was formed at the close of the year The Associa- 
tion of Scottish Chartered Accountants in the 
_Midlands, the general object of which will be to 


Te report of the Council of The Institute 


promote fellowship among all Scottish members 


in that area. 

One of the most notable innovations in the 
Institute’s calendar for 1953 was the inaugural 
summer school at St Andrews University. The 
occasion was a happy blend of the serious and 
social and more than one hundred members took 
part. Both the high quality of the papers presented 
and the enthusiasm of the discussions which 
followed reflectea the awareness of members of 
the importance of the subjects considered. So 
successful was the venture that arrangements 
are now in hand to hold the second summer school 
at St Andrews next September. Members of 
the Institute also forgathered at Glasgow in 
February when an inaugural dinner was held 

“to celebrate the amalgamation of the Edinburgh, 
Glasgow and Aberdeen bodies. 

In common with those of the other professional 
bodies, the services of the Scottish Institute 
have, throughout 1953, been freely at the disposal 
of government and other commissions on matters 
concerning the interpretation and administration 
of the law. On the invitation of the Board of 
Inland Revenue, the Council prepared a memor- 


andum on estate duty anomalies for consideration | 


by the CHANCELLOR OF THE EXCHEQUER. The 
Council was also invited to submit memoranda of 
evidence to the departmental committee, under 
the chairmanship of Lorp SORN, set up to review 
the present valuation ‘and rating systems in 

Scotland and to the departmental committee on 
= shares of no par value, with Mr MONTAGU 
GEDGE, Q.C., as chairman. Just after the end of the 
year, the Council issued a statement to members 
of the Institute on the subject of accounting in 
relation to changes in the purchasing power of 


money. The view expressed therein was briefly 
that until accounting techniques which would 
reflect the situations created by either inflationary 
or deflationary movements of currency had been 
resolved by practical experience, it was inappro- 
priate for a professional body to recommend the 
use of any particular method. Encouragement, 
however, should be given by professional bodies 
to experimentation and research in this direction 
by members. 

The income and expenditure account of the 
Institute shows a surplus for the year of {£1,613 
which includes a refund of fror in respect of 
the Sixth International Congress on Accounting. 
The surplus for the previous year was £324, 
arrived at after charging the Institute’s con- 
tribution of £2,095 towards the expenses of the 
Congress. The increase in general income of 
£1,526 has been absorbed principally by heavier 
establishment and administration expenditure. 

It has been decided that the main library of the 
Institute should be that at the Glasgow premises. 
It consists of well over 15,000 books and pamphlets 
including a number of rare folios on book- 
keeping and cognate subjects. The libraries at 
Edinburgh and Aberdeen contain between them 
upwards of 7,000 volumes. Last September, 
Miss Mary Craic, the librarian in Glasgow, 
retired after nearly fifty-one years of devoted 
service to the Institute and its members. 

The stage is now busily being set for the 
Institute’s centenary celebrations which will be 
held in Edinburgh from June 16th-18th.? Invi- 
tations have been sent to all the accounting bodies 
who were represented at the Sixth International 
Congress on Accounting as well as to others 
who could not be present on that occasion. It is 
appropriate that the proceedings will begin with 
a service of commemoration and thanksgiving in 
the ancient cathedral of St Giles, the High Kirk 
of Edinburgh. The motto of the Institute is 
Quaere Verum and the Council rightly recognizes 
that this quest cannot wholeheartedly be pursued 
unless the divine source from which all truth is 
derived is acknowledged and constantly re- 
membered. 


1 See The Accountant for January 23rd, 1954, at page 100. 
2 See The Accountant for February 27th, 1954, at page 242. 
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PROPOSALS FOR SIMPLIFICATION 
by L. B. GOODYER, A.C.A. 


4 

HANGES in the Income Tax Acts during, 

recent years have done little or nothing to! 

improve the system or simplify computa- 

tions relating to personal income tax. In the 

course of time there have been numerous altera- 

tions in the scale of rebates and rates of tax, but 

the same fundamental system has been main- 

tained. As a result, various anomalies have arisen 

and computations have become more involved. 

‘There is no doubt that a simpler basis and method 

of tax calculation would be welcomed by every- 
one. 


Existing Anomalies 


Owing to the graduated scales of tax now in 
force, the present earned income relief and 
personal allowances do not produce their maxi- 
mum effective value until the taxpayer is lable 
for tax at the full standard rate of gs in the £. 
There are also’various anomalies as between one 
category of taxpayer and another. Furthermore, 
the higher rates of tax, particularly gs in the £, 
are proving a disincentive to further productive 
effort by workers generally. 


Suggested Improvements 


In order to remedy the above anomalies, which 
are examined in more detail later, and with the 
object of simplifying tax computations, the 
following proposals are. put forward as being 
more logical, equitable and simple: 


(1) To calculate a ‘basic tax’ at appropriate 
rates on the income concerned before 
making any deductions. 


(2) To take care of earned income relief by 


means of a differentiation in the rates — 


applicable to earned and investment income 
respectively. 


(3) To deduct personal allowances of a fixed 
amount from the basic tax in order to 
arrive at the tax-payable. 


Comparative Computations 


The following is an example of computations 
under present and proposed systems for a 
married man (with one child) earning {900 a 
year: : 





Se 
(A) PRESENT SYSTEM 
£ 4 
Total ds WR Ss Si SS goo 
Less Earned income relief eee 200 
Married allowance e kv 210 
Child allowance .. e 2 85 
— 495 
Taxable income.. £405 
£ s d 
2s 6d in £ on £100 be T Jy . 12 19 O, 
šsod p £150 ae ba T 37 10 o 
oO p £150 ats Se ga 52 10 o 
gsod ,, Js we oe ae 2 5 o 
Tax payable £104 15 o 
(B) PROPOSED’ SYSTEM 
£ s d 
5s od in £ on £900 ih Ge 1. 225 0 o 
2asod,, £200 aad e MÉ as 20 © o 
Basic tax rae T -- £245 o o 
Less Married allowance .. {£109 4 o 
Child allowance... 31 4 © i 
140 8 o 
Tax payable £104 12 o 





Details of Proposals 


The following scale of tax and personal allow- 
ances is proposed: 
Lf” 
INCOME TAX 

Earned income 

ss od in £ on total income. 

26 OÉ income over 

Ze od , ” 
Investment tncome 

4s od in £ on total income. 


£,700. 


£2,000. 


zod income over L700. 
PERSONAL ALLOWANCES 

Per annum Per month Per week 

£s d £s d £s d 
Single .. ,, OO A o 5 17 o I 7 o 
Married -. 109 4 0 o 2 o 220 
Each child -- 31 4 o 212 o I2 0 
Housekeeper or 
dependent re- 
lative -- 83% 4 o 212 0 I2 o 


It will be noted that the annual rates of personal 
allowances are easily divisible by 12 or 52 accord- 
ing to whether salaries or wages are paid monthly 
or weekly. 


Earned Income Relief 
The present earned income relief of two-ninths 
equals 22:22 per cent which at gs in the £, would 
give a rebate of 10 per cent on the income con- 
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cerned. Under the present system, however, tax- 

payers do not benefit to the extent of ro per cent 

-unless they are liable for tax at gs in the £. 

Table I shows the present earned income relief 

as @ percentage on total income. It will be 
TABLE I 


EFFECTIVE EARNED INCOME RELIEF, 1953-54 AS 
PERCENTAGE OF TOTAL INCOME 






Married| Wife 
and 3 
children | children 





observed that on a salary of {500 a year, a married 
man with two children only benefits to the extent 
of 3-2 per cent of his income. A single person has 
a greater measure of relief than a married man 
and the more children one has the lower is the 
relief as a percentage of income until tax is 
payable at gs in the £. 

Under the proposed system the above anoma- 
lies will be eliminated as all earned incomes up 
to £2,000 a year will receive a rebate of 10 per 
cent. On incomes above {2,000 the maximum 
relief will be in line with that under the present 
system, i.e. £200 compared with the existing 

5202 108 od. 


Personal Allowances 
At current rates, a single person is entitled to a 
rebate of tax on £120, a married man to tax on 
an additional Loo for his wife and £85 for each 
child. Tables II and III show the amount of the 
effective personal allowances. for 1953-54 on 
earned and investment incomes respectively. It 


TABLE II 


EFFECTIVE PERSONAL ALLOWANCES, 1953—54 — 
EARNED INCOME 









: i e 
Income | Single | Wife | 1st child land child] 3rd child 





£ £ 
300 Bé 
400 ad 
500 I 
Doc 10 
700 19 
800 22 
goo 28 
1,000 39 
1,500 38 
et seg 
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‘TABLE. OI 


EFFECTIVE PERSONAL ALLOWANCES 195 3—54 ~ “ 
INVESTMENT INCOME 





Income | Single | Wife | rst child baa child) 3rd child 
£ £ £ 
300 35 = 
400 42 2 
500 52 13 
600 54 21 
700 54. 28 
800 54 32 
goo 54 38 
1,000 54 38 
et seq. 


GE f ; 
will be noted that until the maximum rate of 


tax is operative, the effective values of allowances 
are less on earned incomes than on similar invest- 
ment incomes, and, in each case, the reliefs for 
second and third children are progressively less 
than for the first. 

It would seem more equitable that personal 
allowances should give their full stated values 
and be the same at all income levels, whether 
earned or investment. Hence the proposal to 
deduct from the basic tax fixed amounts accord- 
ing to the entitlement of the taxpayer concerned. 


Minimum Incomes Subject to Higher Rates 
of Tax 

Under the present system a single man becomes 
liable for tax at 7s in the £ if he earns £477 a 
year (£9 3s 6d a week) and to gs if his earnings 
reach £670 (£12 175 8d a week). For a married 
man with no children the respective incomes are 
£592 (£11 7s 8d) and £785 (£15 1s 11d). These 
may appear high wages but they are often 
reached when overtime, piece-work, bonuses and 
commission are taken into account, particularly 
when husband and wife are both working. The 
incidence of these higher rates of tax is often a 
deterrent to extra productive effort and is con- 
ducive to absenteeism when earnings are suffi- 
cient to meet current requirements. 

It is proposed that the basic tax should not 
be calculated at 7s in the £ until earnings reach 
{700 a year, and at or only when they amount to 
£2,000, It is anticipated that the psychological 
effect on wage and salary earners will be bene- 
ficial if they know that they will not be assessed 
at these higher rates of tax until their éarnings 
are commensurate. 


Tax Payable under Present and Proposed 
Systems 
Taken by and large, over all incomes and cate- 
gories of taxpayer, the proposals now put forward 
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involve only minor differences from the tax now 
payable. A survey of 100 incomes up to £2,000 
a year, representative of all types of taxpayer, 
reveals no change in 11 cases, 56 decreases 
averaging £8 each and 33 increases averaging 


£6 each. As the general average of variations is \ 


so small it would appear that any exceptional) 


differences are due to some defect in the existing | 


system. Table IV gives comparative examples of. 
tax payable at present and proposed rates for, 
various incomes from {300 to £5,000 per. 
annum. 
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Conclusion 

In addition to their simplicity and realism, the 
proposals outlined above have the advantage of- 
flexibility. By altering the scale of personal allow- 
ances the effect on everyone in the category con- 
cerned will be identical irrespective of income. A 
change in the rates of tax will affect taxpayers 
pro rata to their incomes — the change need not 
be necessarily the same at each of the grades 
now proposed. May one hope that a benevolent 
Chancellor will reduce the rates suggested by 
ts in the £! 


TABLE IV 


COMPARATIVE EXAMPLES OF "Dax PAYABLE AT 1953-54 RATES AND PROPOSED RATES ON 
CERTAIN REPRESENTATIVE INCOMES (SURTAX, WHERE CHARGEABLE, IS INCLUDED AT 1953-54 RATES) _ 


1953-4 Proposed 1953-54 Proposed 
Income Tax Tax Difference Tax Tax Difference 
Earned Investment ) 
SINGLE 

£ £ £ £ £ £ £ 

300 I5 5 -m 10 29 35 + 6 

500 56 55 — Y 95 105 + 10 

400 113 105 — § 183 175 — 8 
1,000 218 210 ae 8 318 310 — 8 
»500 393 385 —~ 8 543 535 8 
2,000 568 560 — 8 768 760 — 8 
3,000 1,128 1,122 — 6 1,331 1,322 — 9 
5,000 2,428 2,422 = © 2,031 2,622 — 9 

MARRIED ~ No CHILD 

300 2 oo ve 11 --— — Ií 

500 32 16 om 16 64 66 + 2 

700 79 66 —— I3 143 136 — 7 
1,000 178 171 — 4 278 271 — 4 
»500 353 346 et 503 496 Se 
2,000 528 52I vn 728 721 — 7 
3,000 1,088 1,083 e E 1,290 1,283 a e 
5,000 2,388 2,383 — 5 2,590 2,583 =y 

WIFE AND ONE CHILD 

400 2 eme ven ` 2 13 —_ — 13 

500 Lt — m TY 38 35 — 3 

700 49 35 ~ Td 104 105 Se 3 
1,000 139 140 -+ r 239 240 + I 
,500 314 315 + t 464 465 + 1 
2,000 489 490 + r 689 690 + I 
3,000 1,049 1,052 ck 3 1,252 1,252 Oo 
5,000 1349 2,352 + 3 2,552 2,552 o 

Wire AND 'T'wo CHILDREN 

500 I —_- vs I 17 3 — LA 

700 28 3 — 25 74 73 — 1 
1,000 Tor 108 +o 201 208 + 7 
,500 276 283 ag 426 433 +7 
2,000 451 458 SS 651 658 + £9 
3,000 1,01! 1,020 + o 1,214 1,220 + 6 
5,000 RID: 2,320 + 9g 2,514 2,520 + 6 

WIFE AND THREE CHILDREN 

500 SC E = 4 Se — 4 

700 9 — ~~ 9 46 42 = 
1,000 éi "7 + 6 163 177 + 14 
500 238 252 + 14 388 402 + 14 
2,000 413 427 + r4 613 627 + r4 
3,000 973 989 + 16 1,175 1,189 + 14 
5,000 2,273 2,289 + 16 2,475 2,489 + r4 
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“COMPANY LIMITED 


99x PARK LANE, LONDON, W1 


Telephone Nos. 
GROSVENOR 4627/8, 3596, 1394/5 


Directorss. 
E. BEDDINGTON BEHRENS, C.M.G., M.C., Ph.D. (Chairman) 
SIR COLIN McVEAN GUBBINS, K.C.M.G., D.S.O., M.C. 
ROGER B, PURSEY, A.C.A. 


The Chairman welcomes personal interviews 

with professional advisers regarding public or 

private issues of capital for established busi- 

nesses or the private fmancing of developing 
industrial undertakings 
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Cu “YOU GET 


your A GOOD VIEW 
losses... ? Vom NEW 


OFFICES. ALL 
Le prey continuous stationery E T 44 E DE e K e 


How? 
Well, we are only too familiar with the 
usual inaccuracies in routine paper- 


work — bad carbon copies, faulty registra- ARE STEEL 





tion and so on. All these mean losses in 
time and output. 
The use of Alacra sprocket fed con- B 
tinuous forms will overcome such faults. one Y 
These forms, fed over the unique 


LE, DEA || Sankey- Slnelidion 





ter and alignment of typewritten matter 
on up to twenty copies — and every one 


clearly legible — quite automatically. eddi 
And your typists save time on inter- ™ OF CO URSE 

leaving and removing carbons: the speci- 

aliy designed zip-tab enables these to be 





removed in one action. , d d 
The Alacra continuous method is prob- DA Pa a 
ably as far in advance of ordinary con- l “| 
tinuous stationery systems as they are in SankeysSheldon carry i 
advance of the old laose forms or cut sets. stocks in London and í k 
Think of the time saved, the saving in Leading Provincial oq 





paperwork overheads. Cities. 

And the Alacra method can be used on 
any popular make of typewriter — on 
yours! 

Write now for further information to 
the address below. The word ‘Alacra’ on 
your letter-heading will suffice to bring 
you full details by return. 


ALAGRA 


BUSINESS METHODS 





W. H. SMITH & SON LIMITED 


ié ALLIANCE ROAD, WESTERN AVENUE Write for Catalogue A.953/Al to 
ACTON, W3 SANKEY-SHELDON LIMITED / QU, 
46 Cannon Street, London, E.C.4 CITy 4477 (ten lines) Loser? 
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DAYS FROM MY DIARY 


by A MARTYRED ACCOUNTANT 


Wednesday, 3rd — First letter (nice typewritten one) 
from new doctor client who has previously done 
own tax; says he is sending books under separate 
cover. Tell V. (articled) to find parcel and proceed 
with contents on usual lines. After lunch, V. awaits 
me almost in tears — cannot read word of doctor’s 
writing. Inspect sample item in petty cash book; this 
entry appears to say ‘“g17oelaboratenylonpanties 
£41 4s 6d’. Prolonged scrutiny upside-down and 
through magnifying-glass, however, leads me to more 
probable answer ‘Glycolaboratorycapsules £4 14s 6d’. 
Few lines further down is word ‘locomotive’, very 
~clear~only guesswork converts it into ‘locum’s teas’. 
Quite defeated by several others. Finally tell V. to 
visit good doctor and take down full translation. Must 
avoid this next year — but how? 


Tuesday, 9th — More staff trouble. Having sheaf 
of schedules for casting, enter room known as 
auditorium, where junior clerks not engaged outside 
office work (or just sit). Today there is but one; name 
of J. J. is definitely sitting, but at same time seems to 
be out on some private audit. Asked what job he has 
been doing, J. merely turns a lunar countenance in 
my direction. Repeat question and am then recognized. 
Inquire about J.’s health. Burying moon-face in ham 
hands, J. says trouble not physical. Offer help and 
prepare self for tragic story. Transpires J, has won 
£10,000 cheque on treble chance (note for less- 
educated C.As. — this is kind of football pool). Has not 
dared tell anybody — I am first. Relations are grasping, 
friends talkative. After rueful glance at schedules, 

SC him day off; advise opening bank account and 
taking girl-friend out for really expensive evening. 
Poor J. — I wonder! 


Friday, 12th - If ever young Bill asks meaning of 

‘cul-de-sac’, shall tell him story of today’s visit to 
secretary of deserving charity. Latter, having 
approved accounts, says, “by the way, what can I do 
with this lot? — subscribers have left them to us from 
time to time, all they had to leave in some cases.’ Not 
without consternation, find lot in question consists of 
goodly stack of post-war credit certificates. 


Tuesday, 16th — Am interested to note that pools 


promoters, in spite of ballot result, now find it wise ` 


to collaborate in framing of new Bill. See hand of 
Nemesis in this; had they accepted, some years back, 
my suggestion that they become collecting agents 
for national savings, they might have been in stronger 
position. To the argument that their organization 
was ideal for obtaining not only regular weekly 
savings along with customers’ ‘investments’, but also 
more substantial amounts from winners, they replied 
that national savings were none of their business. 
So from this anonymous quarter they get little 
sympathy, whatever the merits of their case. 


Saturday, 20th — 
‘Mr Chairman’, I said, ‘an auditor’s bread 
Is his primary need, I agree, 
But how grateful I am for the portion of jam 
That makes a respectable fee! 


“We managed to thrive in the year forty-five 
On the figure you fixed for the audit, 

And I'd not ask the board for further reward 
If the company couldn’t afford it; 


‘But having raised off its remarkable profits 
Reserves it will never require, 

It is not on the rocks — and to muzzle the ox 
Is a course that you cannot admire.’ 


‘My board shall discuss your request. 
But don’t fuss’, 
The Chairman replied, ‘if you find 
That the portion’s minute, and the traces of fruit 
Are all of the raspberry kind.’ 


Wednesday, 24th ~ On consolidated profit and loss 
account of public company. After two or three ad- 
justments, make fresh cast. Available profit comes 
to {£100,000 exactly. Quite genuine, but will it look 
phoney? Shillings and pence elimination could be 
altered to give £99,999 or £100,001; or tax charge 
could be revised a bit. Put it to secretary of company. 
He says, round figure will give members something 
harmless to talk about! 


Friday, 26th — Must have been different’ in good old 
days, but now it is*real event when new client 
walks in out of blue. This one, announcing self as S., 
is fortyish and most presentable in old, well-cut 
flannels and club tie; gives me address in Sussex, 
explains he has just become executor and residuary 
legatee of uncle’s will; solicitors have this in Durham, 
estate is sizeable and complicated, and S. would like 
proper accounts kept nearer home. Remembered my 
firm from knowing my brother (now abroad) at 
Rugsbury (not my school, but recognize tie). Will I 
take it on? Express pleasure, obtain enough particu- 
lars for whole page of notes, but no papers, not even 
solicitors’ letter — S. loses papers if he carries them. 
Promise to get in touch. As we shake hands, D. says 
uncle’s legacy providential — he is stoney, his little 
nurseries in Sussex have had bad patch; by the way, 
could my firm advance him, say, {200 right away? 
Somewhat shaken, say we never do this. Couldn’t I 
do it personally? — telephone solicitors first, of course; 
he has their number. Now thoroughly suspicious, but 
agree; ignore his number, tell girl to get it through 
directory inquiries. Speak to solicitors; must admit 
am amazed to have whole thing confirmed; they tell 
me to send S. to their London agents, ‘they will 
arrange identification and immediate advance! How 
does one kick oneself? 
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WEEKLY NOTES 


Winding-up a Dissolved Unregistered 
Company 

Where a Russian bank has never ‘carried on business 
in England, and has been dissolved by the Russian 
Government, does an English Court have power 
thereafter to make a winding-up order solely on the 
ground that there are assets in this country and 
creditors petitioning to wind up the company? This 
was the question decided by Wynn-Parry, J., in 
Re Azoff-Don Commercial Bank (The Times, March 
rith, 1954). Four Norwegian banks who were credi- 
tors for some six million kroner were the petitioners. 
The Crown opposed the petition on three grounds. 
First it was argued that, the company being long dis- 
solved, its assets had passed to the Crown as bona 
vacantia (see now the Companies Act, 1948, Section 
354). Secondly, the presence of assets here was not 
sufficient to ground a winding-up order; it was 
necessary for the debtor bank to have carried on 
business here. Thirdly, since the petitioners were all 
foreigners, and the debts were incurred in Norwegian 
currency abroad, then even if the Court had jurisdic- 
tion to make an order for winding-up, it should 
not exercise it in the petitioners’ favour but should 
allow the Crown to get in the English assets with a 
view to making ex gratia payments among the English 
` creditors, in respect of rouble debts, which of course 
were now irrecoverable. There was, in fact, no 
evidence of the existence of any English creditors 
likely to benefit from this course. 

The Companies Act, 1948, by Section 399 (5), 
provides, inter alia, that 

fan unregistered company may be wound up... 

(a) if the company is dissolved or has ceased to 

carry on business’. 
His lordship held that Section 399 cut down the 
Crown’s prerogative right to the company’s assets as 
bona vacantia. As to the second argument, that was 
covered by the decision in Banque des Marchands de 
Moscou v. Kindersley ({1951] Ch. 112), which estab- 
lished that a winding-up order could be made if 
there were ‘some commercial subject-matter on which 
a winding-up order could operate’. His lordship saw 
no merit in the third argument. The object of a 
winding-up order was to ensure distribution of the 
assets among the whole body of creditors; no other 
basis would be fair or even honest. He made the usual 
compulsory winding-up accordingly. 


Towards Freer Sterling 


Two important modifications in foreign exchange 
control were announced last week-end. As from 
Monday last the London gold market has been re- 
opened after fifteen years-and it becomes possible to 
sell gold freely in London though not to buy it. The 
price of gold will be fixed by supply and demand 
none the less, for certain categories of buyers will be 


‘N, 


allowed to operate. The second change is an extension 
in the sterling transferable account area, The number 
of countries coming within this area is now increased 
to include all countries not within the dollar area - 
which brings at once certain administrative simplifica- 
tions. There are, however, other relaxations. Countries 
in this area need no longer accept sterling, transfer- 
ability is extended to capital as well as current 
transactions and transfer need no longer take place 
at officially imposed rates of exchange. Anyone 
resident in the area will now be able to maintain 
a sterling account as well as officially approved 
organizations like central banks. 

These changes are moves in the direction of a‘ 
freer pound and they would not have been intro- 
duced if the authorities had not been satisfied that 
the demand for sterling at present exceeds the, 
supply and is likely to continue to do so for an- 
indefinite period. The Government has made a pre- 
Budget gesture of confidence in the country’s 
economic future. 


Restoration of Pensions Benefits 


The Government accepted a motion in the House 
last week to restore the level of pensions benefits 
to that in operation when the National Insurance 
Scheme was introduced in 1948, as soon as the 
economic condition of the country permits. The 
undertaking is an elastic one for when the economic 
condition of the nation will permit of such an 
increase is open to various interpretations — an 
added burden of £44 million a year or thereabouts 
is involved. But the ready acceptance of the motio 
makes it clear that increases in pensions will not be 
long delayed. 

In a fortnight’s time the Government actuary 
begins the first of the quinquennial surveys of the 
National Insurance Scheme and certain changes are 
envisaged when his report becomes available, which 
will probably be towards the end of this year. In a 
sense, however, the Government is now committed 
to increases before the report is made. This fact will 
make the actuary’s report no more palatable when it 
comes. Much of that report must inevitably deal 
with the problem of providing adequate pensions 
for an ageing population after a period of high prices 
which may increase further. The long-term burden 
of the National Insurance Scheme is already heavy 
owing to the larger proportion of the population 
which is moving into the.older age brackets, without 
trying to allow as well for the consequences of 
inflation. 

Higher pensions are possibly the only short-term 
solution for the problem of hardship confronting 
many old-age pensioners at the moment, but it is 
also difficult to avoid the conclusion that the long- 
term solution lies partly in making the population 
work longer before retirement. 
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FINANCE AND COMMERCE 


For the stock-market the reopening of the London 
gold market and widening of the sterling transfer- 
ability area were long- rather than short-term factors. 
The short-term matter of the imminent Budget is 
temporarily exerting more influence on the market 
position. 
Sears’ Accounts 

This week’s reprint of the accounts of J. Sears & Co 
(True-Form Boot Co) Ltd show the position of a 
company which is one of the outstanding examples of 
the take-over bid technique. The company is now 


under the chairmanship of Mr Charles Clore, whose . 


group of financial interests is reckoned to have 
_.Invested something over £3 million in obtaining 
control. With him on the board is Mr J. C. Gardiner, 
F.c.A.3 Mr Brian A. Schanschieff, F.c.a., is the 
company’s secretary. 

In his statement with the accounts, Mr Clore lays 
down his policy of administration. It is summed up 
in the belief ‘that it is not in the interests either of the 
shareholders or of the national economy, for a com- 
pany such as ours to retain vast sums locked up in 
freehold properties effectively earning only a modest 
rental return. It is the investing institutions, such as 
the insurance and property companies, pension funds 
and the like, who should be, and are, ready to provide 
the capitel for this purpose.’ 

He maintains that the company’s capital should be 
employed primarily in its own business of making 
and selling boots and shoes. If the capital is in excess 
of its needs for this purpose, some other outlet should 
be sought for surplus resources where risk capital 
will be ‘adequately rewarded’ and where benefits will 
accrue from the managerial skill which his administra- 
tion feels it is able to contribute. 


Inflation Result 


Mr Clore is, of course, not the sole exponent of this 
policy. It is very largely the foundation on which 
many other large-scale take-over bids have been 
based, the concomitant of inflation that has put 
property values in balance sheets out of gear. In the 
Sears Group, the process of selling properties and 
leasing them back is already in action and is reflected 
in the balance sheet. How far it can go can be seen 
from Mr Clore’s statement that an independent 
valuation of the unsold freeholds and leaseholds 
which appear at an ‘aggregate of £1,048,208, is 
approximately £4 million. Further sales of properties 
are under consideration which may ultimately realize 
_ a million or more and the group will then still own 
all its freehold factories and warehouses and a 
number of other freeholds and leaseholds having an 
aggregate present-day value of about £3 million. 

Mr Clore admits that the plan to invest in other 
businesses the proceeds of property sales may take 
quite a time to come to full fruition and that, until 

‘the sales proceeds are profitably employed, future 


trading profits will be depleted by the amount of the 
rentals which, however, should place ‘no undue 
burden’ on the business. But, if necessary, the board 
is prepared to wait a long time for the suitable oppor- 
tunity, and meanwhile the money will earn only 
deposit rates of interest. 

To shape the group technically for the new life 
ahead, the Sears footwear-making business is being 
transferred to Freeman, Hardy & Willis Ltd, the 
other footwear-making component of the group. Sears 
itself becomes a holding company with its funds 
invested partly in footwear and partly in such other 
undertakings that the board decides are suitable 
investments, 

Man-eating Lions 
The statement by Mr E. F. Hitchcock, chairman of 
Bird & Co (Africa), gives a glimpse of life in the 
tropics — a terrible drought that resulted in the failure 
of a large part of ‘Tanganyika’s food crop, torrential 
rains, Mau Mau, and man-eating lions. This year, 
he says, lions were more under control, but he 
received a considerable correspondence after his 
reference to the lions on the company’s estates last 
year. There is a curious interest, Mr Hitchcock 
comments, on the part of the public in such matters. 

Mr Hitchcock tells of the buffalo which charged a 
bulldozer and was killed by the African driver, who 
dropped the bulldozer blade across its back. There 
was also the shooting of the crocodile that had just 
killed a native child. They gave the skin to the 
bereaved parent, who was soon after fined, however, 
for selling the bile as poison. It is difficult, says Mr 
Hitchcock, always to ensure that justice shall appear 
to have been done. - 

The company is particularly interested in sisal 
growing in Tanganyika, where it has, in all, sixty 
square miles planted with that crop. Unfortunately, 
the drought put the production programme behind 
by at least eighteen months. 


Double Taxation 

A small point of interest from the accounts of The 
Charter Trust & Agency Ltd is worth notice. The 
basis for the showing of the gross revenue figure has 
been altered, the ‘Gross interest and dividends’ item 
now including double taxation relief in respect of the 
company’s overseas investments. ‘There is a corre- 
sponding increase in the item of United Kingdom 
taxation on the debit side of the revenue account. The 
comparative figures have, of course, been adjusted. 


Money Market 

Applications for Treasury bills on March roth were 
reduced substantially to £365,5'75,000 and bidding 
at Zog 9s sd, the market obtained 6o per cent of 
requirements. The whole of the £260 million of 
bills offered was allotted at the average discount rate 
of £2 2s 3:64d per cent. This week the offer is 
increased to £270 million. 
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Financial Management 
Second Edition 


by Raymond J. Chambers, B.Ec.(Syd.) 
(Sweet & Maxwell Ltd, London. 55s net.) 


The subtitle of this large volume of 432 pages is ‘A 
study of the bases of financial decisions in business’, 
and the author, who is senior lecturer in accountancy 
at the University of Sydney, appears conscientiously 
to have examined in meticulous detail every aspect 
of this vast theme. He deals first with the nature and 
functions of management, the aims of business and 
the sources and deployment of capital. He next con- 
»siders.the form and contents of financial accounts and 
their analysis and interpretation. Finally, he reviews 
in succession the impact of taxation on capital and 
income; control by scientific costing and budgeting; 
-methods of expansion; and the formulation of financial 
policy. 

Mr Chambers’s approach to the subject is inter- 
national and his bibliography includes a representa- 
-tive selection of British and American as well as 
: Australian texts. 

While there is much in this book with which the 
accountant is already conversant, the author’s 
insistence that a business is a live and continuous 
organism compels the reader to follow its develop- 
ment chapter by chapter instead of skipping the 
known and concentrating on the less familiar. 


The Law of Trusts 
Sixth Edition 
"by George W. Keeton, M.A., LL.D. 

(Sir Isaac Pitman & Sons Ltd, London. 45s net) 
The law of trusts continues to grow and the decided 
cases of the last four years have given rise to still 
another edition of this well-known text-book, mainly 
for students but frequently consulted by prac- 
titioners. The edition deals with the law as it existed 
on December 31st, 1952, so that the important case 
of Re Downshire is not included. 


Glyn’s 1753-1953 
by Roger Fulford 


(Macmillan & Co Ltd, London. zrs.) 


It was a happy inspiration to get a historian of such 
discrimination as Mr Roger Fulford to write this 
book. While primarily it is a straightforward account 
of the continuous partnership of six generations of 

ivate bankers, the story of their lives and achieve- 
nents is skilfully related to the background of City 
ind national affairs. This treatment serves to define 
he important part which Glyn’s has played in the 
‘cconomic history of this country in the past two 
wundred years. It also projects a larger panorama, 
vhich holds the reader’s interest throughout. From 
he comparatively few early ‘records available — for 
t was only towards the end of last century that the 
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bank began to preserve information relating to its 
own past- Mr Fulford has rounded off a full and 
admirable picture of a great institution which has so 
worthily upheld everything of lasting value that the 
resounding name of Lombard Street represents. 


‘The Dentist’s Handbook of Law and Ethics 


by W. R. Tattersall, PDS, H.D.D.R.CS. 
(Edin.), L.D.S.U“St And.), and H. D. 
Barry, Barrister-at-Law 


Section on Income Tax by W. Donald, C.A. 
(Eyre and Spottiswoode Ltd, London. 28s net) 


The whole of this book can be read with profit by 
the non-dentist, although its professional interest for 
accountants lies mainly in Part III which deals 
with income tax and superannuation. The chapter 
on income tax covers just over forty pages and is a 
simply written introduction to the subject, composed 
with the special needs of the dentist ~ in practice or 
employed — in mind. 

There is some useful information about the tax 
treatment of subscriptions and dental machinery and 
equipment which may not be available in the ordinary 
income tax text-book. The chapter went to press 
before the Finance Act, 1953, became law, but there 
is an appendix containing a summary of the relevant 
provisions and the pages dealing with the relevant 
subjects in the main text are duly cross-referenced 
to the appendix. With such brief treatment there are 
inevitably some general statements which tend to be 
a little ambiguous, but the author gives due warning 
and concludes with the advice that 

‘much unnecessary worry and expense can, be 

avoided by approaching’ a tax expert such as a 

chartered or incorporated accountant for advice’. 
The admirable chapter on superannuation is likely 
to save a lot of headaches. 


The Finance of Landownership 
by W. Walker-Watson 
_ (Frederick Warne & Co Ltd, London. 21s net.) 


The purpose of this book, to amplify its title, is to 
make landowners more familiar with the many 
financial aspects of estate ownership and management, 
about which it is to their advantage to know some- 
thing. It includes chapters on the raising of finance 
and the redemption of charges, the acquisition and 
disposal of property, the forms of taxation of capital 
and income, the keeping of estate accounts, the 
formation of estate companies and of trusts, the 
benefits of insurance and State aid and the upkeep of 
historic buildings. While it is not possible to cover all 
these subjects in detail in just over 200 pages, the 
author deals with the essentials in a straightforward 
and easily understandable manner. 

In a final chapter, Mr Walker-Watson summarizes 
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what the owner can do and what steps the Govern- 
ment should take to ensure that agricultural property 
remains predominantly in private possession. It is an 
admirable synthesis of the whole of the book and 
should help many confused landowners to think out 
a realistic future policy for the handling of their 
estates. | 
SHORTER NOTICE 

THe Newspaper Press DIRECTORY, 1954. (Benn 
Brothers Ltd, London. £2 2s net.) The 1954 edition 
of THE NEWSPAPER PRESS DIRECTORY, which was 
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established in 1846, gives details of 16,324 publica- 
tions both at home and overseas. In the home press 
section there is information of about 163 daily and 
Sunday newspapers, 1,387 weekly newspapers, 
3,887 periodicals and 1,001 directories and year-books, 
while the overseas section contains details of 9,886 
publications. The directory provides the most 
comprehensive information available in one volume 
about the British and overseas press and the excellent 
indexes make reference to a particular oo 
both swift and simple. 


TAXATION CASES 


Full reports of the cases DECHE in this column will be published, with Notes on the Judgments, ` 
in the Annotated Tax Cases. 


Edwards v. Bairstow and Harrison 
In the High Court of Justice (Chancery Division) 
February 17th, 1954 
(Before Mr Justice WyNN-Parry) 


Income tax — Isolated transaction — Purchase and sale 
of cotton-spinning plant — Whether an adventure in the 
nature of trade — Income Tax Act, 1918, Section 237, 
Schedule D, Case I. 


The previous proceedings in this case are reported 
at 32 A.T.C. 185, where the stated case was remitted 
to the General Commissioners for them to have legal 
argument on the question whether the transaction, 
though an isolated one, was an adventure in the 
nature of trade. 

In a supplemental case the General Commissioners 
stated that they had heard legal argument on both 
sides, and that they found that the transaction was 
not an adventure in the nature of trade. 

Held, that the question was one of fact for the 
General Commissioners to decide, and that the 
Court could not disturb their decision. 


Hamerton v. Overy 
In the High Court of Justice (Chancery Division) 
February 17th, 1954 
(Before Mr Justice WYNN-PARRY) 


Income tax — Schedule E — Medical . consultant — Cost 
of maintaining telephone at home — Wages and keep of 
maid ~ Subscription to medical defence union — Whether 
deductible — Motor-car — Initial allowance — Annual 
allowance — Income Tax Act, 1918, Schedule D, Cases 
I and II, Rule 6; Schedule E, Rule 9 - Finance Act, 
1949, Schedule VI, Part II, paragraphs Big: 


The appellant was employed as a full-time con- 
sultant anaesthetist by a regional hospital board, and 
was assessed under Schedule E. He claimed to be 
entitled to deduct, in computing his emoluments 
under that schedule, a part of the cost of maintaining 
a telephone in his home, a part of the wages and keep 
of the maid there, and his subscription to a medical 


~~ 


defence union. He also claimed an initial allowance 
and an annual allowance in respect of his car. The 
regional hospital board made payments to th 

appellant in respect of the wear and tear of the car. 
The General Commissioners rejected all these claims. 


Held, (1) that there was no indication that the 
General Commissioners had misdirected themselves; 
(2) that as the regional hospital board paid sums to 
the appellant in respect of the wear and tear of his 
car, his claim to an initial allowance and an annual 
allowance was barred by paragraphs 2 and 4 of Part I] 
of Schedule VI to the Finance Act, 1949. 


~N 


Perpetual Executors and Trustees Association 
of Australia Ltd v. Australia Commissioner 
of Taxes 
In the Privy Council — January 19th, 1954 ` 
(Before Lord Oaxsey, Lord MORTON op 
HeEeNRYTON, Lord REID, Lord ASQUITH OF 
BISHOPSTONE and Lord CoHEN) 


Estate duty — Partnership — Option to surviving partner 
to purchase testator’s share — Exclusion of goodwill el 
computing price — Whether goodwill personal property - 
Whether any binding agreement as to value of deceased’: 
share — Finance Act, 1894, Sections I, 2 (I), (b) 
3 (x) — Estate Duty Assessment Act, Ig1%4-1942, Sec- 
tions 8 (3) (b), (4) (e), I0, 15, 24. 

The main asset of the testator’s estate was his share 
in a partnership. The partnership deed gave ar 
option to the surviving partners to purchase : 
deceased partner’s share in the partnership capital 
and further provided that ‘in computing the amoun 
of the purchase money payable on the exercise o 
any option no sum shall be added or taken in 
account for goodwill’. The surviving partners du 
exercised the option, and the purchase price wa 
ascertained without taking the goodwill into account 

The executors, in their statement of the testator’ 
estate, showed the value of the interest in the partner 
ship as the price at which, pursuant to the partner 
ship deed, they were obliged to sell the share to th 
surviving partners. The respondent, in making hi 
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assessment to estate duty, included a sum of {£20,000 
representing ‘proportion of goodwill’ on the ground 
that, within the meaning of Section 8 (4) (e) of the 


Estate Duty Assessment Act, 1914-1942, the tes- 


‘ator had possessed a ‘beneficial interest in property 
the goodwill] ... which beneficial interest, by 
virtue of a settlement or agreement made by him, 
gassed or accrued . . . to, or devolved on or after 
nis death upon, any other person’; and that this 
oeneficial interest was deemed to be part of his 
astate. The executors contended that the share was 
within Section 8 (3) (b) which provided that ‘for the 
purposes of this Act the estate of a deceased person 
comprises his personal property wherever situate 

. if the deceased was, at the time of his death, 
domiciled in Australia’. 


„Held, (1) that the testator’s share in the partner- 
ship, including the goodwill, was assessable to estate 
luty as personal property within Section 8 (3) (b) 
of the Act; (2) that it necessarily followed that the 
share could not be assessable under Section 8 (4) (e) 
which was concerned only with property not actually 
assessable as part of the estate falling within Sec- 
tion 8 (3), but which was deemed to form part of the 
estate; and (3) that the case should be remitted to 
fhe High Court for the determination of the question, 
inter alia, whether the valuation pursuant to the 
partnership deed bound the respondent, and whether, 
if he were so bound, the execution of the option 
nffected the value of the testator’s share. l 


In re Moschi 
in the High Court of Justice (Chancery Division) 
November 2nd, 1953 
(Before Mr Justice DANCKWERTS) 


Leer profits tax ~ Assessment confirmed — Judgment 
assessment — Receiving order — Adjudication order — 
ontention that assessment invalid ~ Whether Court can 
$ behind judgment — Bankruptcy Act, 1914, Sections 
T2, 29. 

An assessment to excess profits tax was made on 
he bankrupt, and was confirmed by the General 
Commissioners. The bankrupt appealed to the High 
-ourt and to the Court of Appeal but failed in both 
“ourts. The Inland Revenue then recovered judg- 
nent for the amount of the tax. On July 16th, 1952, a 
leceiving order was made, and on August 27th, 
952, an adjudication order. The act of bankruptcy 
ras failure to comply with a bankruptcy notice 
unded upon the judgment. 

It was contended for the bankrupt that the assess- 
rent upon which the judgment and the receiving 
rder were based was invalid; that the true facts of 
ie case were not before the General Commissioners; 
ad that the Court had power to go behind the judg- 
rent in order to see if there was a real debt. l 

Held, that the rule in bankruptcy which enables 
we Court to go behind a judgment in order to ascer- 
un whether the debt, upon which the receiving order 
ras based, is a real debt, is for the purpose of pre- 
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venting fraudulent proofs and fraudulent. bankrupt- 
cies; and that that rule does not apply where the 
debt is one arising under an assessment to tax which 
has been confirmed. 


‘Australia Commissioner of Taxation v. f 
Squatting Investment Co Ltd 


In the Privy Council — January 21st, 1954 


(Before Lord Porter, Lord Morton or HENRYTON, 
Lord Hem, Lord ASQUITH op BISHOPSTONE and 
Lord CoHEN) 


Income tax — Wool realization scheme ~ Distribution of 
profits recetved by Government ~ Payment by Govern- 
ment to wool-growers— Whether taxable receipt - 
Income Tax Assessment Act, 1936-1949, Sections 25, 
26 — Wool Realization (Distribution of Profits) Act, 
1948, Sections 4, 6, 7, 8, ro (3) -— National Security 
(Wool) Regulations, 1939 (Ne. 108). 

The respondent carried on business as a grower 
of wool in Australia, and its wool was compulsorily 
acquired by the Commonwealth Government under 
regulations made for the purpose of carrying out an 
arrangement between the United Kingdom Govern- 
ment and the Commonwealth Government, in 1939, 
whereby the United Kingdom was to purchase all 
wool produced in Australia, except that required for 
Australian purposes, for the duration of the war and 
one wool year thereafter. The arrangement provided 
that the two Governments would divide equally any 
profit from the resale outside the United Kingdom of 
wool purchased under the arrangement. In pursuance 
of the regulations the Commonwealth Government 
acquired the whole of the Australian wool clip each 
year, and the suppliers of wool received the compen- 
sation moneys to which the regulations entitled them. 

The United Kingdom Government resold to other 
countries a part of the wool it had purchased, and 
made large profits, of which a share accrued to the 
Commonwealth Government as above mentioned. 
For the purpose of providing for the disposal of 
this share the Commonwealth Parliament passed the 
Wool Realization (Distribution of Profits) Act, 1948, 
and under this Act a wool-grower who had supplied 
participating wool was entitled to receive an amount 
arrived at by taking the proportion between the 
appraised value of the wool he had supplied and the 
total of the appraised values of all participating wool. 
The respondent received a sum of £22,851 calculated 
pursuant to the Act. The respondent was still carry- 
ing on business as a wool-grower. 

The appellant assessed the £22,851 as a receipt of 
the respondent’s business; the respondent contended 
that it was not such a receipt, but was a mere gift. 


Held, that the sum in question was an additional 
voluntary payment made to the respondent for wool 
supplied; that if the compulsory acquisition of the 
wool was a sale, the sum in question was a voluntary 
addition to the purchase price of the wool; and that 
on either view it was a taxable receipt of the respond- 
ent’s trade. 
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Hetherington’s Trustees (Sneddon) v. 
Lord Advocate 


In the House of Lords — January 25th, 1954 


(Before Lord Morton or Henryton, Lord 
MacDermott, Lord Rem and Lord KEITH OF } 
AVONHOLM) 

Estate duty — Disposition inter vivos~ Transfer of 
£5,000 to settlement trustees — Investment by trustees 
in shares in controlled company — Whether disposition 
£5,000 or beneficiaries’ rights under settlement — 
Customs and Inland Revenue Act, 1881, Sections 38 
(2), 39 — Customs and Inland Revenue Act, 1589, 
Section rz (1) ~ Finance Act, 1894, Sections r, 2 (T) 
(c), 7 (5), 22 (14) - Finance (1909-10) Act, I910, 
Section 59 (1)-—Finance Act, 1940, Section 55- 

Finance Act, 1946, Section 47. 


In 1946 the deceased executed a trust deed for 
the purpose of making provision for his daughter. 
He gave {5,000 to the trustees, and they, in exercise 
of a power to that effect in the investment clause 
applied for and were allotted 5,000 shares of £x ina 
company controlled by the deceased. Under the 
settlement the daughter. was entitled to a life interest 
in the trust fund, and there was a gift over to her 
issue, and in default of issue to her sister and the 
latter’s issue. The deed declared that the trust fund 
‘consists of the sum of five thousand pounds sterling 
which is vested in the trustees and which or invest- 
ments representing the same shall be held and applied 
for the trust purposes after written’. ‘The deceased 
died in 1948, and at that date the value of the 5,000 
shares was £9,250, The Inland Revenue claimed 
estate duty on the footing that there had been a gift 
inter vivos by the deceased of an asset constituted by 
the trust fund, and that the value of the asset was 
£9,250. The trustees contended, on the other hand, 
that the subject of the gift was £ 5,000 in money, and 
that the amount to be brought in as an asset of the 
deceased’s estate, pursuant to the gift inter vivos, 
was £5,000. 


Held (Lord Keith of Avonholm dissenting) 
(reversing the interlocutor of the Court of Session), 
that the amount to be brought in as an asset of the 
estate for estate duty purposes was the sum of 


£5,000. 
C.1.R. v. Wilsons (Dunblane) Ltd 
In the House of Lords — January 25th, 1954 


(Before Viscount SIMON, Lord NORMAND, Lord 
MacDermottr, Lord Rem. Lord KEITH OF 
AVONHOLM) 


Income tax— Machinery and plant— Sale between 
controlled persons — Transfer at open market price — 
Whether limit of re-charge applicable — Income Tax 
Act, 1945, Section 59. 


Machinery and plant was transferred to the 
respondent company by a partnership, the members 
of which controlled the company. The machinery 
and plant was transferred for £17,554, which was 
the open market price at the date of transfer. 
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The Inland Revenue contended that notwith- 
standing that the machinery and plant had been 
transferred at market. price, Section 59 (2) of they 
Income Tax Act, 1945, applied, in that Section 59 (3) 
was merely a modification of Section 59 (2), and that 
accordingly the sum on which the allowances to the 
company could be based was only the limit of re- 
charge provided for by the later subsection, and which 
in the present case was £8,000. The Special Com- 
missioners decided in favour of the Inland Revenue. 


Held (affirming the interlocutor of the Court of 
Session), that the Special Commissioners’ decision 
could not be supported, and that the respondent was 
entitled to the allowances based upon the £17, 554 


Wolsey’s Executors (Westminster Bank Ltd) 
v. C.LR. SR 
In the High Court of Justice (Chancery Division) 
January 15th, 1954 
(Before Mr Justice HARMAN) . 
Estate duty — Annuity granted by testator inter vivos ~ 
Method of valuation of annuity — Finance Act, 1894 
Section 7 — Administration of Fustice (Miscellaneo 
Provisions) Act, 1933, Section 3. 

On February 26th, 1926, the testator and his wif 
executed a separation deed, which provided for th 
payment to the wife of an annuity of £750 a year 
and for the further payment to her of a sum up t 
£100 a year, to cover the rent and expenses of 
house for her to live in. The wife was born on Jul 
16th, 1882. 

The testator made his will on August 3rd, 1940 
and bequeathed the residue of his estate to anothe 
person. He directed his executors to appropriate : 
fund to answer the wife’s annuity, and direct 
further, that until a fund had been set aside? th 
annuity should be paid out of the residue of hi 
estate. The will did not give power to purchase a 
annuity, and there was an investment clause authoriz 
ing investment in trustee and other securities. Th 
testator died on May roth, 1947, and his estat 
amounted to about £71,000, without taking int 
account the liability in respect of the annuity. 

Correspondence took place between the executor 
and the Estate Duty Office as to the amount to b 
deducted, in calculating the principal value of th 
testator’s estate for estate duty purposes, in respet 
of the annuity created by the separation deed. Th 
sum of {£11,819 was included in the Inland Revenu 
affidavit in respect of this item, this sum being th 
amount required to purchase a Government annuit 
of £850 a year at the widow’s expectation of life 
the date of her husband’s death. This {11,819 W 
subsequently corrected to £11,416, when the widow 
exact age became known. The executors contendec 
in the alternative, that if the annuity had to be valuec 
its value should be based upon the yield of Conso. 
at the date of the testator’s death, and that the appre 
priate table in The Mortality of Annuttants, 1900-26 
published by the Institute of Actuaries and tk 
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Faculty of Actuaries, should be used. It was contended 
by the Inland Revenue that the value of the annuity 
should be calculated by taking the average yield, as 
at the date of the testator’s death, of a selected list 
of trustee securities, and that the appropriate table 
in the Registrar-General’s table of mortality should 
be used. This table was based upon the life experience 
of the population as a whole, whereas The Mortality 
of Annuitants, 1900-20, was based upon the life 
experience of annuitants, whose annuities had been 
granted by insurance companies. The alternative 
amount contended for by the executors was £11,170, 
and that contended for by the Inland Revenue was 
£9,570; but the Inland Revenue offered to com- 
promise at £10,030. 

The summons was taken out by the executors to 

„determine whether the amount to be deducted as 
the amount of the liability for the annuity was (a) the 
sum which the executors would have had to pay, at 
the date of the deceased’s death, for purchasing a 
‘British Government annuity of the same amount; 
or (b) the sum which the executors would have had 
to pay at that date for an annuity of the same amount 
at the price of Consols at that date; or (c) the sum 
which the executors would have had to pay at that 
date for an annuity of the same amount from a first- 
class British life assurance company; or (d) some, 
and if so what other amount. 

Held, that the annuitant was entitled to have the 
best possible security for her annuity, that that 
security was a Government annuity, and that the 
value of the annuity should be taken to bethe amount 
that it would have cost, at the date of the testator’s 
death, to purchase an annuity of £850 a year for the 
widow. 


S ~x. Earl of Iveagh’s Trustees v. CJR. 


In the High Court of Justice (Chancery Division) 
February 5th and oth, 1954 


(Before Mr Justice UpjoHn) 


Estate duty — Settlements — Proper law of settlement — 
Domicile of settlor — Circumstances determining proper 
law of settlement — Release of life interest in part of 
settled property ~ Death of life-tenant within five years 
— What property deemed to pass — Finance Act, 1894, 
Sections I, 22 (T) (f)— Finance Act, 1940, Sections 

43, 65 (5). 

' On July rst, 1907, Viscount Iveagh, who was 
afterwards the first Earl of Iveagh, made a voluntary 
settlement upon Mr Ernest Guinness for life on 
protective trusts and after his death for his children. 
On the same day two other similar settlements were 
made by Lord Iveagh in favour of each of his other 
two sons. Part of the settled property consisted of 
£75,000 ordinary shares, and also £60,000 6 per cent 

icumulative preference stock, in Arthur Guinness, 

Son & Co Ltd which was a company incorporated 
in England. The shares were entered upon a register 
kept by the company in Dublin, and in 1907 the 
company carried on the whole of its business there. 
The rest of the settled property consisted of shares 
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and securities in several countries, and all, except 
the shares in Arthur Guinness, Son & Co Ltd, were 
in the form of bearer bonds, and were kept in 
England. The settlement was executed in England. 
On March sth, 1910, a further 100,000 ordinary 
shares in Arthur Guinness, Son & Co Ltd were 
added to the settled fund. 

In the settlement of July 1st, 1907, no address of 
Lord Iveagh was given. The trustees of the settle- 
ment were Mr Ernest Guinness, the present Earl of 
Iveagh and the first Lord Moyne. Mr Ernest Guin- 
ness was expressed to be of Dublin, and the addresses 
of the other two trustees were expressed to be in 
England. The settlor’s domicile of origin was Irish. 
He had a large establishment in Dublin and another 
estate outside the city and one in County Galway. 
He also had a large house in London and an estate 
in Suffolk. He travelled frequently between England 
and Ireland. He was a deputy-lieutenant for the 
County of Galway. Mr Ernest Guinness, the tenant 
for life and one of the trustees, remained of Irish 
domicile all his life. The other two trustees had ways 
of life corresponding closely to that of the settlor. 
The settlement was in a form which, in 1907, was 
common to both England and Ireland. The invest- 
ment clause did not include power to invest in real 
estate in Ireland, but it did give power to invest in 
securities of the Bank of England or the Bank of 
Ireland or in securities guaranteed by either bank. 
The settlement was prepared by an English firm of 
solicitors. The day-to-day management of the trust 
was in Ireland. 

In 1946 and 1948 Mr Ernest Guinness released 
his life interest in a part of the settled property, and 
appointed portions of the released assets, to each of ` 
his three daughters. He died within five years of 
those transactions, and Section 43 of the Finance 
Act, 1940, became applicable. The second part of 
the case raised the question whether, if some of the 
released assets had been disposed of by the daughters, 
the property which was brought into estate duty be 
Section 43 of the Finance Act, 1940, was to be taken 
to be the assets released to the daughters, or the 
assets into which those assets were subsequently 
changed. It was common ground that, whatever the 
answer to this question might be, the assets had to 
be valued as at the date of death of the life-tenant. 

Held, (1) that having regard to the fact that the 
settlor had a domicile of origin in Ireland, that there 
was no evidence that he had.abandoned' that domicile 
and acquired an English domicile of choice, that all 
three of the trustees had domiciles of origin in 
Ireland, that there was no evidence that they had 
acquired domiciles of choice in England, that the 
tenant for life was domiciled and resident in Ireland 
all his life, and that the settlement was for the benefit 
of a family in Ireland, the proper law of the settle- 
ment was Irish law; (2) that the property brought 
into charge to estate duty by Section 43 of the Finance 


‘Act, 1940, consisted of the actual assets released to 


the life-tenant’s daughters in 1946 and 1948. 
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CORRESPONDENCE 


Letters must be authenticated by the name and address of the writer, not necessarily for publication. ~N 
The Editor does not necessarily agree with, or hold himself responsible for, the opinions expressed. 


Bonus Share Issues 


Gm, — My friend, Mr B. J. Davis, in his letter 
appearing in your columns last week, ignores the 
aspect of so-called bonus issues which I sought to 
emphasize in my letter to The Times reproduced by 
you, namely the misleading use of the word ‘bonus’. 
The arguments and hypothetical illustrations he 
marshals in an attempt to show that bonus- shares 
are the equivalent of a cash distribution do not 
disprove my contention that the recipient of bonus 
shares is no better off (save for a possible market 
turn in price) than he was before the ‘bonus’ issue 
and that the suggested special taxation of bonus 
shares is based upon a misapprehension. 

Ail that a bonus issue does is to change the form, 
but not the substance, of the shareholder’s interest. 
It does not give him options to take cash and to 
apply for shares at par. Nor is such an issue necessary, 
as Mr Davis appears to suggest, in order to enable a 
shareholder to encash his share of accrued but 
undistributed profits: he could do this just as well 
by selling part of his original holding. But it would 
be a coincidence and rarely, if ever, the case were the 
proceeds of sale of bonus shares to represent only 
accrued profits: more often than not they would 
include part of a premium, often substantial, at 
which the original shares were purchased. 

The principal object of issuing ‘bonus’ shares is 
to bring share capital more into line with the value 
of the net assets employed and thus enable share- 
holders and others to appreciate more truly the rates 
of profits earned and dividends paid on the real 
capital employed. Yours faithfully, 

London, EC2. R. KETTLE. 


Section 55 and Non-distribution Relief 


Sir, — In reference to Mr Lussignea’s letter in your 
issue dated March 13th, 1954 (page 300), as I indi- 
cated previously, this subject cannot be dealt with 
summarily, but the position on the specific points 
raised by him may be stated briefly as being: 

(a) 'The Estate Duty Office’s view is that KS profits 
tax non-distribution relief constitutes a contingent 
liability only and therefore the permissible deduc- 
tion is ‘such estimation as appears to the Commis- 
sioners to be reasonable’ (Finance Act, 1940, Sec- 
tion 50 (1) and Section 55 (2) Loi, On this basis any 
allowance appears to be wholly at the discretion of 
the Commissioners and the practical interpretation 
of this is usually an offer to allow a deduction of an 
amount which arithmetically, although not so ex- 
pressed, is approximately equal to 10 per cent of the 
total non-distribution relief outstanding. In my view 
it should be classified with ‘liabilities which have 
not matured at the date of the death’ (Finance 


Act, 1940, Section so (1) and Section 55 (2) '(a)). 
(b) In the Duffy case the executors sought to deduct 
from the company’s profits for the part of the current 
year which had elapsed at the date of death the 
prospective income tax liability in respect of those 
profits which would be borne by the company in the 
ensuing year; the claim was rejected. Any unpaid 
Schedule D tax assessed for the year in which death 
occurred (normally based on the profits of the pre- 
ceding year) is usually allowed as a deduction without 
apportionment. Yours faithfully, 
Manchester, 2. R. L. STEPHENS.—~ 


The Universities Scheme 


SIR, — As an articled clerk with a degree in subjects: 
unconnected with accountancy, I have read with 


- interest certain letters in the March 13th issue of The 


Accountant. 

One of your correspondents asks why the student 
of accountancy is obliged to take another subject in 
another faculty, while the medical and law students 
are not. The parallel here drawn is based on an entire 
misconception of university education in general and 
of the status of accountancy in particular. 

University studies “are not, and in this country 
never have been, primarily utilitarian. A man only | 
learns to be a doctor or a barrister by applying. 
practically in hospital wards or in chambers the 
knowledge he has gained through many years of 
concentrated theoretical study. He may, indeed, di 
pense entirely with university training, but will then 
forgo opportunities not readily come by elsewhere. | 
University faculties correspond broadly to various 
branches of learning and intellectual activity. The 
principles and problems underlying philosophy, art, 
science, history, etc., become apparent to the under- 
graduate during his detailed and disciplined study 
of a number of subjects in the appropriate faculty. 

Medical science and jurisprudence have all 
humanity for their province. They are concerned, 
the one with the workings of body and mind, with 
human welfare and propagation, the other with the 
relationships of humän beings and corporations with- 
in the State, with the safeguarding of civil rights and 
the execution of civil duties. The progress of medicine 
depends on ever more costly and elaborate facilities 
for research and on the labours of whole-time re- 
search students, the understanding of law requires] 
the maintenance of vast libraries by men able to 
expound the evolution of different systems in differ- 
ent civilizations. 

Accountancy is not on a par. Its successful pursuit 
does not require unusual facilities for research, nor 
is it concerned with the preservation or development 
of society, artistic creation, or the ultimate problems 
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l. Fult standard, flexible, locked-figure 
keyboard; repeat and non-repeat keys, 
zero clear key in each column, master 
clear key for entire keyboard. 
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Ar 


2. Electrically operated by enclosed, 
~universal type, automatic start and stop 

motor; instantaneous change-over to 

alternative hand crank operation. 


SE 
3. Direct adding, multiplying, subtracting and dividing 
— with fully automatic division; one-hand dials 
clear-out crank and decimal markers on dials and 
keyboard. 
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of existence. It is a technique, a specialized applica- 
tion of commercial law and monetary theory. 

_ Another of your correspondents talks of boot- 
slacks, as though a university graduate were incapable 
of polishing his own shoes. It is, of course, desirable 
that he should not be, but your correspondent might 
more pertinently ask his graduate articled clerk: 
what else can he do besides black shoes? 

Education is a “drawing out’ of a person’s abilities 
and’ personality. A university offers him the facilities 
to broaden his outlook beyond that of the boot-black 
or the invoice clerk. By partaking in its organized 
and complex corporate life, the potential accountant 
can rub shoulders with men of keen intellect, learn 
to express himself articulately and think coherently 
on a range of subjects, acquire some understanding of 
the history and traditions of his own and other 
lations; he has the leisure to play all manner of sports, 
ict in amateur dramatics, engage in political debate, 
alk to notable men. But the boy who goes to univer- 
sity with his eyes in blinkers, seeing ahead of him 
inly the goal of qualified accountant, might just as 
well have left school at fifteen and would be better 
served by the. evening classes at a commercial college. 


Yours faithfully, 
, London, NW3. D. KATIN. 


JIR, — As one who has completed the course of study 
inder the university scheme, I have followed the 
orrespondence on this subject with interest. The 
umbers who have so far entered the scheme (given 
your issue of February 6th) are, I think, disappoint- 
g, and an indication that an excellent opportunity 
being missed by many who are now entering the 
ccountancy profession. 
¿What is to be done to encourage more articled 
erks to take advantage of the scheme? Several 
ews — largely, it would appear, based on personal 
perience — have already been expressed as to why 
e number of entrants is low. The disadvantages of, 
wx example, the additional time element of nine 
.onths compared with the normal period of articles, 
r a language as a compulsory subject, must, however, 
irely be small in comparison with the opportunities 
fered. Those responsible for the functioning of the 
theme will no doubt take due note of these points, 
b matter how small. But presumably what they 
ally need as a guide (although the views expressed 
your columns, Sir, must be helpful) is an analysis 
the reasons why articled clerks, drawn from a wide 
Id, have not entered the scheme. Could not some 
ch research be conducted by the joint standing 
immittee through the professional bodies? 
Sub-Lieutenant F. J. Hayward, in your issue of 
arch 6th, says that ‘a certain lukewarm support 
om many practising accountants is evident’. I have 
ı information on which to base a judgment of this 
ore serious comment; but if it is true, is not lack of 
terest rather than deliberate opposition on the part 
most accountants the more likely explanation? 
thaps a similar inquiry should be conducted with a 
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view to discovering why practising accountants do 
or do not have members of the scheme on their staff. 

If information of the above kind were available, 
the committee would then be in a position to recom- 
mend certain amendments to the scheme with some 
confidence that they would increase the number of 
entrants. . = Yours faithfully, 

Watford, Herts. E. B. PALMER. 


Back Duty 


Sir, — Mr A. G. McBain raises very important issues 
in his letter (The Accountant, March 13th) when he 
says that ‘the tax Inspectorate can always rely on 
the integrity of the profession’. 

Where accounts are prepared almost exclusively 
for taxation purposes an accountant is inevitably 
faced with many problems for which there is no 
text-book answer, Since the accounts very often 
are certified to be merely ‘in accordance with the 
books and information supplied’, some accountants 
will argue that their duty is summed up completely 
in that phrase. 

In the case which Mr McBain is discussing, I am 
sure that the accountant’s duty is quite clear, as 
indeed it always must be where he has positive 
information that the facts he is supplying to the 
Inspector are inaccurate. 

There are cases, however, where an accountant 
is merely suspicious of, for example, the profit shown 
in the accounts possibly because his knowledge of 
the client’s standard of living suggests a larger 
income. A refusal to sign the accounts would probably 
result in the loss of the client. 

Is the accountant, in cases such as these, entitled 
to await the Inspector’s queries, whilst the client 
hopes that there will not be any? Your readers’ views 
on this topic would be very much appreciated. 

Yours faithfully, 

Wembley, Middlesex. ALAN R. KNIGHT. 
[If an accountant undertakes the preparation of accounts 
and the income tax negotiations and if he feels there 
are genuine reasons for suspecting that the profits 
shown by the accounts are understated, we suggest 
that the accountant would be well advised to make 
tests and seek information from his client with the 


object of either confirming or removing his suspicions. 
~ Editor. ] 


Sir, ~ In considering Mr A. G. McBain’s criticism 
(in your issue dated March 13th) of my Back Duty 
Manual, I have an uncomfortable feeling that he has 
confined his reading to the chapter on ‘Settlements’. 
If he will read the earlier chapters he will see that 
J have, time and time again, stressed the importance 
of a complete disclosure of the omitted income. 
On page 3 I have said: 

‘It cannot be too strongly stressed that the dis- 
closure as set out in the accountant’s first computa- 
tions must be as complete as possible.’ SW 

Again, on page 24: 

‘After the initial challenge by the Revenue, the tax- 
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payer frequently endeavours to make only a partial 
disclosure and it is the duty of the accountant to 
prevent his client from doing so.’ 


And on page 25: 


‘It is very necessary, therefore, to make a thorough 
investigation of every possible loophole.’ 


There is no doubt that an ‘accountant must 
accurately quantify the amount of the omitted income 
for it is upon the complete accuracy of these figures 
that his further work on the case is based. At this 
stage an accountant has fulfilled his obligations to 
the Revenue and his duty to his client now becomes 
paramount. He must present the case in the most 
favourable light and leave the Revenue to find the 
evidence upon which to base a prosecution or to 
make a claim for a heavy pecuniary settlement. For 
an accountant to present, voluntarily, to the Revenue 
the evidence upon which heavy punishment could 
be inflicted upon his client would be a grave breach 
of professional trust. 

In practice, I feelthat the normal back duty case 
can be divided into two distinct sections. Firstly, 
the accountant must be certain that his client pays 
all the tax that he ought to have paid — that is his 
duty to the Revenue. Secondly, he must protect his 
client from the punishment that the law would 
inflict — that is his duty to his client. 

Yours faithfully, 
Melton Mowbray, Letcester. A. J. ROPER. 


Unconventional Cheques 


SIR, ~I was for several years auditor of a club, of 

which Sir Alan Herbert was a member, and among 

its treasures was a book.of matches which he had 

used as a cheque to pay the annual. subscription, 

having duly affixed a twopenny stamp. It was re- 

turned by the bank, without the loss of a match! 
Yours faithfully, 


Edinburgh, 2. D. M. VAUGHAN. 


Sickness before the Commencement of 
Employment 


Sir, — The following is an interesting little problem 
which must often occur in practice and which is 
no doubt usually settled on an ad hoc basis. 

A contract of clerical service is entered into by a 
usual letter of appointment duly accepted. Conditions 
of service and salary recited are in accordance with 
an agreement nationally negotiated. Date of starting 
is fixed, the conditions include certain provisions 
under a sick pay scheme salary payment thereunder 
during sickness being dependent, inter alia, upon 
length of service. The scheme provides for ‘period of 
continuous service ~ not exceeding four months - 
one month’s full salary’. 

Just before the employee is due to start work he 
falls ill, and quite properly advises his future employer 
and submits a doctor’s certificate justifying his 
inability to commence work owing to sickness, 
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In your readers’ opinion: 

(x) Is the contract only ‘executory’ until the 
employee actually commences work and the 
employer pays him therefor? 

(2) Has the employee by virtue of the certificate 
‘commenced’ work, and is he therefore entitled 
to pay (up to one month) from the date he was 


due to commence? . Yours faithfully, 
VICTOR C. BASTIN, F.A.c.c.a., F.C.1LS. 
Gloucester. 

[There seems to be no direct authority on this point 
but in our opinion the employee ‘commences’ on the 
appointed day, whether or not he sends a certificate, 
as long as he is willing apart from his illness to attend 
and work. On the facts shown it seems, therefore, that 


he is entitled to a month’s pay for the first month. 
— Editor. ] 


L men ose spe 


Standard Costs: Small Engineering Firm 


Sir, ~ Replying to your correspondents Messrs Lewis, 
Burrell & Webster (February 27th issue), I woul 
not be deterred from introducing a system of standard 
costs into a small engineering works on account of the 
varying components of twenty distinct products. 

This factor can be an advantage from a purely 
costing viewpoint because components manufactured 
or withdrawn from stores. on an order number 
pertaining to product ‘A’ cannot be diverted to suit 
workshop convenience or emergency, for incorpora- 
tion into product ‘B’. Again, -the fact that plant and 
labour is constantly switched from one product to 
another is one of the difficulties that has to be faced 
whatever system of actual costing is in force. | 

Work tickets issued by the office or- progress 
department must provide for a record of time taken. 
or in the case of piece-work, the price to be paid f 
every manufacturing operation, and the operator’: 
time-card must show the totals of auch" times, 
together with any waiting time, or time spent or 
defective or spoilt materials. | 

A library of standard costs carefully estimate 
under normal production conditions is a necessit 
in any progressive factory, but I would hesitate 
before pushing standard costing in its modern sensi 
as an integral part of the financial accounting system 
into a small works where economy of staff is essentia 

Improve the job or batch costing, and reconcile th 
results periodically with the -financial totals 
purchases and wages. There will be differences, ʻo 
course, and these must be carefully examined an 
reduced to a minimum. 

The question of under- or over-absorption 
overheads will be the main problem, and if a qualifie 
cost accountant cannot be employed, then a goo 
cost clerk can deal with this matter provided h 
understands, and has access to, the financial books. 

Standard costing needs constant expert supervisio 
and I have seen results which proved to be misleadi 
at best, and at worst utterly useless. 

Yours faithfully, 


Manchester. ALFRED G. ALDOUS. 
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SOUTH OF ENGLAND DISTRICT SOCIETY 
! OF INCORPORATED ACCOUNTANTS 


About 150 guests and members attended the annual 
dinner of the South of England District Society of 
Incorporated Accountants and Auditors at The Grand 
Hotel, Bournemouth, on Friday, March roth. 

Mr Clifford J. B. Andrews, ¥.s.a.a., President of the 
District Society, was in the chair and among the 
guests were: Mr C. Percy Barrowcliff, F.s.a.a., 
President, the Society of Incorporated Accountants 
and Auditors; Councillor H. P. E. Mears, opp, 
Mayor of Bournemouth; His Honour Judge A. H. 
Armstrong; Mr Malcolm McGougan, B.A., Barrister- 
at-Law, Recorder of Poole; Mr A. W. Miles, F.c.a. 
Vice-President, South Eastern Society of Chartered 
accountants, and Mr R. I. Palmer, F.A.c.C.A., F.C.LS., 
President, Association of Certified and Corporate Ac- 
countants, Bournemouth and District Society. 

Mr R. A. Etheridge, F.s.a.A., Vice-President of the 
E Society, proposed the toast of ‘The County 

orough of Bournemouth and the Boroughs of Poole and 
Christchurch’, The Mayor of Bournemouth responded. 

Submitting the toast of “The Society of Incorporated 
Accountants and Auditors’, His Honour Judge 
Armstrong said i 
| ‘The good order of the business of this country is very 
argely in your hands. The work you do to ensure that so 
ar as possible dishonesty shall not prevail, is of infinite 
value and far more deterrent than anything the criminal 
-ourts can do to keep people on the right road’. 

Mr Percy Barrowcliff, in responding spoke of ‘the 
wils of over-taxation and its depressing effect on 
ersonal effort and saving’. He said: 


‘I would remind you that one of the serious consequences 
of penal taxation is the unfortunate emphasis it gives to 
capital profits at the expense of hard-earned real profits. 
Encouragement appears to be given to acquiring and 
dealing with businesses as a means of making capital profits. 
Businesses are becoming a pawn in the game of getting 
untaxable profit. 

“The source of our trouble is, of course, the mountainous 
scale of public expenditure. We cannot go on being so 
extravagant with our existing resources. Just think of itl 
Social services are now costing an average of £r 18s od 
per week per head of the working population. Add 
£1 6s od per week for defence and £1 for other services 
and we get a load of £4 4s od per week. If you take a family 
of four the load works out at about £8 per week on the 
average. We are warned that the defence estimates are up 
by about £250 million (practically the total pre-war 
expenditure) this year and will reach £1,600 million, whilst 
education is up by about £30 million. 

“This ever increasing expenditure is alarming. Can no 
one bring the whole spending machine under some sort of 
control? Or are we just going to drift along like a ship 
without a rudder until disaster overtakes us?’ 


Mr Barrowcliff felt that an inquiry into all aspects of 
public expenditure and the introduction of economies 
were required. (Applause.) 

Mr Andrews proposed the toast of ‘Our Guests’, 
which was responded to by Mr McGougan and Mr 
Crawford. Speaking of law cases, Mr McGougan said 
that when an accountant was called to give evidence, 
the tribunal sat stupified and the remarkable thing 
was the case was always decided in favour of the man 
who called the accountant as a witness. (Laughter.) 


IN PARLIAMENT 


Football Pools: Tax Receipts 
y E. JOHNSON asked the Chancellor of the Ex- 
hequer the amount received from duty on football 
ools for the period April Ist, 1953, to January 31st, 
954, and for the corresponding period of the previous 
ear. : 
| Mr BOYD-CARPENTER: £ 16,818,000 and £ 16,044,000 
‘spectively. 

Hansard, March 18th, 1954. Written answers. Col. 55. 


Surtax 

(r ARBUTHNOT asked the Chancellor of the Ex- 
duer what would be the cost to the revenue of 
couraging productivity by modifying surtax in its 
per ranges so as to ensure that no individual pays 
ore than three-quarters of any part of his income in 
rect taxation. - 

Mr R. A. BUTLER: I presume my hon. friend has 

mind a surtax scale rising to a maximum of 6s 

that the combined rates of income tax and surtax 
wuld not exceed res in the £. If the existing surtax 
tes were retained on incomes up to £6,000 but all 
come in excess of that amount were charged at 
‘only, the cost would be about £174 million. Such 
scheme would benefit only those with incomes 


above £6,000. A more generous scale, under which 
the 6s rate would apply only at the same point as the 
present maximum of ios, namely, on income in excess 
of £15,000 with corresponding reductions for lower 
incomes, would cost £45 million. 


Hansard, March 16th, 1954. Written Answers. Col. 22. 


Income Tax 

Mr Jay asked the Chancellor of the Exchequer the 
total income tax yield, for the latest convenient year, 
from tax paid by the five million taxpayers with the 
smallest incomes. ` 

Mr R. A. BurTLER: The estimated yield of income 
tax for 1952-53, the latest year for which figures 
are available, from the five million taxpayers with the 
lowest incomes actually liable to tax was about 
£46 million. This figure represents the amount of 
tax due for that year and is not necessarily the same 
as the amount of tax actually collected in the same 
period. The comparable figure for 1953-54, allow- 
ing for the reduction in rates of tax made in the 
Finance Act, 1953, and assuming no change in 
either the incomes or the personal circumstances of 
this body of taxpayers would be about £382 million. 


Hansard, March 16th, 1954. Written Answers. Col. 21. 


Ser 
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NOTES AND NOTICES 


The Institute of Chartered Accountants in 
England and Wales 


The secretary of the Institute has informed us that 
the following names of applicants admitted to mem- 
bership at the council meeting held on March 3rd, 
1954, were omitted from the list published in The 
Accountant of March 2oth: 


Admitted as Associates 
(Not in practice) 

Lochhead, Alexander David, with *Deloitte, Plender, 
Griffiths & Co, 5 London Wall Buildings, Finsbury 
Circus, London, EC2. 

(Not in England or Wales) 


Basak, Arun Kumar, B.COM., 4a Little Russell Street, 
Calcutta, 16, India. 
Guha-Thakurta, Amal Kumar, B.COM., 


42 Tallygunge 
Road, Calcutta, 26, India. 


* placed against a firm name signifies that the firm is not 
exclusively composed of members of the Institute. 


MEMBERS’ LIBRARY 


The Librarian has asked us to state that a complete 
transcript of the evidence and judgment of the recent 
case of In re Holt ({[1953] 32 ATC 402) has been 
presented to the library of the Institute by the 
executors of the late Mr R. L. Holt. The case was 
the subject of a leading article in our issue dated 
December 5th, 1953.4 -~ g 


Personal 


Messrs W. J. THompson & Co, Chartered Account- 
ants, of Parkstile Chambers, Market Street, Kettering, 
announce that as from March 15th, 1954, Mr W. J. 
THOMPSON, F.C.A., who has been in practice for 
forty-four years, has retired. His interest is being 
taken over by Mr Joun F. Nasu, A.C.A. The future 
partners will therefore be Mr F. NASH, F.c.a., and 
Mr J. F. Nasu, A.c.a., and the firm will be known as 
Nasu & Co. 

Messrs ASHTON & WorRALL, Chartered Account- 
ants, of 6 Howard Street, Glossop, announce with 
regret the death, on March goth, of the senior partner, 
Mr FREDERICK DENBY ASHTON, J.P., A.C.A. The 
practice will be carried on by the surviving partner, 
Mr J. G. WORRALL, A.C.A. The firm name will remain 
unchanged. 

Messrs WILKINSON, CuaTer & Co, Chartered 
Accountants, of 28 Queen Street, London, EC4, 
and Messrs WILKINSON, CHATER, KINNEY & Co, 
Chartered Accountants, of 17 Ship Street, Brighton, 
I, announce that as from April 1st, 1954, they are 
admitting into partnership Mr B. G. JOSE, A.C.A., 
who has been with the firm for a number of years. 

Messrs WALLER BroaD & Co, Chartered Account- 
ants, of 30 Fleet Street, London, EC4, announce 
that they are admitting into partnership at March 
31st, 1954, Mr JOHN ROBERTSON HAMILTON, A.C.A., 


1 See also The Accountant dated January 16th, 1954, page 71. 
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and that they are opening a branch office at 12 Wood 
Street, Barnet, Herts. 

Mr D. Jacoss, a.s.a.a., has commenced public 
practice under the style of DonaLp Jacoss & Co, 
Incorporated Accountants, at New Broad Street 
House, 35 New Broad Street, London, EC2. 

Messrs Procror & Proctor, Chartered Account- 
ants, announce that they have removed their Burnley 
offices from 3 Grimshaw Street to 43 Westgate. The 
addresses of their Manchester and Nelson offices 
remain the same. | 


Professional Notes 


Mr M. W. Thompson, A.C.A., has been appointes 
secretary of British West Africa Corporation (U.K. 
Ltd, Birmingham. 

Mr W. T. Holder, A.C.A., who has been secretar 
of John Smedley Ltd, worsted spinners and hosien 
manufacturers of Matlock, Derbyshire, for som 
years, has been appointed a director of the company 


Obituary 
ARTHUR CROSLAND, A.C.A., A.S.A.A. 


It is with regret that we record the death on Marc] 
14th of Mr Arthur Crosland, A.C.A., A.S.A.A., secre 
tary of A. & S. Henry & Co Ltd, of Manchester 
He was aged 71. 

Mr Crosland was placed first in the Final examina 
tion of the Society in 1908 and was the silver medallis 
for that year. In 1924 he passed the Final examina 
tion of the Institute and was admitted an associate 

He started his business career ‘in 1899 as office bg 
with Messrs Armitage & Norton, Chastered Accoun 
ants, of Huddersfield. In 1913 he transferred to th 
Bradford office of the firm as chief clerk and remaine 
there until 1929, when he took up a commerci 
appointment with A. & S. Henry & Co Ltd. He wa 
secretary of the company for many years and wa 
active in business up to the time of his death. 


Finance and Public Administration 


A most successful conference, attended by ove 
eighty delegates from government departments, loc 
authorities and public boards, to consider “The pla 
of finance in public administration’ was held la 
week-end at Balliol College, Oxford, by the Institu; 
of Municipal Treasurers and Accountants. | 
The names of the speakers and other details we 
given in our issue of March 6th (page 269) and 
shall hope to publish a summary of the proceedin 
in next week’s issue. - | 
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3 per cent Defence Bonds (Third Issue) 


The Treasury announce that a conversion offer w 
be made to holders of 3 per cent Defence Bon: 
purchased between July et, 1944, and Decemb 
31st, 1944, and maturing between July ist, 1954, ar 


March 27th, 1954 
December 31st, 1954. These holders will be invited to 
continue their bonds until January ist, 1955. On 
fiat date they will be paid a full six months’ interest 
t the rate of 3 per cent per annum and the maturity 
emm of {1 per cent, and their bonds will be 
xchanged into the same amount of 34 per cent 
Jefence Bonds (Conversion Issue). Acceptance of 
he offer of conversion will not entail a break in the 
iolder’s encashment rights. If the offer is not 
ccepted, interest on the maturing bonds will cease 
n the tenth anniversary of the date of purchase. 

The terms of the Conversion Bond will be the same as 
hose of the 34 per cent Defence Bonds currently on sale, 
xcept that interest will be payable on January 1st and 
uly rst. The full conversion terms will be given in the 
rospectus and notice which will be issued to individual 
iolders on March 31st, 1954, together with forms of 
equestfor conversion and forms of authority for repayment 
or the use of holders who do not accept the conversion offer. 

The list-of acceptances of the conversion offer will be 
losed on May 15th, 1954. 

Apart from bonds inherited from a deceased holder, no 
erson is permitted to hold zë per cent Defence Bonds, 
„per cent Defence Bonds and 34 per cent Defence Bonds 
Conversion Issue) amounting in combination to more 


han £3,500. In addition {£1,000 of 34 Defence Bonds 
Subscription Issue) may be held. 


Salary Increases for Civil Service 
Accountants 


“he Civil Service Arbitration Tribunal have awarded 
alary increases ranging from {£75 to {120 (retro- 
pective to January ist, 1953) for professional, senior 
nd chief accountants in the Civil Service. The terms 
f the award are as follows: 

The Tribunal have given careful consideration to the 


atements and submissions made on behalf of the parties 
1d award: 


) that the salary scales (London, male) of the following 
des in the professional accountant class shall be: 


Accountant Age 25 650 
» 26 675 
ve EE . 700 
» 28 725 
» 29° 750 
an 30 780 
» 3I Bro 
» 32 840 
"un 33 870 
nu 34 goo 
Serior Accountant £900 x £30 — £990 X £40 — £1,210 
Chief Accountant {1,270x £50 — £1,500; 


(6) that normal Civil Service three-tier provincial 
differentiation shall apply; 

(c) that the above scales shall have effect from January 
Ist, 1953. 

(d) that the ‘corresponding points’ principle shall be 

applied in the assimilation to the new scales of officers 

in post. 


d 
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London and District Society of Chartered 
Accountants 


The second dinner and dance of the London and 
District Society of Chartered Accountants since be- 
fore the war was held at The Park Lane Hotel, 
London, Wr, on Friday, March roth. 

The Chairman of the Society, Mr W. G. Densem, 
F.C.A., presided, and with Mrs Densem and Mr 
James Blakey, F.c.a., President of The Institute of 
Chartered Accountants in England and Wales, re- 
ceived the company of 356—-a record number — 
who attended. 

There were no speeches. Dancing continued until 
one o’clock, and once again it can be recorded that this 
most enjoyable occasion was an outstanding success. 

The Chairman, Committee and the Hon. Secre- 
tary, Mr J. W. G. Cocke, T.D., M.A., A.C.A., are 
to be warmly congratulated on the admirable results 
of their hard work. 


Residential Course for Liverpool and 
Manchester Students 


The tenth residential course for Liverpool and 
Manchester students to be arranged by the Education 
and Joint Tuition Committees of the Liverpool and 
Manchester Societies of Chartered Accountants, 
starts at Burton Manor, Burton, Wirral, next Monday 
and continues until Friday evening. 


The Association of Certified and Corporate 
Accountants 


The London and District Society of the Association 
held their annual dinner and dance at The Mayfair 
Hotel, London, on Friday, March 19th. `" 

Mr L. M. Hamilton, ¥F.a.c.c.a., President of the 
Society, presided and, together with Mrs Hamilton 
and the Rt. Hon. Lord Latham, J.P., F.A.c.c.a,, 
President of the Association, received the 210 
members and guests, among whom were: 


Professor W. T. Baxter, B.COM., C.A. (Professor of 
Accounting, London University), and Mrs Baxter; Mr H. 
Beer, C.B. (Insurance and Companies Department, Board of 
Trade), and Mrs Beer; Mr Roy Borneman, Q.c., and Mrs 
Borneman; Mr J. M. Clarke (Senior Official Receiver in 
Companies Winding-up), and Mrs Clarke; Mr J. Cowen 
(Board of Trade), and Mrs Cowen; Mr W. F. Cresswell 
(Senior Official Receiver in Bankruptcy), and Mrs Cresswell; 
Mr W. B. Langford, M.B.E. (Registrar of Companies), and 
Mrs Langford; Mr J. C. Latham, D.L., F.S.A.A., F.I.M.T.A. 
(Director of the Association), and Mrs Latham; Mr E. H. S. 
Marker, €.B., and Mrs Marker; Mr F. C. Osbourn, M.B.E., 
B.A., LL.B. (Secretary of the Association), and Mrs Osbourn, 
Mr H. Basil Sheasby, M.B.E., F.C.A., F.S.A.A. (Chairman, 
Incorporated Accountants’ London and District Society), and 
Mrs Sheasby; Mr Peter Chapman (‘The Accountant’), 


JOHN FOORD & COMPANY 


Telephone: Victoria 2002 (3 lines) 


VALUERS AND ASSESSORS | 


OF WORKS, FACTORIES, PLANT & MACHINERY, Etc. 


a 
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The Institute of Cost and Works Accountants 


SOUTH-WEST REGIONAL Cost CONFERENCE 


A one-day conference, sponsored by the Bristol, 
South Wales, Birmingham and Coventry Branches 
of the Institute of Cost and Works Accountants, was 
held at The Queen’s Hotel, Cheltenham, last Saturday. 

The proceedings opened with a civic welcome by 
the Mayor of Cheltenham, after which delegates 
discussed a paper on ‘Statistics in relation to cost 
accountancy? by Mr R. Glendinning, M.A, C.A., 
F.c.W.A. In the afternoon two papers were presented 
on the practical application of modern cost tech- 
niques -the first by Mr R. J. Gibbens, F.c.w.a,, 
and the second by Mr F. T. Pearson, F.c.w.a. 

During the luncheon proceedings, Mr F. W. H. 
Saunders, F.C.W.A., President of the Institute, pre- 
sented the Lewton Coronation Prize in Management 
Accountancy to Mr J. F. D. Cornish, A.C.A., A.c.W.A., 
on the results of the first examination — in December 
last year—for the Institute’s new oe in 
Management Accountancy. 
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BIRMINGHAM BRANCH DINNER 
Some 175 members and guests attended thea 
dinner and. dance of the Birmingham and Distric 
Branch of the Institute, held on March 18th. The 
Branch President, Mr J. A. Cope, F.c.w.a., presided, 
and among those present was Mr F. W. H. ‘Saunders, 
F.C.W.A., President of the Institute. 

The toast of ‘The City of Birmingham’ was pro- 
posed by Mr W. E. Harrison, F.c.w.a., President- 
Designate, and the Lord Mayor of Birmingham res- 
ponded. 

SHEFFIELD BRANCH DINNER 
The Sheffield Branch of the Institute held thei 
annual dinner at The Grand Hotel, Sheffield, or 
March 17th. The Branch President, Mr T. E 
Singleton, B.A.(ECON.), F.C.W.A. , presided, and amo ng 
those present were: 

Councillor Oliver S. Holmes, J.P., ECA., A.C.W.A 
(Lord Mayor of Sheffield); Mr R. L. Walsh (The Maste 
Cutler), Mr F. G. Jones, A.I.M.T.A. (City Treasurer o 
Sheffield); Mr G. Nicholson, F.c.w.a. (a member of th 


Council of the Institute); and Mr SC Tyrrell, F.C. W.A. 
F.1.1.A. (Immediate Past President of the Institute). 


LONDON STUDENTS’ COLUMN 


News from the London Chartered Accountant Students’ Committee | 


End of Spring Lectures 

The spring programme of lectures and meetings has 
very nearly been completed. During a period of three 
months the Society has held thirty-six lectures, not 
counting those held at the branches in Southend and 
Chelmsford. While the level of attendance has been 
good throughout, there is still room for more people to 
take advantage of the facilities offered. 


Next Week’s Meetings 
The following meetings will be held next week: 
Tuesday, 5.30 p.m.: Film and demonstration of Hollerith 
punched-card accounting (limited numbers). 
Wednesday, 6 p.m.: Lecture and demonstration National 
‘accounting machines (limited numbers). 
Friday, I p.m.: Lunch-time discussion of study problems 
brought by students. 5.15 p.m.: Introductory course 
lectures on (1) ‘Auditing’, (2) “Taxable income’, 


Special Lectures for Examination Candidates 
A series of lectures for examination candidates which 
is not a part of the general spring programme has now 
been arranged. The general title of the course is 
‘Practical aspects’ and as was stated in the last ‘London 
Students’ Column’, the course is designed to give 
members additional practical knowledge of accounting, 
banking, costing and general financial matters. 

These lectures take place during pre-examination 
leave from Tuesday, April 2oth to Friday, April 23rd. 
There are four lectures each day and members con- 
cerned have been notified of the details. 


Cricket and Tennis 


The organizers of both these sports are preparing the 
plans and arranging fixtures for the coming seaso1 


‘Anyone who is interested in playing either of thes 


sports for the Society should send their names, ‘te 
gether with an indication of their standard of pla 
to the organizer of the particular sport at the Society 
office at 111 Moorgate (phone: Mon. 3460). Particulz 
difficulty is experienced in findirig members who a 
able to play in mid-week cricket matches, Mae 


Annual General Meeting 


In accordance with the rules of the Society, the la 
date upon which notice may be given of any resol 
tion to be moved at the annual general meeting | 
April gth. This date is also the last day upon which 
member can give notice of the nomination of anoth 
member for election to the committee. Notice must | 
given in writing to the secretary. 

Although resolutions are restricted to those of whic 
at least twenty-one days’ notice has been given, gener 
discussion is always welcomed at these meeting 
Apart from the formal report, the chairman gives 
review: of the Society’s affairs as a result of whi 
points may be raised, 

All members should attend and so join in tl 
conduct and control of the Society’s affairs. 

It is hoped to publish the next ‘London Student 
Column’ in The Accountant dated April 24th. e 
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NO PAR VALUE SHARES 


HE report of the Committee on Shares of No Par Value, 

appointed by the PRESIDENT OF THE BOARD OF TRADE in 

December 1952, with Mr Montacu GEDGE, Q.C., as 
chairman, was published on ‘Tuesday.? 

The terms of reference were: 

‘to consider whether it is desirable to amend the Companies Act, 

1948, so as to permit the issue of shares of no par value; and, if so, 

to consider and report what amendments in the Act should be made 

for this purpose, having due regard to the need for safeguards for 
investors and for the public interest’. 

The Committee set about its task in the usual way by inviting 
evidence, both written and oral, from a number of organizations 
and individuals. Included in the former were the English and 
Scottish Institutes, the Society and the Association. Information 
in particular was sought on the operation of the no par value 
system in other countries. The memoranda submitted and the 
minutes taken of the oral evidence are obtainable as a supplement 
to the report. 

The members of the Committee, with one exception, are of the 
opinion that the Companies Act, 1948, should be altered so as 
to permit both public and-private companies, if they wish, to 
issue ordinary shares of no par value. The amendments, however, 
should not cover pre ce shares because ‘a fixed dividend must 
have a relapon o the sum on which it is paid’. The dissenting 
member of the Committee, Mr W. B. BEARD, opp, states in a 
minority report his objections to the conclusions of his colleagues. 


(‘These are, briefly, that too much attention has been given to the 


technical issues and, in consequence, too little to the wider 
public interest. He also states that, in the main, the demand for 
the introduction of no par value shares is confined to professional 
investors and speculators and that insufficient account has been 
taken of the strong opposition offered by the trade union movement. 

The majority report outlines the law and practice of the no par 
value system in America, Canada and Belgium; assesses the 
demand for a comparable system in this country and the advantages 
to be derived from it; considers in some detail the views of the 
General Council of the Trades Union Congress; and, in its general 
conclusions and recommendations, explains how the system would 
be applied and the safeguards for investors and for the public 
interest: which would have to be observed. We hope to refer in 
greater detail next week to the principal points of interest in this 
admirably drafted document which should be studied by every ` 
member of the profession. 


1 Cmd. 9112. H.M.S.O. rs 3d net. 


°? Minutes of Evidence taken before Committee on Shares of No Par Value. 
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ECONOMIC SURVEY 1954 


NE of the most important sections of the 
(lr Survey 1954! published last 

Tuesday, deals with the objectives of 
Government policy during the last two years and 
the extent to which these objectives have been 
attained. The actual wording is as follows: 

“Two years ago, at the beginning of 1952, the 
main task for Government policy was to check the 
drain on the reserves and put the balance of pay- 
ments right. This was successfully done, and a major 
improvement in the balance of payments was in 
fact achieved. But the process of readjustment to a 
lower level of demand at home, combined with a 
decline in demand overseas, led to a temporary fall 
in production in the summer of 1952. 

‘By the end of that year the phase of readjustment 
was over, and output was recovering. The marked 
improvement in the external situation made it 
possible to concentrate once more on the need to 
expand output, and the 1953 Budget was accord- 
ingly directed towards stimulating, within careful 
limits, a further growth of production at home and 
providing incentives for higher productivity. 
Particular importance was attached to increasing 
industrial investment and to creating a more 
favourable climate for the expansion of exports. At 
the same time the Government aimed at going 
ahead with the removal of controls so as to restore 
a more freely working and competitive economy, 
in which market forces would be allowed to play 
their proper part. These objectives provide a 
yard-stick for measuring the progress made during 
the past twelve months.’ 


Using these objectives as a yard-stick it is clear 
that 1953 went much according to plan and the 
balance of payments result was again a good one. 
A surplus of some £225 million was achieved, 
compared with a revised figure of £255 for 1952 — 
both inclusive of defence aid. The earned surplus 
in 1953 was estimated at {123 million — only 
£11 million lower than that for the previous year. 
Creditable as this achievement is, however, it 
still falls short of the target of £250 million a year 
(earned surplus) put forward as necessary if 
Britain is to-play her full share in the development 
of Commonwealth resources. 

The improvement in the sterling area’s gold 
and dollar reserves was steady, but by no means 
spectacular. These reserves, which had stood at 
£1,178 miilion at the end of roso and at £1,400 
million in the middle of 1951, fell continuously 


1 Cmd, g108. H.M.S.O. rs 6d net. 
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until April 1952 when they were at the very low 
figure of £594 million. But apart from those | 
months in which interest has been paid on the 
United States and Canadian loans, the reserves 
have risen month by month since then, reaching 
£659 million at the end of 1952, £899 million at 
the end of 1953, and £922 million at the end of 
February. However, as the Survey points out, 
1953 was a year of consolidation for the sterling 
area; the London foreign exchange market 
reflected the strength of sterling which by_the 
end of 1953 had closely approached the ceiling of 
$2°82 and which has since been given a greater 
degree of transferability. 

But it was in the field of production that 
Government policy saw its greatest successes, 
and paradoxically enough, one of its few failures. 
Industrial production went on rising steadily 
throughout 1953 and by the end of the year it was 
about 5 per cent above the level reached in 1951 
before the setback, referred to in the first! 
paragraph, occurred. The textile industries 
almost completely recovered from the recession 
of 1952, the lowering of purchase tax rates 
stimulated demand for consumer goods generally, 
and the tax reliefs-given in the Budget helped t 
maintain a high level of demand and to resuscita 
the atmosphere of an expanding economy. 
Building, particularly of new houses, went ahead 
rapidly, and defence production was appreciably 
higher than it had been in 1952, although it 
levelled off during 1953. 

The appendix to the Economic Survey discusses 
the progress made by the most important groups 
of industries and their contribution to the gross 
national product. Coal was perhaps the most 
disappointing; deep-mined coal output in 1952 
was a million tons below that of 1952, but 1952 
was the first year in which the second week’s paic 
holiday was taken. Output in the steel industry is 
expanding rapidly and further increases are 
expected as more and more capacity comes int 
operation. There were no power cuts in 195 
although consumption of electricity was 6 pel 
cent higher than in the previous year. The post: 
war programme of oil refinery expansion is no 
virtually complete and the output of the refineri 
in the United Kingdom last year was over 2 
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million tons compared with 15 million tons in 
1951. The metal-using industries had a varied 
experience during the year; taken as a whole, 
output was about 24 per cent greater than in 
1952 but large increases in some sections, e.g. 
cars, were offset by falls in others. ‘The index of net 
agricultural output was provisionally estimated at 
156 (1936-39= 100), against 152 a year earlier. 

Perhaps the most disappointing feature of 1953 
was the failure to expand exports and to stimulate 
investment at home. The United Kingdom’s 
share in world trade in manufactures was 22 per 
cent—the same as in 1952, comparing with 
23-per cent in 1951, and 27 per cent in 1950. 
Germany is now proving a formidable competitor 
and the approach of many firms to export business 
will have to be improved if Britain is to retain her 
relative position. 

There was a further increase during 1953 in 
investment in basic industries, but in private 
manufacturing industries investment remained at 
the same level as in the previous year, in spite of 
the relaxation of licensing restrictions on factory 
buildings and the restoration of initial depreciation 
allowances. Some improvement in new orders for 
capital goods was, however, apparent during the 

losing months of last year. It is well known that 
much was done during the year to restore freedom 
to the home economy by abolishing controls over 
Sroduction and consumption, and the Survey 
rightly claims that a more freely working 
economy offered greater opportunities for indi- 
vidual initiative and enterprise. 

Two factors together made life easier for the 
ritizen last year; one was the greater output and 
activity compared with 1952, and the other, the 
more favourable terms of trade. The gross 
national product was about 34 per cent greater 
than in 1952 and this provided additional 
resources of £500 million. The fall in import 
prices enabled nearly £300 million more imports 
to be obtained for the same amount of exports. 
Thus, about £800 million more resources were 
wailable than in 1952 — an increase of more than 
per cent. Nearly half of this increase went to 
ersonal consumption, meanwhile the income tax 
soncessions in the 1953 Budget reduced the sums 
which persons had to set aside for tax payments. 
lhe total increase in personal disposable income 
mounted to more than 6 per cent, whilst retail 
rices were but 3 per cent greater. Consumers’ 


THE ACCOUNTANT 


359 


expenditure in both value and real terms rose in 
1953 and the idea that higher prices depressed 
indeed, living standards has no foundation in fact — 
people seem to have saved more during the year. 

Gross fixed investment absorbed just over a 
quarter of the increased resources, but house- 
building had the lion’s share of this. Defence and 
other expenditure of public authorities rose by 
£110 million, or one-seventh of the additional 
resources available. 

The year ended with most things going right 
for the economy and the first-two months of 1954 
showed that this trend was continuing, but what 
of the latter half of this year? Very little forecasting 
is now given in the Economic Survey — in great 
contrast to earlier editions. Indeed, as if to 
emphasize the change, the word ‘for’ is now 
omitted from the title. Two factors are causing 
uneasiness: the Survey deals with one of them — 
the prospects for exports and for the sterling 
area reserves in view of the slackening of activity 
in U.S.A.—but it hardly refers to the wage 
claims which are threatening both industrial 
peace and export prices. 

The view taken in the Survey is that the United 
States recession will not be allowed to develop 
into a major one, and it points out that so far it 
has had little effect on prices of primary products 
or on sterling area trade generally. Much is 
hoped for from the relaxation of import restric- 
tions by Australia and New Zealand, and from 
the continued expansion of exports of aircraft, 
munitions and oil. The Survey expresses the hope 
that the current level of exports will be maintained 
and therefore the favourable trade balance will 
continue, but agrees that the rest of the sterling 
area may be in deficit later in the year. 

On the wage claims it has this reference: 
“The return of the buyers’ market abroad has two 
particular implications for the home economy: 
productivity in industry must be increased, and 
costs and prices kept down. If in present circum- 
stances the prices of our exports generally were 

_ pushed up by a rise in internal costs, we should be 

taking a short cut to national bankruptcy. . 

But if output per man rises substantially, an 

increase in real wages can be achieved at the same 

time as costs are reduced.’ 
The Survey ends by saying that we are still not 
selling enough abroad to meet our external com- 
mitments and build up our gold and dollar re- 
serves without adding to our overseas liabilities. 
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ESTATE DUTY AND TRUSTS Se 


by PETER E. WHITWORTH 


duty by what is colloquially known as 

‘trust busting’, has received a severe 
check from the House of Lords through its 
decision in Re Chapman’s Settlement Trusts (The 
Times, March 25th, 1954). This case was one of 
a trilogy which were dealt with together by the 
Court of Appeal, the others being Re Downshire 
Settled Estates and Re Blackwell’s Settlement 
Trusts ([1953] Ch. 218). The last two succeeded 
in their object before that Court. Chapman having 
failed, it was taken to the House of Lords, where 
not only was it again rejected, but considerable 
doubt was thrown on the Court of Appeal 
_ decisions in Downshire and Blackwell. 

It is a commonplace that a vast number of 
family trusts now attract a far greater burden of 
estate duty than their founders can have foreseen, 
both through savage increases in rates and 
through the enormous extension in the range of 
possible events which can be deemed to involve 
a ‘passing’ of trust funds for estate duty purposes. 
One notable pitfall for the draftsman is the 
insertion in a settlement of a power to accumulate 
income for a period which is automatically cut 
_down by the Law of Property Act, 1925, Section 

164, to the life of the settlor, having as its usual 
consequence the real or notional passing of the 
settled funds on his death. 


Të widespread practice of avoiding estate 


Termination of Trusts by Mutual Consent 


In-these circumstances, beneficiaries naturally cast 
about for some means of avoiding what seems to 
be a gratuitous contribution to the national 
exchequer. Where all the beneficiaries of a 
particular trust are ascertained, are of full age, 
and are free from any legal incapacity, it is well 
settled that they may join together to bring the 
trust to an end and divide the funds among 
themselves in agreed proportions. Perhaps the 
simplest type of case is that of the ageing tenant 
for life who sells his life interest at its comparatively 
low market value to the persons who will be 
entitled to the trust fund on his death. This 
device is so popular that legislation now requires 
the tenant for life to survive it for five years if it 
is to achieve its object. Sometimes a tenant for 
life himself buys out the interests of the remaining 
beneficiaries, the cost being deducted from the 
estate which passes on his death, and usually in 
that case he need not survive five years. 


Unfortunately, some beneficiaries and potential 
beneficiaries may be unascertained, may be 
unborn, or infants, or otherwise legally in- 
capacitated. The trustees cannot release the funds 
on the strength of any bargain in such a case; 
without committing a grave breach of trust. They 
must be protected by an order of the Chancery 
Division of the High Court. Such an order cannot 
be made unless, inter alia, the Court (a) has the 
necessary jurisdiction; and (b) is satisfied that the 
scheme is for the benefit of those beneficiari 
who cannot validly consent to it. | 

The Scope of the Court’s Jurisdiction 
It was the uncertainty about the precise scope off 
the Court’s jurisdiction which caused the litiga- 
tion referred to above. As a result it is now 
established that the jurisdiction to sanction 
schemes is not nearly so wide as was thought., 

It was already beyond question that there are 
wide powers to sanction the acquisition of invest- 
ments which were expressly or impliedly forbidden 
by the founder of the trust, but such a disregard 
for his wishes does not affect the nature and 
extent of the various beneficial interests which 
he has created. Again, there may be a genuine 
dispute between beneficiaries as to the extent 
of their respective interests. The Court ma 
sanction a compromise of the dispute which 
secures for, e.g. an infant, a definite and certain 
benefit in exchange for a disputed right to 
something more. Any resulting estate duty, 
advantage would be incidental. | 


Recent Developments 


It is no secret that schemes going far beyond these 
limits have been sanctioned in considerable 
numbers in recent years. The applications are 
usually heard in chambers instead of in open 
court, and so have not received that publicity 
and scrutiny that significant developments of the 
law usually enjoy. The essence of such schemes 
has been that a life-tenant has surrendered some 
part or the whole of his life interest in return for 
some capital sum paid to him out of the le 
funds. That, broadly speaking, was the schem 

in Downshire. The quantification of the values of 
the various interests is usually done by actuarial 
calculation, although some of these calculations 
are a little unreal. What, for instance, is the value 
of a possibility of receiving income which is 
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dependent on the double contingency of the 

bankruptcy of the tenant for life and the subse- 
quent exercise of a discretion by the trustees in 
one’s own favour? Nevertheless, potential benefi- 
ciaries with such tenuous interests usually have 
to be brought out if the scheme is to receive 
general agreement and the death of the life- 
tenant is not to bring about a ‘passing’. 

The Downshire scheme failed to obtain sanction 
in the High Court, but the Court of Appeal 
sanctioned it on the ground that the scheme was a 
‘compromise’ of the rights of the respective 
beneficiaries. The refusal of the lower Court was 


based on its lack of jurisdiction; there was hardly ` 


any doubt that the scheme would benefit all 
concerned because of the estate duty advantages 
it promised. On this topic the judgment in the 
Court of Appeal was that 
‘it is not an objection to the sanction by the Court 
of any proposed scheme in regard to trust property 
that its object or effect is or may be to reduce 
liability for tax (including death duties)’. 
The Chapman Scheme 
As we have said, the Downshire scheme and the 
Blackwell scheme, which was broadly similar to it, 
succeeded in the Court of Appeal. The Chapman 
scheme went even further than was generally 
thought to be permissible and if its failure in all 
three Courts occasioned any surprise, it was a 
surprise which was not very widespread. The 
,scheme concerned three settlements where the 
Xsettlor was still living. The beneficiaries were the 
_ grandchildren of the settlor (by a named child) 
‘who should attain their majority or die leaving 
issue. Given that the settlement was made outside 
the five-year period, then without more it could 
not involve a passing of the settled funds on the 
settlor’s death. However, it contained a proviso 


directing the trustees to accumulate the income’ 


for a period which was not one of the periods 
authorized by the Law of Property Act, 1925, 
Section 164, and giving them a discretion to 
apply some of that income for the benefit of such 


of the beneficiaries as they chose. There was a, 


strong probability that the death of the settlor 
would put an end to the accumulations and would 
thus, in the present state of the law, involve a 
Saas of the settled funds. The scheme put 


orward was that the trustees should make over ` 


the funds to the trustees of a new settlement which 
would contain the same provisions as the old one, 
minus the direction to accumulate. Thus the 
individual. beneficiaries would have, broadly 
speaking, equal rights to the income pending the 


final, vesting, instead of depending on the 
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exercise in their favour of the trustees’ discretion. 
Not only was there no dispute, there was not even 
a compromise in the sense in which that word was 
used in relation to Downshire and Blackwell. 
There was merely a rearrangement of the bene- 


ficial interests. In these circumstances the Court 


of Appeal affirmed the approval of the High 


Court’s refusal to sanction the scheme. 


The House of Lords’ Decision 
In dismissing the appeal in the Chapman case, 


the Lord Chancellor quoted Sir George Farwell 


in Re Walker ([1g01] 1 Ch. 879, at page 885): 
; ‘I decline to accept any suggestion that the 
Court has an inherent jurisdiction to alter a man’s 
will because it thinks it beneficial. It seems to me 
that it is quite impossible.’ ; 
The fact that this was a settlement and not a 
will, of course, makes no difference. He went on 
to observe that there were clearly defined excep- 
tions to that rule, one of which was that the 
Court could sanction a compromise of a suit to 
which an infant was a party. But that exception 
did not extend to a ‘compromise’ where there 
was no real dispute as to rights. It was the func- 
tion of the Court to execute a trust, not to alter 
it because alteration was thought to be advan- 
tageous to an infant. Lord Oaksey agreed. 
Lord Morton of Henryton, who also agreed, 
added that the decisions in Downshire and 
Blackwell went too far; he did not feel able to 


„draw a sound distinction between ‘them and 
_ Chapman. If the Court did have power to approve 


such schemes, the way would be open for an 
undignified game of chess between the Chancery 
Division and the Legislature. A successful scheme 
might well be followed by many others, where- 
upon the Legislature might impose fresh taxation 
on the trusts as altered, following which the 
beneficiaries would once more apply for sanction 
for a new alteration. 

Lord Asquith of Bishopstone agreed with Lord 
Morton. Lord Cohen, who also agreed that the 
appeal be dismissed, expressed the view that 
Downshire and Blackwell had been rightly decided 
since they involved a compromise in the broad 
sense of that word. 

It is clear now that a scheme on Downshire lines 
is no longer possible. It by no means follows, 
however, that this is the end of the story. There 
is still a good deal of scope for the exercise of 


ingenuity in forestalling the operations of the tax- 


gatherer. Estate duty law has now reached such a 
highly artificial and sophisticated state that sur- 
prising results can be achieved, and long- 
established principles upset, as it were, overnight. 
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APPORTIONMENT OF SURTAX 


LIABILITY OF COMPANY AND MEMBERS 
by T. J. SOPHIAN 


i HERE a direction has been made to 
\ X / the effect that the undistributed in- 
come of a company is to be deemed 
to be the income of its members, the Commis- 
sioners will proceed to apportion that income 
in accordance with the respective interests of 
the members. Incidentally, it may be observed 
that persons other than members may be in- 
cluded in such an apportionment. Any person 
who would have been entitled to the income or 
the capital of the company, such as a director 
entitled to all the assets on a winding-up 
(CIR v. Tring Investments Lid (in liquidation) 
18 A.T.C. 93; 22 T.C. 679), or a beneficiary 
under a trust of which the trustees are members 
of the company (Drew (Alexander) & Sons Ltd 
v. CLR. (1932 case) 11 ATC 294; 17 T.C. 
140), may have such an apportionment made 
against him. 

Where the Commissioners have put into 
operation the machinery of what is now Chapter 
II, Part IX of the Income Tax Act, 1952, the 
important practical question arises as to the 
position of the company and of the ‘members’ 
who have been subjected to the apportionment, 
not only towards the Revenue, but also among 
themselves. In some circumstances, indeed, the 
latter question may prove to be of considerable 
importance, as, for instance, where a sale of the 
company’s undertaking may be contemplated. 

The sum apportioned, less any amount already 
distributed (e.g. by way of dividends to that 
member in respect of the year or period in 
question), will be deemed for the purposes of 
surtax to represent income from that member’s 
interest in the company, and must be included in 
the statement of his total income for surtax. 
Moreover, the apportioned income will be 
deemed to have been received by such member 
on the date to which the accounts of the com- 
pany for the year or period were made up. 

If some other date is desired to be regarded 
as the date of such receipt, application must be 
made to the Special Commissioners, not by the 
member be it observed, but by the company. 
This application must be made within the time 
limited for appeal against the direction, that is, 
21 days after the notice of the direction (Section 
247 (1), Income Tax Act, 1952). Again, it is to be 


observed, the appeal against the direction is at 
the instance of the company, who is regarded 
as being ‘aggrieved’ thereby. If such an applica- 
tion is made, the Special Commissioners in 
determining some other date as the date of the 
receipt, will have regard to the dates of previous 
distributions of income by the company, and will 
avoid as far as possible the inclusion for any year 
of income referable to more than one year. ~~~ 


Liability for Payment of Surtax vis-a-vis 
the Revenue . 
To whom can the Revenue look for payment of 
the surtax on the income thus apportioned to 
the member? Is this the liability of the company 
or of the member? It appears to be the liability 
of both as far as the Revenue is concerned. 

The tax will be assessed upon the member, 
but in the name of the company, and primarily 
it will be payable by the company. Notice of 
charge to surtax will, however, be served in the 
first instance on the member, and he will then 
have 28 days in which to notify the Revenue 
whether he elects to pay the tax himself. If he 
declines or ignores the notice, notice of the 
charge will next be served on the company and/ 
the tax thereupon will become payable by ‘the 
company. 

But now suppose that the member served 
with the notice of charge in the first instance 
has elected to pay the tax. Does that set the 
company free? It does not, for if the member 
having so elected fails nevertheless to pay the 
tax by January 1st next following the year of 
assessment, or within 28 days of his election, 
whichever is the later, the Revenue will have the 
right of recovering the tax from the company, 
although no notice of charge will be served on 
the company in such a case. 

Once the notice of charge has been served, 
either on the member or on the company in 
default of the membere election, no further. 
notice of charge is served; but on failure to pay 
the tax on the part of the person served with 
the notice, the Revenue can proceed against the 
other party, who appears to stand somewhat 
in the position of a guarantor. 

As already stated, on failure of payment by the 
member who has elected, the Revenue can come 


“down on the. company; correspondingly, on 
failure of the company, on whom notice of 
“charge has been served, to pay within the time 
limited by proviso (5) of Section 249 (4), Income 
‘Tax Act, 1952, the Revenue can come down on 
the member as well. The conclusion to be drawn 


from the various ‘shuttlecock’ provisions in Sec- 
tion 249 is that the primary liability for the tax’ 


rests on the member, and that the company is 
more or less in the position of a surety. 

To summarize: it is the member who is first 
served with the notice of charge; and while it 
is true that if he does not elect, notice of charge 
will be served on the company, yet on the 
company’s ‘default to pay in such a case the 
" Revenue can come down on the member. 


Rights inter se of Company and Member 
An analysis of the provisions with regard to 
liability is of importance in order to determine 
the rights of a company against a member, 
where the company has paid the tax. It is 
surprising that there is no statutory provision 
directing what is to happen in such a case. 

The only guide -if it can be regarded as a 
guide ~- is subsection (5) of Section 249, which 
provides that any undistributed income of the 
company which has been apportioned to a 
member and then charged for surtax, when 
subsequently distributed by the company, 
whether to that member or a third person is not 
to be deemed to form part of the total income 
Or surtax purposes of such member or person. 

In other words, the relevant income of the com- 
pany which was subjected to the apportionment 
becomes .completely exempt. If it is thereupon 


subsequently distributed by the company to a 


third person to whom, for instance, the original 
member may have sold his shares in the com- 
pany, ‘such income does not form part of the 
total income of such third person. 

Moreover, fluctuations in the rate of tax 
which may have occurred in the meantime will 
be ignored, and so also will fluctuations in the 


total income of the member who was subjected’ 


to the apportionment. 


Winding op 
e the winding-up of a ‘Section 245 company’, 
that is, a company which is under the control 
of not more than five persons and which is not a 
subsidiary company or a company in which the 
public are substantially interested (see Section 
256), the company’s income (subject to certain 
exceptions) will, for the period from the end of 
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the last year or other period for which accounts 
have been made up, to the time of the com- 
mencement of the winding-up, be automatically 
deemed ‘to be income of that period available 
for distribution to the members. There will also 
be such an automatic deeming in respect of the 
next preceding accounting year or period ending 
within that next preceding year (Section 253 (1)), 

“Under subsection (2) of Section .253, all 
notices including notices of charge which may 
be in respect also of other years or periods than 
those specified in subsection (1), are to be 
served on the liquidator where the company is in 
liquidation. The liquidator is made responsible 
for due payment of surtax payable by or re- 
coverable from the company, on an apportionment 
being made in the circumstances above men- 
tioned. 


Where there is a liability upon a company 
which is being wound-up for surtax payable or 
recoverable from the company, in respect of 
the income apportioned to a member whether 
in respect of a period prior to the ‘winding-up 
periods’ referred to in Section 253 (1) (a) and 
(b), or in respect of those winding-up periods, 
and the liquidator distributes the assets without 
making provision for the payment of such surtax 
to the Revenue, such member, provided that he 
has been settled on the list of ‘contributortes’ of the 
company, can be ordered by the Court to repay: 
the liquidator the amount of the surtax for which 
provision was not made by the liquidator. 


Thus, in In re Aidall Lid (18 T.C. 617) a 
member was assessed to the sum of £2,069; 
under Section 21, Finance Act, 1922, as his 
share of the profits of a company during two 
assessing periods prior to the winding-up of the 
company. The liquidator distributed the assets 
without making provision for the surtax thereon, - 
amounting to £568 odd. The member who was 
served with notice of charge did not elect, and in 


fact repudiated liability, so that the sum became 


payable by the company. 'The Court held that as 
the member had received a much larger sum 
in the winding-up than he was entitled to, the 
amount of surtax not having been deducted, 
and as the member knew that as a result of his 
non-election the tax would be payable by the 
company, he was liable to repay the liquidator 


‘the sum in question, in order to enable the 


liquidator to discharge the company’s debt to 
the Revenue. The ground of this decision appears 
to have been that the member to his own 
knowledge had received an overpayment: on the 
aa a of the company. l 
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Therefore this much seems to be clear, that a 
company which makes a payment of surtax may 
ultimately be enabled to recover the amount 
from the member concerned if the company is 
subsequently wound-up. 


The matter is carried a stage further by the 
decision in Re Alexander Drew © Sons Lid 
(1934 case) (13 A.T.C. 670). In that case the 
company was in liquidation and the liquidator 
paid the surtax charged in respect of an apportion- 
ment made on certain members of the company, 
under Section 21, Finance Act, 1922 - the 
corresponding provisions of the Act of 1922. 
Some of the members of the company were liable 
to pay the surtax on a higher scale than others 
and some were not liable to pay it at all. 

The Court held that in making the distribution 
of the assets, the total amount paid for surtax 
in respect of all the members involved ought 
not to be treated as a liability of the company 
payable before the ascertainment of the amount 
available for distribution, but that the sum 


ought to be brought into account in such dis~ 


tribution against the amounts receivable by the 
holders of the shares in respect of the income 
on which the surtax was assessed, in the pro- 
portions in which the same was assessed. 

In the view of Mr Justice Eve, to adopt the 
first alternative would be to apply assets dis- 
tributable amongst all the members or a particular 
class of them in part payment of moneys charged 
upon and tayable by other members, and this 
would be contrary to the provisions of the Act 
which required the apportionment to be made 
in accordance with the respective interests of 
the members, and that the income as apportioned 
to each member was for the purposes of surtax 
to represent his income from his interest in the 
company for the year or period in question. 


Liability of Member to Company for Tax 
Paid by Company 
If one applies the underlying principles of the 
above cases, it would appear that where a 
company has paid the surtax charged on a 
member as the result of an apportionment, the 
member becomes liable to refund that money to 
the company or to have some adjustments made 
in the accounts of the company in respect of the 
tax paid. Otherwise, if the liability were to be 
regarded as that of the company, to be charged 
generally against the profits or assets, an inequit- 
able position would arise in that the member 
whose surtax liability had thus been discharged 
would benefit at the expense of those members 
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of the company who may have had a less amount 
of surtax assessed to them or no surtax at all. 

It is possible, of course, for the position to™ 
arise that while a larger amount of income may 
be apportioned to .one member over another, 
yet the surtax liability of the latter may be greater 
than the former because, for instance, the former 
may have been entitled to larger amounts by 
way of reliefs and deductions. 

It seems that the fairest way of dealing in the 
accounts with such a position would be to treat 
the amount of the income apportioned by the 
Revenue.to the member as if it were income set 
aside by the company for the member in question, 
and then to deduct from the same the amount | 
paid by the company virtually on behalf of ` 
such member by way of surtax. 

The most convenient way of dealing with the 
matter, however, would be for the member»; 
either to discharge the amount of the surtax 
himself, or to refund the company the amount 
paid by it in respect of such surtax. Nor would 
there appear to be any bar to the company 
itself recovering the money from the member by ` 
proceedings in the Courts. 


Application of Principle where 
there is No Winding -up 
It will have been observed that these cases in 
which the question of recovery from the member 
was raised, were cases in which the-company was 
being wound up, and in each case the wee UD Up 
was voluntary. 

There appears to be no reason, however, w 
the principles of the above cases should not 
equally apply where the company is not being 
wound up at all. In such a case, if the company 
has discharged the surtax liability of the member, 


~ the amount should not come out of the pocket of 


the company, and the company should have a 
right of recourse against the member for the 
recovery of the tax paid. For, here again, there 
may be some members of the company who have 
no such surtax liability at all, or who have a 
liability smaller in extent than the liability of the 
member whose surtax has been paid by the com- 
pany; and if the burden of the payment was to 
fall wholly on the company, it would fall equally, 
on all the assets, which would consequently be" 
diminished, so that the diminution would be dis- 
proportionately borne. ‘The payment, in fact, 
would be made by the company at the expense of 
all the other members, other than the one whose 
surtax was being thus discharged for him by the 
company. 
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DEVELOPMENT OF THE DIRECT TAX ON INCOMES 
by J. HYAMS, A.C.A. 
e? 


HE country’s financial year ends on 

| March 31st. Why the odd date for income 
tax — April sth? 

For a century and a half, England had been out 

of step with most European countries who had 


adjusted the calendar year to the solar year under 
the direction of Pope Gregory XIII. By an Act of 


1751, January Let was made the first day of the 


Julian calendar year instead of March 25th and 
a correction was also made dropping eleven days 
between September 2nd and 14th. The nation’s 


-finances were previously made up to September 


- 


2gth and, as the government did not want to 
anticipate payments of rents, annuities, income 
tax, etc., payable under ang Act of Parliament, 
the date of the financial year was prolonged eleven 
days, viz. to October roth. Later, the year-end 
was revised on two occasions but in each case 
allowance was made for those eleven days and it 
now stands at April sth, eleven days after 
Lady Day. 

To Pitt, and the eighteenth century, must go 
the credit — at least from the Government’s point 
of view — of a direct tax on incomes. There were 


already the ‘assessed taxes’ — window and house - 


Ge, taxes on manservants, carriages and horses — 
as well as customs, excise and stamp duties. With 
the interminable war with France, more money 
had somehow to be raised and in 1798 the Aids 
and Contributions Act was introduced, increasing 
the various rates of the ‘assessed taxes’ by 
reference to the taxpayers’ income. 

It astonishes us to read that voluntary contribu- 
tions were invited if assessment fell short of ro 
per cent of income. “The shameful evasions and 
rather scandalous frauds’ caused Pitt to abandon 
the tax. It was in 1799 that Pitt, after a fierce 


struggle, successfully brought on the Statute Book 


the provision of a direct tax at the rate of 10 per 
cent upon the total income of the taxpayer, who 
was obliged to return a written declaration that 


‘the sum he was willing to pay was not less than 


one-tenth part of his income in accordance with 
the Act. 

A guide was issued to the public entitled A 
Plain Short And Easy Description Of The Different 
Clauses Of The Income Tax So As To Render It 
Familiar To The Meanest Capacity. With each 


return of income and allowances claimed sent out 
today by the Inland Revenue, separate explanatory 
notes are included but not with, which is hardly 
surprising, the same descriptive title! If the 
government of the day could issue a guide for the 
‘meanest capacity’, John Bull would doubtless 
be engaged in cartoons as adroit as Gillray’s 
then, with angelic Pitt complete with harp 
invitingly intoning “Trust thy fortune’s care to 
me’ to that stocky figure in frenzy over the 
‘crabbed things’. 

Evasions and abuses were not checked. Resent- 
ment was high at the disclosure of the taxpayer’s 
private affairs (we are not so sensitive these days, 
it seems!) and the system of tax collection at the 
source, charging the income at the point where 
it arises, was brought in by Addington, Chancellor 
of the Exchequer, in 1803. In that year, too, the 
tax was planned under our familiar five headings, 
or schedules (A, B, C, D and E), each a compart- 
ment of income. Thus, charging the total income 
from all sources fell into abeyance until the 
present century with the advent of supertax 
(now surtax). Such was the strong measure 
required. The historian Green, we may note not 
without irony, has described Addington as a 
‘weak and narrow-minded man and as bigoted as 
the king himself’. 

After the battle of Waterloo, public hatred for 
the tax was so immense that not only was it 
repealed but all returns and documents concerned 
with it were completely destroyed, so that it would 
be impossible again to reimpose it! History, it is 
said, repeats itself . . . ? That “ignorant impatience 
of taxation’ as Castlereagh had called it, only 
irritating matters, had triumphed. 

In 1842 we were back with it by way of Peel’s 
Act. Public finance was in a poor way, the yield 
of indirect taxation diminishing but distress 
growing. Thus income tax began, with sevenpence 
in the pound, its uninterrupted (‘fruitful’, as one 
sage authority has put it) passage into modern 
times, admittedly falling to a lowly twopence in 
the 1880s. 

Sevenpence in the pound! If the impending 
Budget were to reduce the standard and other 
rates by that much, few people would be 


indifferent. 
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WEEKLY NOTES 


A Triumph for the American Institute 

` Last month in New York, Mr J. S. Seidman, c.p.a., 
the general chairman of the Committee on Federal, 
Taxation of the American Institute of Accountants, ' 
predicted that the accounting provisions of the new’ 
federal tax bill would bring great benefits to the 
American economy. Business decisions in such 
matters as corporate reorganization would be 
governed by real economic considerations rather than 
by artificial tax requirements. 

Mr Seidman said the Institute had been urging 
Congress to bring tax rules into harmony with 
generally accepted accounting principles, and the 
revenue bill reported by the House Ways and Means 
Committee was a long step toward bringing sound 
accounting into tax law. About two-thirds of the 
fifty-one changes recommended by the American 
Institute had, at least partly, been incorporated. As 
an example, business income was to be determined 
after allowing reasonable reserves for such items as 
discounts, product guarantees and claims; and 
without including payments received for the use of 
property or services to be rendered in future years. 
Mr Seidman added that the Institute would continue 
to press for provisions to allow some corporations to 
elect for partnership treatment, as recommended by 
President Eisenhower, to allow individuals to average 
good years with bad ones for tax purposes, and to 
carry forward contributions for medical expenses 
which are in excess of the maximum. 

New features in the bill, which the Institute 
recommended include: exemptions for children under 
1g, even when they earn over 600 dollars; deductions 
in certain cases for child care expenses; allowing 
status of head of family although the dependant may 
not be living at home; apportioning the property tax 
deduction between buyer and seller of real estate; 
April 15th as the deadline for individuals instead of 
March rsth; credit for dividend income to reduce the 
effect of double taxation of dividends; and more 
liberal treatment of depreciation. 


Creation of Tenancy by Mortgagor: Rights 

of Mortgagee 
There has recently been a series of cases in which 
the Courts have considered the rights of a mort- 
gagee to enforce his security and obtain possession 
of the mortgaged property wis-a-vis third persons 
who have been granted protected tenancies by the 
mortgagor. : 

The latest decision is that of the Court of Appeal 
in Church of England Building Society v. Piskor 
(The Times, March 27th, 1954) in which the mortgagee 
though entitled to an order of possession against 
the mortgagor was held not entitled to possession 
against the tenant of the mortgagor. 

Whether the mortgagee’s title is paramount to 
that of the tenant, who clearly would be protected 


~ 


vis-a-vis his own lessor, the mortgagor appears 
to depend, according to the decisions already given, 
on the order in point of time in which the mort- 
gage and the tenancy are respectively created. 

If the mortgagor has an unencumbered title, 
i.e, free of the charge or mortgage, when he grants 
the tenancy, the tenant will enjoy the protection of 
the Rent Acts as against not only the mortgagor, 
but as against any subsequent mortgagee. Even the 
interval of one day between the conveyance and the 
mortgage has been held to be sufficient for this 
purpose, the tenancy having been created in the 
interval before the mortgage (Universal Building 
Society v, Cooke ([1952] Ch. g5)). a 

In the earlier case of Coventry Permanent Econ- 
omic Building Society v. Jones ([1951] 1 AER gor) 
Mr Justice Harman apparently took the view that 
in effect the conveyance to the mortgagor and the, 
charge to the mortgagee were to be regarded as one ` 
single transaction, so as to confer a paramount title 
on the mortgagee as against the tenant. 

The Court of Appeal in Church of England Building 
Society v. Piskor, however, did not agree with Mr 
Justice Harman on this point, in so far as any such 
general proposition was intended to be laid down. 

Although undoubtedly there was one transaction, 
yet that transaction consisted of certain defined steps, 
which must take place in a certain defined order. 
The purchaser of the property, the mortgagor, 
would first have the property conveyed to him and he 
would next mortgage that property to the mortgagee. 
In order therefore to avoid the situation where 
the tenant would be protected even against the. 
mortgagee, it is essential to make sure that no 
tenancy has been created before the mortgage, and 
a recital in the mortgage deed that the property is 
‘vested in the mortgagor free from incumbrances’ in 
the absence of fraud or deception would not suffice, 
since the mortgagee would have caused the recital 
to be inserted in his own mortgage. It was incumbent 
on him to satisfy himself in advance and prior to the 
granting of the mortgage, that no such tenancy had 





been created by the mortgagor. 


The Bank Advances Expansion 


The monthly figures of the London clearing banks, 
which are regularly commented upon in these notes, 
have shown for some time that a rise in the volume 
of bank advances has been going on. The British 
Bankers’ Association quarterly analysis which is now 
available for the three months up to the middle ofm 
February adds a certain amount of information to the 
data in the monthly returns. For the three months 
to mid-February advances were increasing more 
rapidly than at any time since the comparable quarter 
of 1951. During the nine months to the end of last 
year advances were falling consistently and finally 
reached a lower level than at the same time three 
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is YOUR future 
set fair, too? 






They’re vigorous, vital, and keen to get 
on and, after eight years of marriage, 
they reckon their future is set fair. 
They’re starting to buy a lot of the things 
they’ve been longing for, too. Some of 
them quite expensive. Are they choosing 
your products? Do they plan to? Today? 
Tomorrow, perhaps? 


By facing the problems of our time 
realistically and presenting the news in 
a vigorous, modern style, the Daily 
Mirror appeals outstandingly to young 
readers. In fact, the majority of the 
4,600,000 people who buy it every day 


belong to the all important younger ` 


‘generation. With long buying years 
ahead of them they’re forming brand 
preferences now which may last them a fs 
their lives. If they take a fancy to = e 
products your future may be set fair eet 
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With the biggest daily sale on earth, 
the Daily Mirror offers you the most 
powerful mass market coverage in the 
history of daily newspapers at the lowest 
square inch per 1,000 rate of all national 
dailies. Moreover, its readers are young 
readers. Your customers today—next 
month—next year. 
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A new range of ADDING MAGHINES and 
SMALL OFFICE BOOK-KEEPING MACHINES 


(standard models available for immediate delivery) 


+ av 


The FEATURES that make the difference . . . Automatic Debit and Credit Balances 
Automatic Grand Totals and Sub-Totals; Self-printing Noughts; Automatic Spacing 
© — Automatic Punctuation and Colour Change (Red and Black); 
No Levers; Fingertip Control. 
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THE NATIONAL CASH REGISTER COMPANY LTD. 


Offices: LONDON AND ALL PRINCIPAL CENTRES - Factories at DUNDEE, SCOTLAND 


MAKERS OF THE FAMOUS ‘GLASS air DIRECT ENTRY ACCOUNTING MACHINE 
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years ago. Since November 1953, however, they 
expanded by {£102 million to reach £1,843 million 
and so wiped out most of the previous nine months’ 
decline. . 

The expansion has been over a wide front. After 
making allowance for the big operations of the public 
utilities during this period, there was an expansion 
in advances of £57 million compared with an increase 
of under £20 million at the same time a year ago. In 
industry, only the iron and steel group showed a fall. 
Elsewhere, bank accommodation has been very 
much on the increase. There has also been a signifi- 
cant expansion in the groups ‘other financial’ and 
‘personal and professional’. 


Reactions to Free Gold 


bEhe-first-wéek’s dealings in the newly-established 
free London gold market were distinctly favourable 
to sterling. Turnover in gold has been much larger 
than had been expected and this also is a source of 
satisfaction. During the week, spot sterling on New 
York rose at one time to its highest level for seven 
months and there was also a satisfactory trend for 
Sterling in terms of Continental currencies. Since a 
certain amount of sterling has now ceased to be 
‘bilateral and has become transferable it might have 

een thought that there have been some pressure 
on the pound but this has not occurred. 

It is not thought that the Bank of England will 
intervene in the market to keep the price of gold 
within certain preconceived limits, though naturally 
it will be available to influence the price if it should 
deem this to be necessary. 


Industrial Output in February 


rom information so far available it looks as though 
dustrial production in February almost maintained 
e rate of increase achieved in January — but not 
quite. The Central Statistical Office estimates that 
the index of production for February will work out 
at 129-130 when full figures are available. This 
represents an increase of 6 per cent compared with a 
year ago. January recorded an increase of 7 per cent. 
Statistics to hand suggest that there was a notice- 
able rise in the production of household goods, 
articularly cotton, and that useful rises in motor 
ehicles, certain chemicals and fuel and power will 
ave added buoyance to the results for the month, 
hile there are signs that building was coming out 
f its seasonal decline. On the other hand, the food, 
rink and tobacco industries were rather sluggish 
as was the case in January. These contrary trends in 
pnsumer goods industries points, as in the case of 
savings dealt with in another note, that there has 
seen something enigmatical about the behaviour of 
consumer preferences in the last few months. 


Agricultural Prices Review 


Ihe annual price review of agricultural prices, which 
s embodied in a White Paper issued recently, has 
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taken place for 1954 against a background of falling 
costs and freer markets — both innovations on other 
post-war years. The review for 1954 brings lower 
guaranteed prices for farmers (which will incidentally 
save, the Exchequer some {£30 million a year), for 
higher rents and wages have been more than offset by 
the lower prices of feeding stuffs. 

The main cuts are to affect milk, where the guar- 
anteed price drops 1d a gallon, pigs where prices 
drop 3s a score dead weight and cereals where a 
slight drop in the 1955 harvest is planned. The sup- 
port prices for eggs is now linked to the price for 
feeding stuffs and support prices are substituted for 
fixed prices in the case of the 1955 potato harvest. 
These changes have been brought within the overall 
policy, however, of continuing the expansion of 
agriculture. The target is 60 per cent above the pre- 
war level of output and in the last year production is 
expected to have reached 56 per cent. The National 
Farmers’ Union are of opinion that the alterations 
this year will slow down the rate of expansion but 
against this have to be set the advantages of increasing 
competition up to a point for agricultural produce 
and of passing lower world commodity prices on to 
the consumer and to the Exchequer from whence the 
food subsidies come and which is the consumer in 
another form. 

Expansion in the next year or two is to be built up 
by encouraging the raising of beef cattle rather than 
of cereals. In general, a policy of raising agricultural 
production at almost any price in any direction is 
giving way to an attitude of discrimination. Certain 
products are being encouraged by price supports 
rather than all products by fixed prices. i 


Trend of Savings 


The fiscal year which ended last month has been a 
remarkably favourable one for the British economy. 
Even the recession in the United States has so far 
failed to have a serious adverse effect on our external 
trade — though there are indications that some impact 
is being experienced. All the internal indexes of 
activity have been moving confidently upward, 
though the stock-markets have faltered when about 
to go through their previous ‘high’ and engineering 
order books could be in better shape. Now, even the 
trend of savings is in the right direction — and this is 
perhaps the most baffling trend of all. 

An improvement early in the new year was com-. 


, mented upon in these notes some weeks ago. In the 


week ended March 2oth, there was only a very small 
surplus which did not compare favourably with the 
ones recorded in the two previous weeks, but it was 
nevertheless much better than the results at the same 
time last year when a deficit was recorded. The total 
small savings invested at March 2oth, allowing for 
interest left invested and paid out, was £225 million 
higher than at the beginning of the fiscal year, while 
a year ago savings were {25-7 million lower than at 
the beginning of the previous fiscal year. 


1 Cmd 9104. H.M.S.O. price od. 





368 


THE ACCOUNTANT 


April 3rd, 1954 


REVIEWS 


Staples on Back Duty 
Sixth Edition 


by Ronald Staples, Editor of ‘Taxation’, and 
Percy F. Hughes, A.S.A.A., F.C.1.S. 


(Gee & Co (Publishers) Ltd, London. ars net, 
` 21s 6d post free.) 


This new edition of the leading book on its subject 
comes very opportunely, for back duty is much in 
the news these days and there is all the evidence of 
an intensive drive by the authorities — a drive which 
will be welcomed by all but a very small minority. 
Since the fifth edition was published, new powers 
have been given by the Finance Act, 1951, and these 
are duly dealt with. Another twelve reported cases 
have been added, and the question of the excess 
profits levy is dealt with. These additions have substan- 
tially lengthened the book which nevertheless remains 
at its old price. 


Life and Other Contingencies 
(Volume I) 


by P. F. Hooker, F.I.A., A.S.A., and 
L. H. Longley-Cook, M.A., F.I.A., F.C.A.S., 
A.S.A. 


(Cambridge University Press, London, 22s 6d net.) 


This text-book is intended for the use of students 
preparing for examination papers of the Institute of 
Actuaries and the Faculty of Actuaries on the subject 
-of life and other contingencies. The division of the 
material between this volume and the second, not yet 
published, has been determined by the syllabus of the 
Institute’s examinations, based on the principle of 
‘progressive approach’. This means that the present 
volume deals, inter alia, with certain specific cases, 
while the general theorems on which they are based 
will appear. in volume two. The authors, in their 
helpful preface, suggest that this is the best method 
for beginners, but for those whose minds obstinately 
prefer to proceed from the general to the particular, 
or the theoretical to the practical, a proper under- 
standing of this most difficult subject cannot be 
expected to mature until both volumes are available. 


SHORTER NOTICES 


THe Law AND PRACTICE RELATING TO EXEMPT 
PRIVATE COMPANIES, by A. J. Balcombe, M.A., 
Barrister-at-Law. (Jordan & Sons Ltd, London. 
15s net.) The definition of an exempt private com- 
pany in Section 129 and the Seventh Schedule to 
the Companies Act, 1948, has raised some baffling 
problems. This book is a painstaking attempt to 
answer some of the questions which practice has 
thrown up. It is a relief to find a book on a highly 
technical subject which does not shelter behind 
a verbatim repetition of the legislation itself. The 
book serves to emphasize that this legislation has 
serious gaps in it. - 


PRIVATE COMPANIES: ‘THEIR MANAGEMENT AND’ 
STATUTORY OBLIGATIONS (Seventh Edition) by 
Stanley Borrie, Solicitor. (Jordan & Sons Ltd, 
London. 12s 6d net.) The appearance of another 
edition of this work is evidence of its continuing use- 
fulness to directors and secretaries of small companies. 
Two of its most distinctive features are a compre- 
hensive index of 38 pages and a definitive list (in 
Chapter XV) of the documents which have to be 
lodged with the Registrar of Companies and the 
relevant statutory and other information regarding 
them. 


GLOSSARY OF GERMAN FINANCIAL AND ECONOMIC 
TERMS, by C. A. Gunston and C. M. Corner 
(English Universities Press Ltd, London. 12s 6d net.) 
The purpose of this useful glossary is to supplement 
existing German-English dictionaries by giving a 
comprehensive guide to the German that is beings 
used at the present day in the spheres of banking, 
finance and economics. The book is of especial 
value too, in that since the war radical changes have 
taken place in the technical vocabulary used in these’ 
spheres. 


SIMPLE COSTINGS IN THE SOFT DRINKS INDUSTRY.| 
(The National Association of Soft Drinks Manufac- 
turers Ltd, London. 21s.) Prepared for the Association 
by a firm of chartered accountants, this manual con- 
tains all the necessary information for installing and 
maintaining an adequate costing system in a soft 
drinks manufacturing business. The book opens ou 
like a triptych, so that the specimen forms may be 
easily referred to when reading the text. It is 
pleasant exercise for the knowledgeable reader -tō 
follow the sequence of trading operations from th 
cost of production statement to the final reconciliatio 
of the costing profit with the financial accoun 
without referring to the text. For others with n 
foreknowledge of costing, the text is an indispensab! 
introduction. 


RECENT PUBLICATIONS 


Stock Market Economics, by M. S. Rix. xi + 284 pp. 
9 X 5$. 25s net. Sir Isaac Pitman & Sons Ltd, London. 

Back Dury MANUAL, by A. J. Roper, B.sc.(HONS.). 130 pp. 
84 X54. 25s net (by post 8d extra). Butterworth & Co 
Ltd, London. 

Tax Cases Reported under the Direction of the Board of 
Inland Revenue. Vol. 34 — Part 10. (Pp. 509-564.) 1s 64 
net. H.M.S.O., London. 

GRADING OF CLERICAL WORK. 28 pp.+ Grading Specifica- 
tions. 10X6. 21s net. Office Management Association, 
London. 

THE EVOLUTION OF THE SCIENCE OF BOOK-KEEPING 
Second Edition by Leonard Frankland, A.C.A. 70 pp. 

84x54. 12s 6d net. 13s post free. Gee & Co (Publishers) 
Ltd, London. 

PRINCIPLES OF ACCOUNTS, by E. F. Castle, B.COM., A.S.A.A. 
240 pp. 84 x 54. 7s 6d net. University Tutorial Press Ltd, 
London. 

PRACTICAL FINANCIAL STATEMENT ANALYSIS, 3rd edition, by 
Roy A. Foulke. xxi+710 pp. 9x 63. 80s net. McGraw. 
Hill Publishing Co Ltd, London. 
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FINANCE AND COMMERCE 


.- 


The approach to the Budget has inevitably made for 
rather quiet stock-market conditions but the general 
undertone has remained reasonably firm. New issue 
activity has tended to monopolize business and may 
well continue to do so after the Budget when a heavy 
programme of Colonial borrowing is expected. 
Further steel share offers are also anticipated. 


George Angus 


A scheme of arrangement which accompanies the 
accounts (reprinted this week) of George Angus & 
Co Ltd, makers of transmission belts etc. of New- 
castle, involves the very important new conception 
gixen to capital by Section 56 of the 1948 Act. This 
company’s preference stock, by its memorandum, is 
preferential for dividend, but neither memorandum 
nor articles confer any right to priority of repayment 
of capital or right to dividend arrears in a winding-up. 
Counsel therefore advises that preference and 
ordinary rank pari passu both for capital repayment 
and participation in surplus assets. 

This, it is pointed out, is out of line with modern 
practice and unfair in that ploughed-in profits should 


belong to the equity. It is proposed to make the pref- 
erence preferential for capital with dividend arrears 
in a winding-up in consideration of a bonus issue of 
one-for-four in preference to preference holders. 

Two points arose in the preparation of the scheme 
which, in the directors’ opinion, underlined the need 
for this action to alter the preference rights. There 
may be doubts, it is stated, whether capitalizations of 
share premium account in 1950 and 1951 in favour 
of ordinary stockholders was ‘having regard to a 
decision of the Court of Appeal in July 1951, properly 
effected in favour of ordinary stockholders only’. 

It is quite an anomalous situation, the board states. 
Prior to the 1948 Act, share premium account was 
properly distributable or capitalizable in favour of. 
ordinary holders and the directors are advised that 
it is quite an accidental effect of the 1948 Act that it 
should not continue thus to be capitalizable. They 
add that the share premiums were in fact paid by 
ordinary holders. 

The directors are also advised that a distribution in 
1951 out of capital accretions in favour of ordinary 
holders is also open to some doubt. 


GEORGE ANGUS & COMPANY LTD AND SUBSIDIARY COMPANIES 
Consolidated Profit and Loss Account for the year ended December 31st, 1953 

















1952 
£ £ 
Auditors’ Remuneration <a Wi os 1,038 If 
Depreciation: 
Freehold Property .. we oe Së 6,490 6,059 
Plant and Machinery .. is Ss „e 49,742 44,790 
, 56,232 
yhterest on Loans and Mortgage Debenture 
Stock (gross) .. 5,40] 2,940 
axation applicable to the profits of the year: 
Profits Tax Ga ae ge Wi .. 39,493 39,454 
Income Tax . e RS , 214,924 275,410 
Excess Profits Levy ex 31.585 63,427 
286,002 377,99] 
Balance: Net Profit for year carried down .. 192,638 200,416 


£541,311 £633,007 








j ra i 

Surplus on Trading, including Rents .. 534,726 622,454 
Surplus on realization of Plant and Machinery 4,489 10,076 
Interest and Dividends on Investments (gross): 

Trade Investments... KR Ei ae 400 266 

Other Investments .. bo Di P t,655 167 

—— ‘2,055 

Transfer Fees ee Ne km ve ep 41 44 


£541,311 £633,007 





GEORGE ANGUS & COMPANY LTD 
Profit and Loss Appropriation Account for the year ended December 31st, 1953 











EN 1952 
Transfer to Reserves for: £ £ 
Plant Replacement .. za eg .. 40,000 40,000 
Development .. Ge Se de .. 50, 25.000 
Stock .. ii se sá gek Sg — 50,000 
, 90,000 115,000 
Dividends, less Income Tax: 
Paid: 
Interim Dividend of 24 per cent on Prefer- 
ence Stock 1,320 1,260 
Interim Dividend of 5 | CES centon Ordinary 
Stock Si Sr 14,633 12,698 
Raconimendeds 
Final Dividend of 24 per cent on Prefer- 
ence Stock g 1,320 1,260 
Final SE of 20 per cent on Ordinary 
Stock Së .. 58,533 50,794 
75,806 
alance carried forward, per Balance Sheet .. 47,145 40,713 


£212,951 £221,725 


ao 








l gi 
, £ 

Balance — Net Profit for Year brought down.. 192.638 200,416 

Less Retained in Accounts of Subsidiary Come 
panies.. ZS 4% SS vn , 20,400 9 334 
———- 172,238 191,082 

Amount of Undivided Profit ac December 3Iset, 
1952 Di Sé ke eis cht VS 40,713 27,828 
Transfer from Reserve for Staff Pensions ou — 2,815 


£212,951 £221,725 
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The Case Involved 


While the directors do not identify the Appeal Court 
case of July 1951, it would appear to be In re Duff’s 
Settlement Trusts; National Provincial Bank Lid v. 
Gregson. It is such an important judgment as to be 
worth summarizing in the context of these accounts 
and the accompanying scheme. 

The case involves Highfields Ceylon Ltd, which in 
1950 reduced its share premium account by 2s 6d a 
share and returned the money to the ordinary share- 
holders. The question arose as to whether the money 
could be distributed- as income to life-tenants or 
whether it should be retained as part of the capital of 
the settlements for the ultimate benefit of the remain- 
dermen. Before the 1948 Act, it would have been 
income but Section 56 created a new conception of 
the nature of capital and, as capital, share premiums 
were to be treated according to the decision of the 
lower Court in March 1951. 

This judgment was confirmed in the Appeal Court 
and from the delivery of this judgment, several im- 
portant peints may be extracted. One is that Section 
56 does take share premiums out of the category of 
divisible profit and prevents their distribution as 
dividend. Moreover, any distribution among share- 
holders of the share premium account must be 
treated as if the company is reducing its capital by 
paying off paid-up share capital. 


How Can This Be? 


If it was asked how this could be, the learned judge 
continued, inasmuch as the shares before and after 
the distribution remained fully-paid shares of {1 
each, the answer, he said, is that for the purpose of 
applying the reduction provisions of the Act to a 
transaction such as this, the section requires that each 
fully-paid {1 share should be treated as if it were 
32s 6d paid reduced by a return of capital to 30s paid. 
The share premium account, it had previously been 
noted, amounted to 12s 6d per share. Thus, by force 
of the section, the company (Highfields Ceylon Ltd) 
was deemed to have paid off notionally paid-up 
capital. 
East African Posts 


Last Thursday’s offer of £1,600,000 of 4 per cent 
1972-74 stock at £97 15s od per cent by the East 
African High Commission is of particular interest, 
since it formed part of a total issue of {2,045,000 of 
stock by the Commission for the financing of capital 
expenditure by the East African Posts and Tele- 
communications Administration. Extracts from the 
Administration’s 1952 accounts were reprinted in this 
column two weeks ago and a letter from Mr W. T. 
Newing, the chief accountant, appeared in the 
correspondence columns. 

The Administration was converted to a self- 
financing High Commission department with its own 
capital account at the beginning of 1949, and since 


1 Briefly reported in The Accountant, dated August 25th, 
1951, at page 187. ` 
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then the accounts have been kept on a commercial 
basis. Principal and interest of the new borrowing are 
charged upon and pavable out of the Posts mé, 
Telecommunications Fund. 


Money Market 


Treasury bill applications on March 26th totalled 
£405,205,000 and at the maintained bid of £99 gs sd 
the market obtained 52 per cent of requirements. The 
whole of the £270 million of bills offered was allotted 
at an average discount rate of £2 2s 3°62d per cent. 
This week’s offer is £270 million. 





GEORGE ANGUS & COMPANY LTD 
Supplementary Information 











I. CAPITAL RESERVES 1953-7987 
£ £ 
ERT Postewor Refund .. vė dg Vs T — 9,37! 
Piant Replacement aia SN Si ech 230,000 90,000 
Surplus on Realization of Fixed Assets ` .. 68,98! 107,985 
Development... keen 110.000 60,000" 
Welfare ., es ae ae sé T 15,000 15,000 
Total for Parent Co as ek Se e -» 423,98) 382,356 
Surplus on acquisition of shares In a Subsidiary Co .. 6,749 6,749 
Total for Group .. aa EN 2 oe »» £430,730 £389,105 








The balance of €.P.T. Post-war Refund, £9,371, and £39,004 of the Surplus 
on Realizacion of Fixed Assets was capitalized as a Share Bonus Issue, as 
approved on March 30rh, 1953. 


2 REVENUE RESERVES AND SURPLUS 


Reserve for Tax Equalization at December 31ste, 1952. This Reserve is 
no longer considered necessary and has been transferred as follows: 


Parent Company .. £38,600 To Provision for Trade Contingencies, 
Subsidiary Companies £2,045 To Balance of Unapptopriated Profits, 


3. FIXED ASSETS ce | 


At December 3lst, 1952, the comparative figures to those shawn on 
[pages 371] were: i 


Parent Company Group 
Depre- Depre- 
Cost ciation Cost ciation 
£ £ £ £ 

Freehold Property 641,410 55,374 689,052 56,389 
Leasehold Property .. 19,303 2,548 19,303 2,548 
Plant and Machinery .. 547,462 261,578 608,668 281,376 
£1,208.175 £319,500 £1,317,023 £340,313 














d. Outstanding commitments on contracts for Capital Expenditure amount- 
ed to £139,000. 





5, The emoluments of Directors were: 1953 1952 
£ £ 
Fees ea Ss Së che ae a SR 2,000 2,000 
Other emoluments, including penslons provision 33,810 24,664 
£35,810 £26.66, 


6. (a) Provision has been made for possible loss on exchange through. 
including the Net Assets of the South African Subsidiary Company In South 
African Pounds, 


(6) Current Assets and Liabilities In the Canadian Subsidiary Company 
have been converted at $2.73 to the £, the rate of exchange ruling at 
December 3lsc, 1953. Fixed Assets have been converted at $3,07 to che £, 
the race of exchange ruling at the date funds were remitted for the purpose 
of acquiring such assecs, 
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CORRESPONDENCE | 


Letters must be authenticated by the name and address of the writer, not necessarily for publication, 
The Editor does not necessarily agree with, or hold himself responsible for, the opinions expressed. 


The Cutty Sark 


Sir, ~ In the belief that a number of readers of your 
journal may be amateur sailors, or may even just 
‘mess about in boats’, we are writing to ask if you 
can find space for a short description of the aims 
and objects of the Cutty Sark Preservation Society. 

In brief, the famous clipper ship Cutty Sark, 
which earned undying fame on the tea run: from 
China and later in the wool races from Australia at 
the end of the last century, and had been for the 
last fifteen years acting as a supernumerary vessel to 
H.M.S. Worcester, recently became no longer required 
for the purpose, and might have found her way to the 
‘knacker’s yard’. 

However, a body of interested men, encouraged by 
the initiative of His Royal Highness the Duke of 
Edinburgh, have formed the society and have received 
sufficient support to ensure that this beautiful ship, 
unique because she is now the sole survivor of the 
clippers, shall be preserved in a permanent dry 
berth hard by the Royal Naval College at Greenwich, 
on a site made available by the London County 
Council. 

But, although sufficient has been subscribed to 
ensure the construction of the berth and the recon- 
ditioning of the vessel, it is intended to make her a 
‘live’ ship which can be visited, and which will become 
the focal point of much educational activity in the 
future, with, of course, a nautical bias. 

The ship will house the unique collection of ships’ 
figureheads, presented by Captain Long John Silver, 
a pseudonym which hides the identity of a London 
business man, and the society intends to render assist- 
ance towards the education of boys intending to adopt 
a career in the Merchant Navy, but who may be 
prevented by the cost. To meet this, a number of 
bursaries have been promised, and others are in 
course of arrangement. 

This will require money, and we hope that anybody 
interested may give us their financial support. 
Membership of the society has been fixed at a sub- 
scription of a minimum of {1 per annum, and it is 
worth pointing out that the society has been recog- 
nized as a charity, and any sum given under seven- 
year covenant is of much greater benefit, whilst 
costing the subscriber no more. 

We are, Sir, 
Yours faithfully, 
H BARRACLOUGH, Chairman. 
H. L. HOLLIS, Secretary. 
THE Cutty Sark PRESERVATION SOCIETY. 
Palmerston House, 
5I Bishopsgate, 
London, EC2. 


[We heartily commend the admirable objects of this 
society. — Editor.] 


appeared an article 


Tax Incentives in Canada 


SIR, — In your issue of February 2oth, 1954, there 
on tax incentives in under- 
developed territories. 

Although Canada can be described as under- 
developed territory only in relative terms, it occurred 
to me that your readers might be interested in some 
of the tax incentives offered in this country. 

Apart from the fact that depreciation allowances 
are always larger in early years due to the use of the 
diminishing balance method and business losses can 
be. carried forward and applied against profits fer-e- 
period of five years, there is little or no tax incentive 
to development generally. However, in the quite 
broad fields of mining for minerals, and exploration 
for and production of oil and natural gas, the tax. 
concessions are both varied and, in the eyes of some 
taxpayers atleast, encouraging. They take the form 
of: 


(o) Exclusion from income of profits arising from 
discovery of a mining property. 

(b) A three-year. tax exempt period for mines on 
coming into production. 


(c) A generous depletion allowance against profits 
from mining or from oil- and gas-wells, which 
allowance is related not to the cost of properties 
but either to profits, or, in the case of gold mines, 
to volume of production. 


(d) A separate shareholder’s depletion allowance on ` 
dividends paid out of corporate profits derived ` 
from mining or from oil- and gas-wells, which- 
allowance is a percentage of the dividends 
received. 


(e) A generous allowance of 30 per cent on diminish- 
ing balance formula for depreciation of mine 
buildings and equipment and on gas- or oil-well 
equipment. 


(f) The right to deduct from income of corporations 
engaged in mining or oil or gas operations a 
wide variety of drilling, prospecting, exploration 
and development expenses, whether on an 
existing property or in other areas in Canada. 
These privileges include a: carrg forward of 
deductions to future years to the extent that 
they have not already been used. 


(g) For unproductive deep test oil- and gas-wells, 
there is a special deduction from tax payable of 
35 per cent of the expenditures incurred, 


I naturally have not attempted to explain all the 
refinements of the above allowances, but anyone, 
interested will have no trouble in obtaining them 
from the pertinent sections of the Canadian Income 
Tax Act and the relevant regulations. 

I am, Sir, 
Yours faithfully, 


Toronto. R. B. DALE-HARRIS. 
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Standard Costs: Small Engineering Firm 


Sir, — It is difficult to reply to a query of the nature 
«of that raised by Messrs Lewis, Burrell & Webster 
(February 27th issue) without a very full picture of 
the facts of the case, but from the brief details given 
it would appear that one point may not be clear - 
that is, that a standard costing system will not: 
produce product costs: if this information is required, ` 
then the system of job and batch costing must be 
maintained, even if in an abbreviated form. i 
What standard costing will oroduce, however, is a 
measure of the efficiency of the undertaking arrived 
at by a comparison of the actual cost of the output 
achieved with a theoretical or standard cost of that 
output. Two things are necessary to make this 
. measurement possible: firstly, a common unit of 
—~eutput, and secondly, a predetermined ‘standard’ cost. 
In view of the variety of products referred to by 
Messrs Lewis, Burrell & Webster, it may be necessary 
to reduce the’ unit of output to its common 
. denominator the ‘standard hour’. Much has been 
written on the subject of the standard hour, but in 
most engineering firms it is possible to evaluate 
products in terms of time by referring to the time 
or piece-work allowance used for incentive payments. 
The standard cost of output must be built up by 
subdividing the cost into its elements. Standard 
prices of raw materials and a standard material 
content of each product must be determined: 
standard direct labour costs, as already mentioned 
are usually available from incentive payment records. 
There remains the question of overhead expense; 
.this must be budgeted and broken down into cost 
centres that ‘hang together’ by virtue of the type of 
‘ machine, not by virtue of the product worked upon 
.if this is constantly changing. The overhead expense 
ofeach cost centre must then be divided by the 
standard hours contained in its normal output, to 
give an hourly rate for that cost centre. 
The measure of efficiency referred to in paragraph 
2 can now be assembled as follows: 

Price of raw materials minus Standard price= 
Material price variance; (source of information: 
purchase invoice). i 

Standard cost of raw material allowed minus 
Standard cost of raw material consumed = Material 
usage variance; (source of information: by a system 
of control of material issues, e.g. pre-printed 
requisitions, which make it essential for some form 
of special requisition to be presented to obtain 
additional material). , 

Standard cost of hours worked minus Actual cost 
of hours worked= Rate of pay variance; (source of 
information: pay-roll). `. 

Labour cost of output (Standard hours of output x 
Standard rate) minus Standard cost of hours worked 
== Efficiency variance; (source: analysis of completed 
operation cards). 

Similarly, the overhead expense may be broken 
down to show cost, efficiency, calendar variances, 
etc., and the over- or under-recovery of fixed 
overhead caused by increased or reduced output, 
classed as volume variance. 
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A summary of a standard costing system reduced 
to its bare bones must inevitably be sketchy, and 
must evade the many contentious points, each of 
which could provide material for long discussion, but 
further details can readily be found in the many 
excellent text-books published on this subject. The 
publications of The Institute of Chartered Account- 
ants and of the Institute of Cost and Works 
Accountants are worthy of study. The saving of 


. Clerical labour is effected by the abolition of 


historical product costs, with its attendant mass of 

“posting of material requisitions, operation cards, etc. 
Yours faithfully, | - 

Bury, Lanes. J. BURGOYNE. 


Gifts inter vivos 


Sir, ~ The contributed article in your issue of 
March 6th prompts one to ask what might be thought 
a frivolous question. 

A man wins, say, £50,000 in a football pool and 
this is far in excess of his requirements, so he 
immediately shares this sum between his family and 
friends, leaving himself with £5,000. If this man 
dies within a year, has his estate to pay duty on the 
full £50,000 or, in other words, does the £45,000 
represent gifts inter vivos? 

Yours faithfully, 
NOT YET CONCERNED. 

[The £45,000 given to family and friends would 
certainly constitute a gift inter vivos and if the donor 
died in a year’s time the £45,000 would be deemed to 
pass on his death and would attract estate duty 
accordingly. This duty would not be payable out of 
his estate, however; it would be charged on the donees 
in the proportions in which they received the £45,000. 
The rate of duty would be determined by adding the 
£45,909 to the other property passing on his death. — 

itor 


The Universities Scheme 


Sir, — The letter from ‘Severn-Wye’ in your issue 
dated March 13th is a useful contribution to the 
discussion, for it indicates an attitude that must be 
typical of many in the accounting profession. On the 
other side of the fence, it is fair comment to say 
that accounting has not yet been fully accepted as an 
academic subject, and derogatory comments about 
‘degrees in book-keeping’ are not unknown in 
university circles. ) 

Whilst these underlying antagonisms are, no doubt, 
responsible to some extent for the rather limited 
success of the scheme so far, measured in terms of 
the number of graduates who have passed their 
Final professional examinations, there are other 
reasons for the ‘losses in transit’, and there are other 
measures of success. As one who graduated from 
London in 1950, and decided unhesitatingly against 
articles and a professional qualification; I must say 
that prospects in industry seemed to me to be over- 
whelmingly superior, when compared with three 
years as an articled clerk at a diminutive salary. 
Progressive industrial firms have trainee schemes 
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which provide the background for a potential manager 
to see his job in perspective. Sweeping the works 
floor and polishing the office door-knob are not 
absolutely essential to success! 

Having followed such a course of training, and 
taken a position in management, I have, so far, had 
no cause to regret my decision, and I venture to 
suggest that all is not lost with those of us who ‘fall 
by the wayside’. In this age of specialization there is 
an ever-growing problem of ‘communication’ within 
industry. The newspaper report of the two American 
physicists who needed an interpreter to talk to each 
other on their common subject of atomic research is, 
in its way, as pathetically funny as the argument for 
an increase in the selling price of a company’s 
products because, owing to a drop in trade, works 
throughput is down and overheads per unit are there- 
fore higher. And let no one deny that the accountant 
who argues on those lines still exists — he does! His 
occasional appearance in business reflects perhaps an 
excessive concern with arithmetical detail and too 
small an interest in wider issues. Whilst so many 
companies lag behind the best in the use of account- 
ing as a tool of management, I trust that it is not 
entirely conceit that prompts me to think that there 
is a place outside the profession for those of us who 
profess to have a foot in both camps! 

Yours faithfully, 
PARTISAN. 


Sir, — May I give my views in reply to the letter of 
Mr L. Hare, B.com., in The Accountant of March 
2oth. It is a happy coincidence that a very informa- 
tive and straightforward lecture ‘On being audited’, 
by Mr E. H. Davison, and your leading article thereon, 
appear in the same issue. 

I hope I am wrong, but Mr Hare gives me the 
impression that he thinks examinations are the ‘be 
all and end all’ of the accountancy profession. Surely 
he does not think because a mariner has his Master’s 
Certificate he is immediately fit enough to command 
the Queen Mary. 

Many years ago the cook and the parlourmaid of a 
bishop were disputing among themselves as to who 
should scrub the kitchen, in the absence on holiday 
of the scullery maid. When they came down next 
morning they found the bishop in his bare feet with 
a pail of water and a broom. The two indignantly 
expostulated and took away the broom and bucket 
from him. ‘Well, Cook,’ he said, ‘you say it isn’t 
your job and Mary, you say it isn’t yours, so it must 
be mine.’ 

In the late ‘nineties, the miners in the Mon- 
mouthshire western valleys spent their summer 
evenings at cricket practice. When the son of the 
colliery owner was down from Oxford (remember I 
am speaking of the days before amalgamations or 
nationalization) and came to watch, he was immedi- 
ately offered the bat. When he was out he was 
expected to do his share of fielding and if he did not 
do this, he was not so promptly asked again. 
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It seems to me, in the accountancy profession as 
in everything else, we each choose our joint and 
having chosen must not grumble. 

An articled clerk chooses whether he will spend 
five years in an office or be a university graduate 


and less time in ‘the daily grind, the common task’, - 


Every lad is entitled, if he can get one, to choose the 
ladder by which he climbs, but he must not expect 
those behind to push him up. 

A graduate goes into a chartered accountant’s 
office where he finds, say, two lads who have been 
articled a year and who are his seniors in practical 
experience, but he has had the wider education and 
‘breadth of outlook’ to quote a reply of the then 
Editor of The Accountant, about 1919. What is his 
attitude going to be to them? And what is theirs to 


him? Is the graduate going to lord it over. those. 


junior in age or show the younger articled clerks 
what he has learned in getting his B.Com.? Are the 
juniors going to show the elder round or look at 
him with hostile eyes? Yours faithfully, 


SEVERN-WYE. .-~ 


New Business: Stock Valuation 


Sir, ~ Could any of your readers help with views — 
or better still experiences with Inspectors of Taxes ~ 
regarding the opening stock figures for a new com- 
pany formed after a reorganization. The type of 
trade concerned is one where stock is infinitely more 
valuable to a continuing business than it is in a 
forced realization. In such a trade a company re- 
organization can result in a new company being 
formed and acquiring stock-in-trade at a price below 
market value and below original cost. The logical 


procedure for such a company is to write up its stock ` 


to create a capital reserve at the outset. At the end of 


the first year the new company is bound (one 
supposes) to value stock on a normal basis. The 
accounts for the first year (for tax purposes) should 
show the opening stock valued on the same basis as 
the closing stock. The size of the problem will be 
appreciated when it is added that the price at which 
the stock is acquired could be less than one-tenth 
of its original cost (although this would be perhaps 
three or four times the price the stock would have 
realized under the auctioneer’s hammer). 

Experience or opinion is required on the following 

points: 

(1) Will the Inspector expect to find the opening 
stock written up to a normal valuation, or would 
he accept the matter if dealt with in computation? 

(2) Will he agree the writing-up is a capital gain and 
not seek to tax the company thereon? 

(3) Apart from tax, it appears desirable to create a 
capital reserve, but if this is not done could the 


resulting profit be considered available Tor" 


distribution? ; 

(4) Would such a distribution attract profits tax 
the writing-up had been agreed as capital for 
income tax purposes? 


Yours faithfully, i 
RECONSTRUCT. 


~ 
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MONEY AT WORK 


IN BRITISH INDUSTRY 


and it wont if its IE || The regular calls of the 
“CHEMI*SEALED” ` : Home Service Insurance 


RE a RA D © | Man provide 


much-needed capital 











"ess down hard on a MIRADO pencil. See 
10w the point bears the strain. Notice too for I nvestment in 


iow it glides over the paper. It’s as smooth 
s silk. Treat a MIRADO as un-gently as you industry and commerce 
lease, it will never snap back at you for the $ i 
oint is made extra strong by Eagle super- 
onding. Such strength, such smoothness , Issued by the Industrial Life Offices 

aean less waste of time... and greater ` 7 SE EE 
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THE PRESSURE SCALE 
breaks points so that you won’t. 







l The pencil presses down at 
‘normal writing angle. The 
dial shows that the weight 
needed to break the point is far 
above normal writing pressure. 
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Take your hands out of the Firms pockets. 


"Ir isn’t that you waste f 
your time, nor is your work A | 
slack—but so often I have to A £o Ce ‘who make Vistem ? Well, ask them to call 
wait for facts and figures which ZE and we will see what they suggest. Incidentally, 


never seem to be in your we could ask them about the stock record 


Egger) 


records. We really must systems, too.” 
do something about it.’’ 


l ‘“ Yes, sir. Shall I get | = 
CARTER-PARRATT LTD. 


(VISIBLE RECORD SPECIALISTS SINCE 1914) 


Carter-Parratt on ‘the 


coe 


telephone? ay 


IDDESLEIGH HOUSE, 3 CAXTON STREET 
LONDON, S.W.1 


Telephone: ABBey 3675 





Are You Satisfied ? 


. . . that the happiness and comfort of your —/ 
home and those in it are secure? This question 
arises in moments of meditation, and if the 
answer is in any way doubtful, it is time for 
you to take stock of the position. 


For small quarterly contributions the Scottish 
Clerks’ Association offers you security in 
times of sickness and unemployment, addi- 
tional to the National Insurance Scheme. 

@ SICKNESS AND DISABILITY 

@ LIFE AND ENDOWMENT 

@ PERSONAL UNEMPLOYMENT 


@ JUNIOR ENDOWMENT 
(for your children) 






MS minenin ap Äeren 
nen tie wats zi S ` 





For full particulars apply to: 


SCOTTISH CLERKS’ ASSOCIATION 
Heap Office: 93 WEST REGENT STREET, GLASGOW, C2 


INSTITUTE 1886 
London Office: Drayton House, Gordon Street, WC1 Branches throughout the country 
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The Rhyme of the Rural Accountant 


Sir, — We are approaching the season in which there 
e a temptation to express one’s thoughts in verse, 
and I respectfully submit the following as a contribu- 
tion to the discussion which has taken place from 
time to time on the problems of the provincial 
accountant. I trust that any drawing on poetic licence 
will be accepted in the spirit that the verses have 
been written. 

Of humble F.C.A.s I sing 

Unknighted and unknown, 

Who plough their rural furrows 

Undaunted though alone. 


Who tradesmen and the farmers know, ` 
And who with wary feet, 

Mid mutilated vouchers walk 

And records incomplete. 


Prospectuses may pass us by 
Yet greatly daring, we, 

May venture on the audit of 
A private company. 


We never are consulted 

By institutes in town, 

And oft our timid protests 
Provoke a Jovian frown. 


Still rising costs and static fees ~ 
We know things must be eo 
And competition we must meet 
That’s not quite comme tl faut. 


We take, perforce, whatever work 
That fickle fortune sends, 

Yet find some who as clients came, 
Perchance remain as friends. 


Yet glad are we our lowly ways 
Protect us from the jolt 

Of valuations gone astray 

(See judgment in Re Holt). 


But at the closing of our books — 

The end of life’s safari 

Yet even we may proudly claim 

‘Recte Numerare’. 

Yours faithfully, 

Hitchin, Herts, S. McCOMBIE. 
Irregular Procedure in Presenting 

Company Accounts 


SIR, — In the Editor’s note under the letter from 
‘Perplexed’ in the issue of March 2oth, it is stated 
that : 

Vi that all shareholders and others entitled 
to notice are present at the meeting and agree, the 
notice may be waived... .’ 

Under subsection (3) of Section 133 of the Com- 
panies Act, 1948, this waiver of full length of notice 
of an annual general meeting may be achieved by 
obtaining the agreement of all the members entitled 
to attend and vote at that meeting. 
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Presence at the meeting would not appear to be 
mandatory. . 

A convenient and expeditious method often used 
is by the circulation of members to obtain their 
written agreement to the waiver. The written agree- 
ment is then presented at the annual general meeting 
and minuted accordingly. 

Yours faithfully, 
London, SW7. REGINALD O. A. KEEL. 


[Our correspondent is, of course, correct in his sugges- 
tion. The question of postal consent was not discussed 
in our note to the letter from ‘Perplexed’ because 
there was no opportunity to send circulars in the 
sequence of events he outlined. 

We should like to mention that the procedure 
suggested above is convenient only for small com- 
panies, as the neglect to reply by even one of those 
canvassed will create difficulties. — Editor.] 


Replacement Cost 


Sir, — Those who are not prepared to accept the 
theory that profit or loss is the difference between the 
amount of money spent on buying or producing an 


_article and the amount of money received on selling 


it, but consider that other aspects have a great deal 
of bearing on the matter —.particularly as to the 
relative purchasing power of money at the time of the 
purchase and of the sale—are perhaps tilting at 
windmills. Assuming that the theory of replacement 
cost in accounting became so popular that it was 
accepted for taxation purposes, the saving in taxation 
thus effected by industrial and commercial concerns 
would soon be required to pay for increases in other 
costs, unless the government of the day could pay 
for services rendered to it at prices ruling in earlier 
years, for the burden of taxation thus placed on the 
shoulders of the rest of the community would soon 
be transferred back to industry and commerce in the 
form of increased wages, salaries and prices. It is 
possible that such increases might in some cases 
turn replacement cost profits mto losses. 

During the conditions of keen competition pre- 
vailing for many years before the Second World War, 
it seemed to be borne out by facts that the value of 
goods for sale at any one time depended not so much 
on the cost of producing them but on the price at 
which they would sell. Surely, then, a system of 
accounting which in times of inflation provides for 
the cost of replacement of goods sold at values other 
than those of original cost before the ascertainment 
of profit, should also work satisfactorily in times of 
deflation. But, in the days of competition referred to, 
it was thought impossible to ignore for accounting 
purposes a loss due entirely to a fall in the prices of 
the stock held at the beginning and a similar quantity 
existing at the end of the period of account, despite 
the fact that it could be proved beyond question that 
all contracts executed during the period had been 
profitable on the basis of prices ruling at the time, 
or to ignore the original cost of fixed assets when 
replacement prices were much lower. I doubt if 
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there are many accountants who are ready to admit 
that such losses might be left floating about in the 
balance sheet disguised under some other name. 

The price of an article for sale at any time might be 
said to represent its proportion of the purchasing 

ower offered at that moment and, if this is so, it is 
wishful thinking to expect an article or commodity 
to attract the purchasing power of a previous period. 
It may be that the good profits of the past years, 
have allowed the luxury of toying with the theory 
of replacement cost accounting. 

Few would deny the fact that industrial and com- 
mercial undertakings are very fortunate in having 
their capital so invested that its earning capacity 
increases in nearly all cases with the rate of inflation 
and in being sheltered from the competition of new- 
comers by the greatly increased cost of capital goods 
necessary to commence production. It is this latter 
advantage which, in the event of the demand for 
goods dragging a little behind the supply, would 
constitute the rock on which the good ship ‘replace- 
ment cost accounting’, if still sailing, must flounder 
and be heard of no more, for it would immediately 
become evident to many leaders in industry that the 
businesses which would prosper would be those 
which priced their products at no more than the cost 
of materials, labour and depreciation of fixed asscts 
based on original cost plus a profit and accepted the 
theory of original cost accounting. As in times of 
competition, very few business managers expect to 
obtain as a factor in prices more than the replacement 
cost of materials, businesses practising replacement 
cost accounting would have no marketing advantage 
over others. As new capital has always been available 
to those concerns which show a profit, there would be 
no difficulty in replacing worn out assets at prices 
greatly in excess of the old ones. 

It would appear from what has been stated that 
general adherence to the theory of replacement cost 
accounting might very well prove impossible in 
practice because, even in times of inflation, it might 
not be possible for all concerns to show a profit on 
revenue account, while in times of deflation newcomers 
to industry would compete very successfully with 
older concerns for the obvious reason that the new- 
comers would employ efficient modern fixed assets 
which would constitute no greater an element in 
costing or pricing than the older and no doubt less 
efficient fixed assets employed by their competitors, 

Yours truly, 


Liverpool. GEORGE S. NORRIS. 


Sir, — Like so many of the replacement cost school, 
Mr Spruce (March 6th issue) himself demonstrates 
the weakness of his argument. He writes: 


‘When plant and machinery is installed, that is a 
capitalization of the future wages which would have 
to be paid for the human labour it replaces. ... 
Increasing machinery prites are equivalent to in- 
creasing wage rates. It is only being consistent if 
we charge an increased user cost... .’ 
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What a strange idea of ‘consistency’. When an 
employee is engaged on a contract basis for, say, 
three years, we should apparently charge as his wages 
a sum equal to what he would have received if he 
had entered into the contract when the higher price 
level was ruling! 

But the employee has only received his contracted 
rate of pay and his claim upon the production of the 
community (including the production of his employer) 
is reduced by inflation. The cost to the employer 
and the community in real goods which must eventu- 
ally be ‘paid’ to the worker in exchange for his 
nominal wages is therefore reduced. The true cost of 
such an employee’s services is therefore the con- 
tractual rate of pay and this applies equally if the 
man is paid a lump sum on engagement, to cover 
the next three years’ work. Se gies, 

Likewise the true cost of plant etc. is the real goods 
against which the suppliers have a claim. Since such 
claim is measured by the price at which the plant 
etc. was supplied (i.e. the ‘historical’ cost) such is the 
true cost of the plant to the community or the 
individual firm. 

Whether the resulting ‘inflation profits’ should be 
taxed is a completely separate question (those to 
whom wealth has beén transferred as a result of 
inflation are surely better able to pay taxes than those 
from whom it has been transferred). 

Let us not pretend, however, that the profits do 


not exist. Yours faithfully, 
Liverpool. E. R. KERMODE. 
[Mr W. E. Spruce writes: Unless accountants are 


willing to discriminate between economic cost and 
financial expenditure, or economic profit and financial 
gain, the fallacy of regarding the two terms as syn- 
onymous will continue. The example given actually 
emphasizes the danger inherent in the costing of fixed 
price contracts, especially when using the technique 
of standard cost to measure efficiency. Assume a 
labour force of 100 engaged on a fixed wage rate for 
three years in advance. Annual wage bill say £50,000, 
and budgeted standard {£50,000 p.a. No variance 
from standard will appear during the three years. 
Assume inflation, an equal volume of sales each year, 
and prices of the end-product rising 5 per cent each 
year. In relation to wages, reported profits will increase 
correspondingly and, being standard costed, are in 
danger of being regarded as due to increased efficiency. 
In such circumstances, would a firm wishing to expand 
into, say, the export market, be justified in using its 
reported costs? It is possible and practicable to inte- 
grate standard and current cost, thereby segregating 
economic profit from financial gain.] 
Vegas XV: Replacement Cost 
and Quo Vadis? 


SIR, — May I say how much I agree with the views A 
Mr William E. Spruce in your issue of March 6th. 
The accountancy profession is riding for a fall if it 
continues to shelter behind pontifical statements 
such as Recommendation XV and to take no steps 
in reporting profits which are of practical assistance 
in business affairs. 
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Mr Spruce in his letter points to the particular 
blind spot of the profession, namely, its failure to 
woiisider the aggravating tendencies of its historical 
cost practices on the trade cycle. 

Although it has not been proved, I have not seen 
any rational refutation by an accountant or by an 
accountancy body of the charge against historic 
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costs that their overstatement of profits when activity 
is climbing, and their understatement when activity 
is declining, assist practically and psychologically in 
turning the conditions of moderate change into con- 
ditions of boom and slump respectively. 
Yours faithfully, 
Dublin. A. PAKENHAM-WALSH. 


TAXATION CASES 


Full reports of the cases summarized in this column will be published, with Notes on the Judgments, 
in the Annotated Tax Cases. 


Camille and Henry Dreyfus Foundation Inc. 
v. Commissioners of Inland Revenue 


In the High Court of Justice (Chancery Division) 
February 18th, 1954 
(Before Mr Justice WYNN-PARRY) 


Income tax — Charity — Foundation for advancing 
science of chemistry, chemical engineering and related 
sciences — Promotion of any other scientific, educational 
or charitable purposes — Foundation incorporated 
abroad — Receipt of royalties from United Kingdom 
company — Whether Foundation established in United 
Kingdom — Whether Foundation established for charit- 
able purposes only — Income Tax Act, 1918, Section 37 
— Finance Act, 1923, Section 21 — Finance Act, 1924, 
Section 32 — Finance Act, 1925, Section 21. 


The appellant was incorporated in the State of New 
York under a statute of that State which enabled a 
corporation to be incorporated for any lawful purpose, 
or for two or more purposes ‘of a kindred or incidental 
nature’. All the directors of the Foundation were 
American citizens resident in the United States. The 
certificate of incorporation defined the purpose of 
the Foundation as being: 

“To advance the science of chemistry, chemical 
engineering and related sciences as a means of 
improving human relations and circumstances 
throughout the world’ l 

and stated the further purposes of the Foundation 
to be: 

‘To promote any other scientific, educational or 
charitable purposes.’ 

‘The corporation received royalties from a United 
Kingdom company, and invested the sums thus 
received, and out of the income from the investments 
made grants to various institutions for the advance- 
ment of chemistry and chemical engineering. 


The Foundation claimed repayment of income tax ` 


deducted from the royalties on the ground that it was 
exempt from United Kingdom tax as a charity within 
Section 37 of the Income Tax Act, 1918. The claim 
L- rejected by (he Inland Revenue, and on appeal 
the Special Commissioners decided that the claim 
could not be maintained, as the Foundation was not 
established in the United. Kingdom. They also 
decided that, if they were wrong on that point, the 
SE was established for charitable purposes 
only. . 

Held, that the Foundation was not established in 


` 


the United Kingdom, and that therefore the claim 
to repayment could not succeed. 


Beak v. Crabtree 


In the High Court of Justice (Chancery Division) 
February 17th, 1954 
(Before Mr Justice WYNN-PARRY) 
Income tax — Isolated transaction — Chartered account- 
ant — Purchase and resale of wool — Whether an 
adventure in the nature of trade — Income Tax Act, 
IQIS, Section 237, Schedule D, Case I. 


The respondent was in practice as a chartered 
accountant, and was also part-time secretary and 
director of a company which made blankets. On 
February 24th, 1947, he purchased 39,053 lb of wool 
for £6,183, and on March 15th, 1947, he sold the 
same weight of wool for £8,697, and thereby obtained 
a surplus of £2,514. The wool was purchased from a 
firm of wool merchants, and it was sold back to them. 
The wool remained stored by the firm during the 
period, and it was not processed in any way; there 
was no organization for-dealing with the wool, and 
the respondent never saw it. This was the sole 
transaction in wool that the respondent had ever had, 
and he had never bought wool for the company of 
which he was secretary and director. His knowledge 
of the wool trade was negligible. 

The respondent contended that the transaction was 
an isolated one and did not constitute a trade or 
adventure in the nature of trade, and that accordingly 
he was not liable to assessment under Case I of 
Schedule D. The General Commissioners ‘reached 
the conclusion that the profit made on the transaction 
was not taxable’ and they accordingly discharged 
the assessment. 

At a previous hearing the stated case was remitted 
to the General Commissioners for them to consider 
whether the transaction was an adventure in the 
‘nature of trade. In a supplemental case the General 
Commissioners stated: 

‘In view of the further evidence now received, we 
are of opinion that Mr G. Crabtree did not engage ina 
venture in the nature of trade. We base our present 
decision on the view that being an isolated trans- . 
action the profit was not taxable.’ 

Held, that the case should be remitted again to the 
General Commissioners for them to answer solely 
and specifically the question whether the transaction 
was in the nature of trade. 
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THE MANCHESTER CHARTERED 


ACCOUNTANTS’ STUDENTS’ SOCIETY 


ANNUAL 


At the annual dinner of the Manchester Chartered 
Accountants’ Students’ Society held at the Reform 
Club, Manchester, on Friday,-March 26th, the guest 
of honour was Mr James Blakey, F.c.a., the President 
of the Institute, himself a Manchester man. The 
President of the Society, Mr J. Howard Bell, B.A., 
F.C.A., presided over a company of nearly 200 members 
and guests who included The Very Rev. H. A. 
Jones, B.sc., Dean of Manchester; Mr F. A. J. Rivett, 
M.SC., Director of Education for Salford; Mr E. G. 
Turner, M.C., F.C.A., President, Manchester Society of 
Chartered Accountants, and 

Messrs D. G. Bee, F.c.a. (President, Preston and District 
Chartered Accountant Students’ Society); J. K. Goody 
(President, Manchester University Union); O. W. Kellett 
(Chatrman, Education Subcommittee, Manchester and 
District Bankers’ Institute); W. Risdale (Hon. Secretary, 
Institute of Cost and Works Accountants, Manchester and 
District Students’ Society), — 

Messrs D. Shasha (President, Manchester Law Students’ 
Society), R. B. Stoker (Vice-President, Manchester Junior 
Chamber of Commerce); F. O. Wilson, F.S.A.A. (Vice- 
President, Incorporated Accountants’ Society of Manchester 
and District); C. Cecil Wright, F.c.1.s. (President, Manchester 
and District Chartered Secretaries Students’ Soctety); with 
representatives of other chartered accountant students’ 
societies. 

The Dean of Manchester, proposing the toast of 
“The Institute of Chartered Accountants in England 
and Wales’, said: 

‘I question very much whether there is any professional 
body of people which has done more than has the Institute 
to maintain the level of British integrity in trade and 
commerce. .. ? (Applause). 

In responding, Mr Blakey said that he felt it 
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incumbent upon him to say something serious to those 
who were students. Some of them would want to go 
into commerce; their inclinations and character might 
lead them that way, but he advised them to remain in 
a practising office for upwards of five years after they 
had qualified. They would ultimately gain much benefit 
from this. 

For those about to enter for their Final examination, 
Mr Blakey suggested an acrostic on the word ‘Final’. 
‘F meant fair-mindedness, which should always be 
exercised towards clients and professional colleagues, 
‘T’ stood for integrity — one of the cardinal features of 
character. ‘N’ stood for neighbourliness, which meant 
being prepared to lend a helping hand to colleagues, 
friends and others. ‘A’ stood for altruism — the 
voluntary service they owed to others. ‘L? was for the 
loyalty they owed to the Institute. 

Mr Rivett proposed the toast of “The Manchester 
Chartered Accountants’ Students’ Society’, and said 
that he hoped the students would, side by side with 
their vocational studies, keep other interests alive. He 
also referred to the fact that studies relating to the 
profession were frequently undertaken at the univer- 
sities where students had the advantage of rubbing 
shoulders with students of other faculties; this was, 
he said, a very mind-broadening experience. 

The President of the Society responding, referred to 
the value of students’ societies. Since the last war, he 
said, their Society had become renewed with real 
vigour, 

The toast of “The Guests’ was proposed by My 
C. M. Watson-Smythe, a student member of ‘thé 
Committee; Mr Goody and Mr Bee responded. 


DINNER IN CARDIFF: 


INCORPORATED ACCOUNTANTS’ SOUTH WALES AND 
MONMOUTHSHIRE DISTRICT SOCIETY 


The annual dinner of the Incorporated Accountants’ 
South Wales and Monmouthshire District Society, 
held at The Park Hotel, Cardiff, on Thursday, March 
25th, was attended by some two hundred and fifty 
members and guests who were received by the 
President of the Society, Mr F. M. Forster, F.S.A.A., 
and Mrs Forster, together with Mr C. P. Barrowcliff, 
F.S.A.A., President of the Society of Incorporated 
Accountants and Auditors, and Mrs Barrowcliff. 
Among those present were Major C. G. ‘Traherne, 
T.D., J.P., Lord-Lieutenant of Glamorgan; Councillor Sir 
James Collins, J.P., Lord Mayor of Cardiff, and the Lady 
Mayoress; Mr A. M. C. Jenour, T.D., J-P., President, 
Cardiff Incorporated Chamber of Commerce, and 
Mr R. Wilson Bartlett, D.L., J.P., F.S.A.A. (Past President, 
Society of Incorporated Accountants and Auditors) and Mrs 
Bartlett; Messrs Derek du Pré (Editor, ‘The Accountant’); 
C. Evan-Jones, 0.B.E, (Deputy Secretary, Society of Incor- 


porated Accountants and Auditors) and Mrs Evan-Jones: 
H. R. Greaves, F.S.A.A. (President, Incorporated Accountants’ 
Swansea and South-west Wales District Soctety); L. Howles 
(Chairman, South Wales Electricity Board). 

Messrs T. Mervyn Jones (Chairman, Wales Gas Board); 
Harold F, Leach, F.s.a.a. (President, Incorporated Account- 
ani West of England District Society), Councillor Wm. 
Pinnell (Mayor of Newport) and Mrs Pinnell; Mr W. W. 
Stanley, A.S.A.A. (Vice-President, Incorporated Accountants’ 
South Wales and Monmouthshire District Society) and 
Mrs Stanley; Sir Percy Tnomas (Chairman, Welsh Board o 
Industry); Mr L. V. West, F.c.A. (President, the South Wales 
and EE District Society of Chartered Account- 
ants). 


The toast of “The Society of Incorporated Ac- 
countants and Auditors’, was proposed by Major 
‘Traherne, 

Mr Barrowcliff, who responded, said the accountancy 
profession was one of the youngest professions, A great 
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responsibility had rested upon the earlier pioneers to 
organize accountancy to standards of qualification and 
Fonduct comparable with the older professions of law 
and medicine. He went on: 

‘The tributes I have heard during this last three years 
show beyond any doubt whatever how well these responsi- 
bilities have been discharged. The status of the profession 
has gradually approached the standards of the older 
professions. This places on the present generation of 
accountants responsibilities no less onerous than those 
resting on the generations that have gone before, to maintain 
the status at the highest level. 

‘Integrity is our watchword and the public and the 
Government can be sure that we exercise our profession in 
the proper public spirit with the highest technical skill and 
unchallengeable integrity.’ 


Mr Barrowcliff paid tribute to two past presidents of 





THE ACCOUNTANT 


379 


the Society, Mr Wilson Bartlett, who was present that 
evening, and Sir Frederick Alban, c.B.E., J.P., F.S.A.A., 
both of whom come from that district. Continuing, he 
said that one of the greatest evils of today was the form 
of over-taxation to which the country was subjected 
with its depressing effect on personal effort and service. 

“The old-fashioned virtues of thrift and enterprise’, he said, 
‘should be restored to their proper place. At present some 
of the best elements of the British character are being 
undermined’. 

Mr Stanley proposed the toast of ‘Prosperity to 
South Wales and Monmouthshire’, and the Lord Mayor 
of Cardiff responded. 

Mr Forster proposed the toast of “The Guests’ and 
paid tribute to the work of the Hon. Secretary, Mr 
Tudor Davies, F.s.A.A., while Mr Jenour responded. 


NEW LEGISLATION 


All new Acts will be noted in this column, together with those Statutory Instruments which are 
of interest to the profession. The date given indicates when an Act received the Royal Assent 


or when a Statutory Instrument becomes effective. Copies of either may be obtained through 


Gee & Co (Publishers) Ltd, 27-28 Basinghall Street, London, EC2. 


STATUTES 
(2 & 3 Eliz. 2) 


Chapter 15: Cinematograph Film Production 
(Special Loans) Act, 1954 


An Act to extend the period during which loans and 


advances may be made under the Cinematograph Film 
Production (Special Loans) Acts, 1949 to 1952; to 
authorize the National Film Finance Corporation to 
enter into special arrangements with respect to certain 
‘oans; and for purposes connected therewith. 


Price 6d net. March 9th, 1954. 
$ ` 
“-Chapter 16: Industrial Diseases (Benefit) 


Act, 1954 


An Act to amend the Pneumoconiosis and Byssinosis 
Benefit Act, 1951, by applying it to diseases in respect 
of which compensation was payable under the Work- 
nen’s Compensation Act, 1925, and by making 
srovision for the payment of benefit for partial dis- 
ablement, and for purposes incidental thereto. 

Price 3d net. ` March goth, 1954. 


Chapter 17: Royal Irish. Constabulary 
(Widows’ Pensions) Act, 1954 


An Act to provide for the payment of supplementary 
allowances and of pensions to persons who are or 
have been widows of certain former members of the 
Royal Irish Constabulary. 
Price 2d net. March oth, 1954. 


Chapter 18: Merchant Shipping Act, 1954 


Ln Act to amend the law with respect to the deductions 
o be made for the space occupied by the propelling 
power in measuring the tonnage of merchant ships in 
which the tonnage of the space solely occupied by and 
necessary for the proper working of the boilers and 
machinery does not exceed 13, or in the case of ships 
propelled by paddle wheels 20, per cent of the gross 
tonnage. ` 


Price 3d net. March oth, 1954. 


Chapter 19; Civil Defence (Electricity 
Undertakings) Act, 1954 


An Act to enable grants to be made in respect of 
measures taken to secure the due functioning of 
electricity undertakings in Great Britain in the event 
of hostile attack. 


Price 2d net. March oth, 1954. 


` Chapter 20: Development of Inventions 
Act, 1954 


An Act to extend to ten years the period during which 
advances may be made to the National Research 
Development Corporation out of the Consolidated 
Fund and during which the Board of Trade may with 
the approval of the Treasury waive payments by way 
of interest on such advances; to make further provision 
as to the functions of the Corporation relating to 
research; and otherwise to amend the Development of 
Inventions Act, 1948. 


Price 3d net. March 18th, 1954. 
Chapter 21: Rights of Entry (Gas and 
Electricity Boards) Act, 1954 


An Act to regulate the exercise of statutory rights of 
entry by or on behalf of Gas Boards and Electricity 
Boards, and for purposes connected with the matter 
aforesaid. 


Price 3d net. March 18th, 1954. 


STATUTORY INSTRUMENTS 


The New Valuation Lists (Postponement) 
Order, 1954 
(S.I. 1954 No. 272) 
This order further postpones for one year the dates for 
the making and coming into force of the first and 
subsequent valuation lists under the Local Govern- 
ment Act, 1948. 


Price 2d net. March 12th, 1954. 


380 


P.A.Y.E. 


Sir W. SMITHERS asked the Chancellor of the 
Exchequer how much, in round figures, was collected 
from PA VE in the last financial year; and the cost 
of its-collection. 

Mr Boyp-Carpenter: About £565 million in the 
financial year 1952-53. It. is not possible to dis- 
tinguish the cost of collecting this amount from the 
total cost of collection of all Inland Revenue duties, 
which amounted in 1952-53 to about £30% million, 
or 1:12 per cent of the gross revenue collected. 


Hansard, March 18th, 1954. Written Answers. Col. 53. 


British Subjects, Isle of Man and Channel 
Islands: Tax Liability 


Mr HaAte asked the Chancellor of the Exchequer 
whether British subjects earning income in the United 
Kingdom but living in the Isle of Man are liable 
under his regulations to British income tax and surtax. 

Mr Hate asked the Chancellor of the Exchequer 
whether British subjects earning income in the 
United Kingdom but residing in the Channel Isles 
are liable under his regulations to British income tax 
and surtax. 

Mr R. A. BUTLER: I assume that the hon. Member 
has in mind individuals who have employments in 
the United Kingdom but who are not regarded as 
resident in the United Kingdom for income tax 
purposes. Liability to tax in such cases would depend 
on where the emoluments were payable and whether 
the employment was exercised wholly or only partly 
in this country. 


Hansard, March 23rd, 1954. Written Answers. 


Cols. 88~9. 


Indian Estate Duty Act: Company Payments 


Mr ARBUTHNOT asked the Chancellor of the Ex- 
chequer whether, under his regulations, payments by 
companies under the Indian Estate Duty Act, 1953, 
are a permissible deduction before assessment to 
income tax and profits tax from profits of companies 
registered in the United Kingdom. 

Mr R. A. ButT.er: No. I am advised that such pay- 
ments are not admissible as a deduction in computing 
profits for income tax or profits tax purposes. 


Hansard, March 23rd, 1954. Written Answers. Col. 89. 


Estate Duty 


Mr Russet asked the Chancellor of the Exchequer 
the total amount received by the Treasury in estate 
duties since their inception; and tf he will give an 
estimate of the total capital value of the estates on 
which this duty was levied. ; 

Mr Boyp-Carpenter: The total net receipt of 
estate duty from the time it was imposed by the 
Finance Act, 1894, up to the end of the financial year 
1952-53 was £3,308 million. The total net capital 
value of the estates on which this duty was levied 
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was about £26,250 million. These figures do not 
include legacy and succession duties. 


Hansard, March 25th, 1954. Written Answers, Col. 130. 


Tax Allowances 


Mr Hate asked the Chancellor of the Exchequer 
the number of occupations or professions permitted 
under his regulations to charge against income for 
taxation purposes the cost of books necessarily 
acquired for the purpose of their occupation; and why 
Members of Parliament are not included in this list. 

Mr R. A. Butter: The Income Tax Acts do not 
lay down rules for particular occupations. The 
general Schedule E rule applicable to every person 
holding an office or employment is that he is entitled 
to deduct only those expenses which he is obliged 
to incur wholly, exclusively and necessarily in the 
performance of his duties. Money spent on the Dor? 
chase of books by Members of Parliament is not 
regarded as satisfying this test. 


Hansard, March 25th, 1954. Written Answers. Col. 131. 


Income Tax: Overseas Residence 


Mr Hare asked the Chancellor of the Exchequer, , 
in the case of a British subject living partly in: 
England and partly in France, what length of 
residence in France exempts him, under his regula- 
tions, from the payment of British income tax and 
surtax, respectively. | 
Mr R. A. Butter: An individual is, in general, 
chargeable to United Kingdom income tax (including 
surtax) on income from sources ‘within the Unite 
Kingdom, wherever he lives. He is chargeablé on 
other income only for a year of assessment for which. 
he is resident in the United Kingdom. A British 
subject whose ordinary residence has been in the 
United Kingdom and who has left the United King- 
dom for the purpose only of occasional residence 
abroad is regarded as remaining resident in the 

United Kingdom for tax purposes. 
Hansard, March 25th, 1954. Written Answers. 
Cols. 131-2. 







Provision for Old Age: Committee 


Mr G. Tuomas asked the Chancellor of the Ex- 
chequer whether the Phillips Committee, set up to 
consider the economic and financial problems 
involved in providing for old age, has received or will 
be receiving evidence from interested organizations. 

Mr Boyp-CarpenTer: I understand that th 

Committee on the Economic and Financial Problem 
of the Provision for Old Age has issued, through the 
Press, a general invitation to individuals, institutions 
and organizations who are interested in their terms of 
reference to submit evidence. I have no doubt that 
interested organizations will respond to this invitation, 
Hansard, March a2gth, 1954. Written Answers. 
Cols. 157-8. 
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NOTES AND NOTICES 


Personal 
Messrs SMALLFIELD, RAWLINS & Co, Chartered 


Accountants, of Candlewick House, 116-126 Cannon ; 


Street, London, EC4, announce that they have 
admitted into partnership as from April ist, 1954, 
Mr P. C. E. Dix, c.a., a senior member of their staff. 
The name of the firm will remain unchanged. 

Messrs Foster & STEPHENS, Chartered Account- 
ants, of 77 Harborne Road, Edgbaston, Birmingham, 
rg, announce that Mr Lioner F. FOSTER, F.c.a., 
who has been a partner in the firm for the past 
fifty-four years, retired from the practice as from 
March 31st, 1954. Mr Frank G. STEPHENS, F.C.A., 
~has-also-retired from active practice, but will remain 
a partner for the next five years. He is retaining his 
directorships and secretarial appointments. Mr Bruce 
W. SUTHERLAND, A.C.A., a senior member of the staff, 
has been admitted into the partnership as from 
April ist, 1954. The style of the firm remains 
unchanged. 

Messrs TEMPLE, GoTuarp & Co, Incorporated 
Accountants, of 7-8 Norfolk Street, Strand, London, 
WCa2, announce that they have admitted Mr TD 
NIGHTINGIRL, A.S.A.A., into partnership as from 
April rst, 1954. 

Messrs Hitt, VELLAcott & Co, Chartered Ac- 
countants, announce that as from April 1st, 1954, 
they have admitted into partnership Mr JOHN SELBY 
HILLYER, M.A., A.C.A., and Mr PHILIP EpmMuNDSON 
HEYWOOD, A.C.A. 

Messrs Caen, STONE & Co, Chartered Account- 
ants, of 48 Copthall Avenue, London, EC2, announce 
‘that, as from March 31st, 1954, Mr T. C. Y. HUGHES, 
F.C.A., has resigned his position as a partner in the 
firm, after a period of twenty-three years. His services 
will continue to be available in a consultative capacity. 
They also announce that Mr M. H Casourn SMITH, 
A.C.A., who served his articles with them and is at 
present a member of their staff, and is the son of 
their former partner, Lieut.-Col. W. Casourn 
SMITH, D.S.O., M.C., F.C.A., has been admitted a 
partner in the firm as from April rst, 1954. The 
style of the firm will remain unchanged. 

Messrs Litr_epoy, GILLETT & Co, Chartered 
Accountants, formerly of Waterloo House, 20 
Waterloo Street, Birmingham, 2, announce that they 


have removed their offices to 7 George Road, Edg- ` 


baston, Birmingham, 15. Their new telephone number 
will be Edgbaston 2370, 

The partnership existing. between Mr A. C. 8. 
MEYNELL, F.A.C.C.A.. and Mr N. C. SMITH, A.C.A., 
under the style of CRACKNELL, MEYNELL & STEPHENS, 
and carried on at 170 Bishopsgate, London, EC 
has been dissolved by mutual consent as from 
March jist, 1954. Mr A. C. S. Meyner will 
continue to practice under the style of CRACKNELL, 
MEYNELL & STEPHENS, at 170 Bishopsgate, EC2. 

Messrs C. Percy Barrowciirr & Co, of Middles- 


brough, Leeds and Newcastle upon Tyne, Messrs 
RusseLL, Durie Kerr, Watson & Co, of Birmingham 
and London, and Messrs BAKER & Co, of Leicester, 
Northampton and London, announce that as from 
April ist, 1954, they have amalgamated their London 
practices and that a joint firm to be known as 
BARROWCLIFF, RUSSELL, Baker & Co, Incorporated 
Accountants, will practice from the existing offices 
of Messrs BAKER & Co, at 14 Harley Street, London, 
Wi, until new City offices are available. The 
partners of the new joint firm will be: Messrs C. Percy 


_BARROWCLIFF, F.S.A.A.; THOS. E. DENT, F.s.4.A.; A. H. 


MCcROBERT, F.C.A., F.S.A.A.;5 A. W. MCBRIDE, A.S.A.A5 
A. J. COOKE, F.S.A.A.; G. H. BROWN, A.S.A.A.; W. G. A. 
RUSSELL, F.S.A.A.; CLIFFORD GEIPEL, F.S.A.A.; R. A. 
FOLLAND, F.C.A., F.S.A.A.; D. W. STIRLING, F.C.A., 
A.S.A.A.3 C. WHEATLEY, F.S.A.A., R. M. BACKHOUSE, 
A.C.A., A.S.A.A.; H. FELDON BAKER, F.C.A., A.S.A.A.; 
D. SIRKIN, F.S.A.A; J. W. WALKDEN, A.C.A., A.S.A.A.3 
J. B. CORRIN, A.C.A., AS.A.A3 C. R. RIDDINGTON, 
F.S.A.A; and T. G. RIMINGTON, A.S.A.A. Messrs 
A. J. COOKE, F.s.a.a., and R. M. BACKHOUSE, A.C.A., 
A.S.A.A., will be the resident London partners. The 
provincial offices of the new firm will be situated at 
Middlesbrough, Leeds, Newcastle upon Tyne, 
Birmingham, Leicester and Northampton. 

Messrs J. & H. S. METCALF, Chartered Account- 
ants, of ro St Andrew’s Crescent, Cardiff, announce 
that as from April ist, 1954, Mr I. Gavin MILLER, 
F.C.A., will retire as a partner in the firm and Mr 
KENNETH HUGHES, A.C.A., who was articled in the 
firm and has been associated with it since qualifying, 


‘will be admitted to partnership. The style of the 


firm will remain unchanged, and the practice will be 
carried on at the same address as hitherto. 

Mr J. E. CHILTON, F.S.A.A., F.C.I.S., and Mr I. 
GAVIN MILLER, F.c.A., who have been in practice in 
Cardiff for a number of years, announce that as from 
April ist, 1954, they will practice in partnership 
from 4 Museum Place, Cardiff, under the style of 
Gavin Men & CHILTON, Accountants and 
Auditors. 

Messrs HENRY ANSTEY, GROVER & Co, Chartered 
Accountants, of Bristol, announce that with a view 
to securing the continuity of their practice, they have 
entered into an arrangement with Messrs Hupson 
SMITH, Briccs & Co, Chartered Accountants, of 
Exchange Chambers, Bristol. They have taken into 
partnership Mr Ion Birkett, F.C.A., who is a 
partner in Messrs Hupson Smiru, Brices & Co, 
and who will remain a partner in that firm, and Mr 
Maurice B. NICHOLS, A.C.A who was formerly in 
the service of Messrs Hupson Situ, BRIGGS & Co, 
and more recently in their employment. Mr MAURICE 
R. Grover, F.c.A., will continue as senior partner in 
the firm, and the practice will still be carried on 
under the style of Henry ANSTEY, GROVER & Co, 
Chartered Accountants, 14 Small Street, Bristol, 1. 
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Messrs LARKING, LARKING & WHITING, of Wis- 
bech, March, Bury St Edmund’s, King’s Lynn, 
Ramsey (Hunts), Chatteris, Ely, Mildenhall and 
Haverhill, announce that as from April Ist, 1954, 
they have taken into partnership Mr ANTONY JOHN 
WHITING, A.c.A., and Mr ALAN BERNARD Cooper, 


A.C.A., being sons of the partners Mr WALTER F. 


Wuitinc and Mr Francis G. A. COOPER, re- 
spectively. 

Messrs LANHAM & Francis, of Gillingham, Dorset, 
announce that they have admitted Mr D. A. S. 
HODGE, A.8.A.A., into partnership, as from April rst, 
1954. The style of the firm remains unchanged. 

Messrs FERGUSON, GILCHRIST & Co, Chartered 
Accountants, and-Messrs FAIRHEAD, Davies & Co, 
Chartered Accountants, announce. that with effect 
from April ist, 1954, their practices have been 
amalgamated. The combined practice will now be 
carried on by Mr A. GILCHRIST, Ga, Mr F. E. 
ROWLAND, F.c.a., and Mr J. H. DAVIES, F.c.a. under 
the name of FERGUSON, ROWLAND & Davies from the 
office at which the practices are at present conducted 
separately, 27 Old Broad. Street, London, EC2. The 
new firm will continue to be the London correspon- 
dents of Messrs A. F. Fercuson & Co, India and 
Pakistan. 

Messrs Davir, Parsons & Co, Chartered Account- 
ants, of 6 Bishopsgate, London, EC2, announce that 
Mr T. P. Coatswortu, A.C.A., has been admitted as 
a partner as from April ist, 1954. 

Messrs JOHN BAIN & Co, Chartered Accountants, 
of Basildon House, Moorgate, London, ECa2, 
announce that Mr MARTIN C. J. BARBER, D.F.M., 
A.C.A., who has been with the firm since August 1953, 
has been admitted a partner as from April Ist, 1954. 
The style of the firm will remain unchanged and the 
practice will be continued from the same address. 

Messrs THomMsOoN McLintock & Co, of 33 King 
William Street, London, EC4, announce that Mr 
R. M. Morison, CA, and. Mr C. ALAN MCCLINTOCK, 
C.A., who have been members of their staff for some 
years, were admitted into partnership on April rst, 
1954. 

Messrs CHALMERS, Wane & Co, Chartered Ac- 
countants, of 5 Fenwick Street, Liverpool, 2, and 24 
Coleman Street, London, EC2, announce that 
Mr Joun Rapp BRIGGS, M.A., A.c.a., and Mr 
TREVOR EGERTON ENTWISTLE, A.C.A., both of whom 
have been associated with the firm for a number 
of years, have been admitted to partnership as from 
April 1st, 1954. Mr Briccs is resident in London, 
Mr EntwisTLeE in Liverpool. They also an- 
nounce the retirement as from March 31st, 1954, 
of Messrs W. R. MACGREGOR, F.c.a., J. Harvey, 
F.C.A., and J. C. GARDNER, F.c.A., who will, however, 
remain in close contact with the firm and will be 
available for consultation. 

Mr J. H. HILL, A.C.A., announces that he has 
commenced in practice at 10 St Gabriel’s Avenue, 
oe Plymouth, under the style of J. H. Hiri 
& Co. 
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Messrs LESLIE B. PRINCE, SIMON & Co, Chartered 
Accountants, of Palmerston House, Bishopsgate, 
London, EC2, announce that they are admitting to, 
partnership as from April 5th, 1954, Mr MICHAEL 
ELIOT GERALD PRINCE, B.A., A.C.A. In future the firm 
will be known as PRINCE, SIMON & Co, 

Messrs DELOITTE, PLENDER, GRIFFITHS & Co, 
Chartered Accountants, announce that they have 
admitted into their London partnership Mr D. D. 
Rar SMITH, M.C., B.A., A.C.A., and Mr S. P. WILKINS, 
A.C.A., aS from April Ist, 1954. 


Professional Notes 


Mr Bernard J. Lee, A.C.A., secretary of Thresher A 
Co Ltd, has been appointed a director of the 
company. i 

Mr W. A. Till, a.c.a., has been appointed Com. 
mercial manager of Vickers-Armstrong Ltd, Crayford. 

Mr Maurice ‘Tattersfield, A.C.A., F.C.C.S., Group 
Controller of Accounts, The Brush Electrical 
Engineering Co Ltd, has been appointed deputy“ 
general manager of the Loughborough works of the 
company. He assumes his new duties this month and 
will be a member of the executive. 

Mr G. 5. Stone, A.C.A., has been appointed assistant 
general manager of Industrial and Commercial 
Finance Corporation Ltd. He will retain his existing 
post of secretary of the Corporation. 

Mr N. G. Lancaster, M.B.E., A.C.A., has been 
appointed an additional director of Joseph Lucas 
(Industries) Ltd. 


Chartered Accountant Sheriff of County 
Durham 


: i 
The Sheriff of County Durham this year is Brigadier4 
L. H. McRobert, C.B.È., T.D., D.L., A.C.A. Vice- 
chairman of the Durham Territorial Association, 
Brigadier McRobert has had a long and distinguished 
career with the Territorial Army in the County. He 
is managing director of Cerebos Ltd. 


National Museum of Antiquities of Scotland 


Mr A. S. Brockie, M.A., B.COM., C.A., Director of 
Education, Midlothian County Council, Edinburgh, 
has been appointed a member of the Board of 
Trustees of the National Museum of Antiquities of 
Scotland. There are twenty-one members of the 
Board and the first chairman is the Rt. Hon. Lord 
Normand. 


Salary Increases fot Civil Service 
Accountants d 


In referring to the recent award of salary increases fo 

Civil Service accountants, in our last issue, it was 
stated that the increases ranged from £75 to £120. 
These figures represent the difference between the 
former ‘basic’ scale and the present award, and do 
not take into account a pay addition, effective since 
January 1st, 1952. The actual increases in fact range 
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from approximately £22 at the minimum of the basic 
grade to {66 at the maximum of the chief accountant 
werade.. 
South Eastern Society of Chartered 
Accountants 
LADIES NIGHT 
The South Eastern Society of Chartered Accountants 
held its ladies’ night dinner and dance at The 
Cumberland Hotel, Eastbourne, on March 26th. 
Members, ladies and guests numbering over ninety 
were received by Mr G. P. Morgan-Jones, M.A., 
F.C.A., President of the Society, and Mrs Morgan- 
Jones, and by Mr T. D Robson, M-B.£., M.A., F.C.A., 
immediate Past President of the Institute, and Mrs 
Robson. Among those present were: 

Mr H. Sogno (President, Eastbourne Law Society) and 
Mirs Sogno; Mr A. E. Merrett (President, The Institute of 
Bankers, Eastbourne, Hastings and Bexhill Section) and 
Mrs Merrett; Mr L. R. Barker (H.M. Inspector of Taxes 
(Eastbourne District)) and Mrs Barker; Mr ï. Cowan 
(Borough Treasurer of Eastbourne) and Mrs Cowan; Mr 
C. H SG Loveday, a.c.a. (an Assistant Secretary of the 
*Jnstitute), and Mrs Loveday. 

The toast of ‘Our Guests’ was proposed by Mr 
Morgan-Jones, who expressed a very sincere welcome 
to all those present. 

Mr Robson, in the course of his reply, referred to 

‘that unfortunate section of the community known 
as self-employed persons’. For years, he said, 
‘these have seen directors and managers of companies 
provided quite properly with pension plans at the expense 
of the companies which employ them, while the self- 
employed have had no comparable means of providing 
against their own retirement because, unlike a company, 
they are not allowed to treat the cost of such plans as 
deductible expenses in arriving at their taxable profits. 

“Here is real hardship, shared alike by the self-employed 
farmer and sole trader, the practising lawyer and the 
chartered accountant.’ 

He continued: 

‘The Tucker Committee, appointed by the Labour 
Government to review the matter, has recently reported, 
with two dissentients, that drastic changes are both 
necessary and practicable to put the self-employed person 
on an equitable footing. Let us hope that the Chancellor will 
hold out a lamp of hope to the new poor whose hungry, 
half-starved bodies and emaciated, lugubrious countenances 
confront me here tonight. (Laughter and applause.) The 
ignorance of their plight which exists among the general 
body of taxpayers is abysmal. It is high time that something 
was done to lift them out of their misery, to remove their 
anxiety for their old age and to let them face their opposite 
numbers in company undertakings on equal terms. 

“In saying this, I speak not only of the practising chartered 
accountant but of all our professional friends who are with 
us this evening. Every one of them is a member of a class 
to whom justice is long overdue in this important matter.’ 
(Applause.) ` l 

The evening, which continued with dancing until 


I a.m., was greatly enjoyed by everyone present. 
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Meeting and Dinner in Chester 


The sixth annual meeting of the Chester and North 
Wales Branch of the Liverpool Society of Chartered 
Accountants was held at Bollands Restaurant, Chester, 
on March 26th, with Mr A. K. Tunnock, A.C.A., in 
the chair. 

The report of the committee recorded an active 
year and showed a total of seventy-one members at 
December 31st, 1953. Officers of the Branch for the 
ensuing year were elected as follows: . 

Chairman: Mr Reginald T. Smith, F.c.a. 

Vice-Chairman; Mr Frank Hack, F.c.a. 

Hon. Treasurer: Mr Norman Johnson, F.c.A. 

Hon. Secretary: Mr Frank Hack, F.c.a., ro White Friars, 
Chester. 

The annual dinner was held at the conclusion of 
the meeting: Mr Reginald T. Smith, F.c.a., the 
newly-elected chairman, presided, and about sixty 
members and guests attended among whom were: 

The Lord Bishop of Chester; Messrs H. Lloyd-Williams, 
D.S.0., M.C., Barrister-at-Law; W. R. MacGregor, F.C.A. 
(a former member of the Council of the Institute); W. P. 
Scowcroft, A.C.A. (President, Liverpool Society of Chartered 
Accountants); Gilbert D. Shepherd, M.B.E., F.c.A. (a member 
of the Council of the Institute and a past President of the 
Institute); G. F. Saunders, ¥.c.a. (a member of the Council of 
the Institute); and A. D. Walker, #.c.a. (a member of the 
Council of the Institute). 

The toast of ‘The Institute’ was proposed by Mr 
Lloyd-Williams and Mr Shepherd replied. 

Mr Norman Johnson, F.c.A., wittily proposed the 
toast of ‘Our Guests’ and the Lord Bishop of Chester 
replied. The toast of “The Branch’ was proposed by 
Mr Scowcroft and the chairman replied, referring to 
the unfailing help which the Branch had always had 
from the committee of the Liverpool Society. He 
paid a tribute to the memory of the first chairman of 
the Branch, Mr E. Noel Humphreys, who died 


recently. 


East Anglian Chartered Accountants’ 
Students’ Association 


The report for 1953 of the committee of the East 
Anglian Chartered Accountants’ Students’ Associa- 
tion, shows a membership totalling 140. 

Lecture meetings have been held in Cambridge, 
Norwich and Ipswich, and in order to encourage 
students to attend lectures held in centres other 
than their own, a scheme for refunding travelling 
expenses has been instituted by the committee. 

The report records the congratulations of the 
committee to Mr M. H. Turner, who was awarded 
the Fourth Certificate of Merit and the Plender 
Prize for the taxation and cost accounting paper in 
the May 1953 Intermediate examination. 
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The following officers have been elected for the 
ensuing year: 

President: Mr H. Robinson, F.c.a. 

Vice-President: Mr G. S. H. Dicker, A.C.A. 

Hon. Secretary: Mr M. Mackintosh, B.A., Elm House, 
4 Elm Hill, Norwich. 

Hon. Treasurer: Mr R. H. Pearson. 

Committee: Messrs K. T. Boardman, A.C.A., G. A. G. 
Oldfield, a.c.a., J. O. Turner, G. M. Stannard, D. C. R. 
Fairfax-Lucy, K. S. Dugdale, B.A., and J. C. Silburn. 


Annotated Tax Cases 


Part ro- the concluding part- of Volume XXXII 
of the Annotated Tax Cases, edited by Roy Borneman, 
Q.C., has now been published and contains reports, 
with notes on the judgments, of the following cases: 
Broadstone Mills Lid v. Patrick (C.A.); Oakes v. New 
South Wales Commissioner of Stamp Duties (P.C.); 
New South Wales Commissioner of Stamp Duties v. 
Pearse (P.C.); Eastbourne Corporation v. Commis- 
stoners of Customs and Excise (Ch.D.); In re Moscht 
(Ch.D.). The index of cases and subject-matter 
for the volume will be published shortly, after 
which the volume may be bound. . 

The annual subscription to the Annotated Tax 
Cases is 30s post free, the publishers being Gee & 
Co (Publishers) Ltd, 27-28 Basinghall Street, 
London, ECa2. 


Manchester Society of Chartered Accountants 


The last-meeting in the 1953-54 programme of the 
Manchester Society of Chartered Accountants will 
take place next Monday, at the Chartered Account- 
ants’ Hall, Spring Gardens, Manchester, at 6 p.m., 
when Mr A. R. English, A.C.A., of the Industrial and 
Commercial Finance Corporation Ltd, will speak on 
‘Estate duty: the family business and the professional 
man’. 


Rugby Football 


The Chartered Accountant Students’ Society of 
London beat the Solicitors’ Articled Clerks’ Society 
by twelve points (four tries) to nil in a rugby match 
played at Esher R.F.C. ground on March 18th. The 
scorers were M. J. Foxwell, N. Wrigley (2) and 
B. W. Rowbotham. 

The Chartered Accountant Students, playing one 
man short in the absence of the regular hooker, 


failed to obtain possession of the ball in the tight’ 


scrums but close marking by their three-quarters and 
wing-forward A. L. Carter, rarely allowed the 
Solicitors’ Articled Clerks to make ground. N. 
Haslam dominated the lineouts for the Chartered 
Students and M. J. Foxwell at fly-half made a lot of 
ground, supported by -D. Ellis. 
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LEICESTER STUDENTS v. NOTTINGHAM STUDENTS 


On Thursday, March 18th, the Leicester Chartered 

Accountant Students’ Society met the Nottingham 
Chartered Accountant Students’ Society at the 

Stoneygate R.F.C. ground, Leicester, in the first 

rugby football match between the two societies since 

the war. From the kick-off the game was fast and 

open, with both sides attacking, and at half time, 

with the score at 3-0 for Nottingham, there was 

little to choose between the sides. The second 

half opened with Nottingham attacking, and in the 

first five minutes they scored six points by the good 

work of J. Hine and J. Barsby, and further points were 

gained from a try by J. G. Whittaker, converted by 

Hine, who also kicked a penalty goal. In the last 

minutes of the game Leicester scored with a try by 

B. Fewkes which was converted. The gaite~adase 
with a result of 17 - 5 for Nottingham. 


SEVENTY-FIVE YEARS AGO 
From Che Accountant oF APRIL 5TH, 1879 > 
Extract from a leading article 
IMPRISONMENT FOR DEBT 


We have no doubt that with a very considerable 
section of the public it is accepted as an incontro- 
vertible fact that imprisonment for debt is abolished. 
And to a great extent this notion is correct. For it is 
true that the old law—the effect of which is described 
in two or three of Dickens’s works, and notably in the 
description of the long confinement of the head of 
the Dorrit family in the Marshalsea prison—has 
been swept away; and debtors need no longer fear 
the “profane touch’’ upon the shoulder as the imme- 
diate forerunner of spongeing and.durance vile. To 
such persons, however, who looked upon this change: 
as having completely abolished what may be de- 
scribed in general terms as imprisonment for debt, 
it will be somewhat of a surprise to learn that very 
recently an amending Act has been passed, regulating 
the circumstances and conditions under which such 
punishment may be still inflicted. 

As persons ‘‘acting.in a fiduciary capacity’’ are 
prominently affected by later legislation, it may not 
be unprofitable to enter into a consideration of the 
present position of the law on the subject. The 
Debtors’ Act of 1869 may be said to have swept 
away imprisonment for debt as a primary punish- 
ment, leaving, however, certain classes of cases in 
which this could be enforced; though with this dis- 
tinction, that the offenders are not imprisoned 
ostensibly for the debt itself, but for "default" in 
paying it.... 
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THE BUDGET 


HIS year’s Budget is very much a repetition of that which 

preceded it. Its assumptions, its strategy — even its figures — 

bear a remarkable likeness to the one which Mr BUTLER 
introduced a year ago. If the Budget for 1954-55 is com- 
pared with the outturn for 1953~54, the resemblance is very 
close. The ordinary ‘above-the-line’ surplus for 1953-54 was 
£94 million. The budgeted surplus for 1954-55 is {£10 million. 
The deficit ‘below-the-line’ in the fiscal year which has just ended 
was {391 million. The estimated deficit for 1954-55 is £407 
million. These figures, of course, take account of the modest 
changes in taxation which are now proposed. The CHANCELLOR 
OF THE EXCHEQUER has apparently decided that his prescription 
last year for more capital investment coupled with slight, but only 
slight, encouragements to the consumer to spend, is to be con- 
tinued with minor modifications this year. 

As the new fiscal year opens, the CHANCELLOR knows that his 
last Budget was virtually a balanced one. From the Exchequer’s 
point of view, therefore, he starts from a position of equilibrium. 
What factors does he see at work this year on this condition of 
balance? Three points, in particular, are chosen for emphasis — the 
high level of Government expenditure, the volume of world trade, 
and the effect of the current recession in the United States. These 
are worth examining more closely. 

Even in these days of buoyant industrial production and full 
employment, the economy is committed to a crushing burden of 
taxation which mere prosperity (and this is one of the lessons. of 
this year’s Budget) cannot reduce. On the expenditure side of the 
national accounts, the combined impact of defence outlay and 
welfare expenditure greatly reduces the modern Chancellor of 
the Exchequer’s power of manoeuvre. Defence outlay is to be 
raised this year from £1,365 million to £1,555 million, part of the 
increase being necessary to offset the decline in American aid. 
A hint is dropped that the Exchequer’s liability on farming sub- 
sidies is not limitless and that more about this is to be heard during. 
the year. Provision for the social services is £ 1,327 million or £63 
million more than the. corresponding provision in the original 
estimates at the last Budget. Total expenditure, in short, continues 
to climb and will go up this year from the actual outlay in 1953-54 
of £4,274 million to an estimated £4,523 million. 

On world trade prospects, the CHANCELLOR is -somewhat 
reticent. He offers no reasons for supposing that they will improve 
or worsen, so it may be assumed that the official view is for little 
change in world trading conditions as a whole. ‘The Government 
is content to call for restraint in wages and profits distributions 
and for the need to keep costs down, To prevent British manu; 
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facturers bearing an undue burden in financing 
customers’ credit out of their own resources, the 
Export Credits Guarantee Department is to make 
freer use of guarantees to the banks for major 
capital goods exports. 

For purposes of the Budget, the CHANCELLOR 


is prepared to accept the ‘school’ answer on the ‘ 


American recession, namely, that it is mainly an 
inventory readjustment and that the worst 1s 
past. If secondary influences should develop in 


the United States, Mr BUTLER thinks that the. 


United States Administration can be relied upon 
to take satisfactory avoiding action in time. 

From these three basic assumptions, come the 
Budget objectives. The CHANCELLOR expects a 
sustained demand in the home market, sustained 
exports, and a movement in stocks to keep pace 
with a rather higher rate of industrial output than 
in 1953. 

Under these circumstances, there is no call 
this year for a pronounced policy either of in- 
flation or disinflation. The so-called ‘natural’ 
forces are likely, in the official view, to cause a 
modest increase in activity and it will be only 
necessary to ride the consumer on a relaxed bridle 
by letting him spend or save his higher income as 
he wishes. On the other hand, he is not to be over- 
encouraged by any remissions of taxation. 

Last year, total estimated receipts “above-the- 
line’ were £4,368 million and the CHANCELLOR 
expects that this year the delayed favourable 
action of certain changes which he made last year 
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together with the anticipated buoyancy of the 
economy should raise revenue to {£4,537 million 
with taxation on the 1953-54 basis. He proposes, 
in fact, to surrender £4 million, this year, in re- 
missions in certain types of tax. The tax changes 
are dealt with in the second part of this article. 

An outline of the expenditure figures ‘above- 
the-line’ has already been given. So far as ‘below- 
the-line’ estimates aye concerned, the main change 
is in loans to local authorities. In the year 1953—54, 
local authorities were encouraged to seek finance 
on the capital market, which they did. This 
brought about a difference between estimate and 
outlay of {100 million — the estimate was £400. 
million compared with an outlay of £299 million. 
It has been assumed that there will be a similar 
experience this year and local loans are put at 
£300 million. a 

It had not been expected that there would be 
any noteworthy changes in this year’s Budget. ‘The 
public had been warned in advance that purchase 
tax would not be changed. ‘The only commodity to 
suffer a tax increase is chicory, on which the Cus- 
toms duty has been raised by 5s od a cwt. 

The decision to institute a tax-free investment 
allowance will be generally welcome in industry. 
Most responsible opinion before the Budget was 
agreed that some greater incentive to invest in 
new capital equipment was necessary if British 
industry is to keep its costs down to a competitive, 
level. The only query will be whether the new 
allowance goes far enough. 


THE BUDGET AND TAXATION 


The changes in taxation announced in the 
Budget could hardly be less spectacular. In the 
field of direct taxation they are confined to 
the closing up of very minor loopholes and to the 
granting of new concessions, the most important 
of which is the proposal to replace initial allow- 
ances in certain cases by ‘investment allowances’, 
which, unlike initial allowances, will not be 
deducted in arriving at written-down values. 


Income Tax Rates 


Income tax is imposed for 1954-55 at the standard 
rate of gs in the £, i.e. at the same rate as for 
1953-54. There is to be no change in the reduced 
rates or in the personal allowances. Surtax rates 


for 1954-55 are left to be fixed later. 


_ Initial Allowances and Investment 
Allowances 


The long campaign of criticism against the work- 
ing of initial allowances has at last borne fruit. 
The point has often been made that these allow- 
ances bring no real benefit since they go to 
reduce the subsequent wear and tear allowances. 
Mr BUTLER proposes to meet this criticism by 
introducing what he calls ‘investment allowances’ 
to replace initial allowances in certain cases: 
Expenditure incurred after April 6th on agricul“ 
tural buildings, and on buildings and plant used 
for scientific research, will rank for investment 
allowance, although these assets do not qualify 
for initial allowance. In the field hitherto covered 
by initial allowances there will also be investment 
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allowances, with the exception of private motor- 


cars and second-hand plant and machinery. These 


‘will continue to qualify for initial allowance only. 

. The rate of investment allowance will’ be 
20 per cent on expenditure on new plant and 
machinery and new mining works, and Io per 
cent for new industrial and agricultural buildings. 
Investment allowances will not be deducted in 
arriving at the written-down value for wear and 
tear and other capital allowance purposes; they 
are intended to be a direct stimulus to the invest- 
ment of capital in productive assets. Thus the 
concurrent loss of initial allowance will not be felt, 
except perhaps in the case of mining works which 
Tose an initial allowance of 40 per cent in return 
for an investment allowance of only 20 per cent. 
However, in this extreme case the companies con- 
cerned are to have the option of retaining the initial 
allowance and forgoing the investment allowance. 

The proposed legislation on the subject is to 
contain provisions directed against possible abuse, 


but details of these must await publication of the . 


Finance Bill. The cost of the change will be 
negligible in ro 54-555 and £4 million in 195 5- 56. 
Thereafter it will rise year by year. 

‘In relation to capital allowances, changes in 
the treatment of demolition expenditure are 
foreshadowed by the following resolution passed 
in Committee of Ways and Means: 

k ‘That it is expedient to authorize all such charges 
to income tax as may arise from any change in the 
way in which demolition costs are to be treated for 


the purposcs of Parts X and XI of the Income Tax 
Act, 1952.’ 


Companies in Common Control ` 


Another resolution provides for two changes in 
the provisions dealing with the capital allowance 
position where there is a sale of a capital asset 
between two companies in common control. The 
first is to forbid the making of an election under 
paragraph 4 of the Fourteenth Schedule to the 


Income Tax Act, 1952, if a party to the sale is 


not resident in the United Kingdom at the time 
of the sale. On the other hand the schedule is to 
ave full effect notwithstanding the fact that one 
of the parties is non-resident. 
The second part of this resolution is obviously 
designed to nullify the effect of the decision in 
CIR o Wilsons (Dunblane) Lid:\'This established 


1 See The Accountant, dated March 27th, 1954, at page 348. 
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that where the sale in question was made at: 
the open market price, paragraphs 3 and 4 of the 
schedule could not apply. The decision threatens: 
to deprive the CHANCELLOR of an appreciable 
amount of revenue and accordingly the gap 
left by the inadequate drafting of the Act is to 
be closed. 


Cessation Provisions on Company n 
Reconstructions 

Another gap which is to be somewhat belatedly: 
closed is the avoidance of tax by the device of 
selling a company’s undertaking to a new com-: 
pany formed for the purpose. This device was 
only effective where there had been a fall in profits, 
and it was much used by textile companies at the 
time of the recent recession. Indeed, it is question- 
able whether the device amounted to tax 
avoidance at all. Be that as it may, it is now: 
proposed that the cessation and commencement: 
provisions shall not apply where three-quarters or. 
more of the interest in the trade belonged to the- 
same persons before and after the change. It is: 
to be hoped that this new provision will work both 
ways. It sometimes happens that a recoristruction 
has to take place without any thought of income 
tax consequences. Where the profits are rising, 
instead of falling, such a reconstruction can, 
increase the income tax liability at present. 
Presumably, where a three-quarters interest is 
held by the same persons before and after the 
change, additional assessments will be avoided. 


The Millard Tucker Committees 

The CHANCELLOR proposes to implement some 
more of the minor reliefs recommended by the 
first MILLARD 'TuCKER Committee but he did not 
give details. However, one of the resolutions deals. 
with the carrying back of losses and allowances 
against income of previous years. 

‘As regards the second committee, on the 
tax treatment of retirement benefits, Mr BUTLER: 
said he had not had sufficient time to consider its 
report. He added that in any event the cost of the. 
proposals would make it impossible for him to: 
implement them in the present circumstances: 
and he therefore did not propose to make any 
changes in this respect. This announcement will 
come as a grievous disappointment to the many: 
self-employed persons and controlling directors’ 
who are victims of the present anomalies. Seen: 
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in its context of a Budget that lowers the enter- 
tainment tax and purports to encourage enterprise, 
this refusal is particularly deplorable. 


Post-war Credit Repayments 
The CHANCELLOR has yielded to pressure to 
increase the rate of repayment of post-war credits, 


irrespective of need. Where the person originally 


entitled to the credit dies before becoming 
entitled to repayment, the persons entitled under 
his will or on his intestacy will be allowed to 
claim repayment of the credit at the date when 
the deceased would have been able to claim, i.e. 
on what would have been his 6sth birthday (60 in 
the case of a woman) had he survived. The 
concession will also apply where the deceased 
was over the qualifying age when he died but had 
neglected to claim repayment. At the same time 
the CHANCELLOR urges the recipients under this 
new dispensation to invest the money unless their 
need to spend it is ‘really urgent’. The cost of the 
concession will be no less than £19 million in the 
first year, and £2 million a year thereafter. 


Estate Duty and the Controlled Company . 
The CHANCELLOR’S review of estate duty anom- 
alies, particularly in relation to controlled 
companies, which he began last summer, is to 
result in a number of changes in the coming 
Finance Bill. 

Although the general -principle of valuing a 
controlling shareholder’s holding on the ‘assets’ 
basis is to be retained, some concessions are 
promised. Where shares so valued are sold to an 
independent purchaser, the estate duty valuation 
will be brought into line with the sale price. The 
CHANCELLOR made no mention of the obvious 
anomaly which arises when a controlling share- 
holder gives away a small minority holding and 
dies within five years. The luckless donee may 
- find himself saddled with a liability greater than 
the value of the shares. 

However, in so" far as the PERA consist of 
industrial:plant, machinery or premises, used for 
the purposes of a trade, the estate duty rate is to 
be reduced ‘in their favour by 45 per cent, thus in 
effect putting them on the same basis as agricul- 
tural. land. This concession will apply not only 
to the calculation of shares on the assets: basis, 
but also to the valuation of the assets of a trade 
carried:-on by-the deceased himself. The relief is 
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estimated to cost £ million this year and £14 
million in a full year. 

It would seem also that the effect of the 
decision in Re Duffy ([1948] 27 A.T.C. 324) is to 
be nullified. A resolution has been passed dealing 
with a deduction for taxation falling on a company 
after the shareholder’s death. 


Estate Duty and Aggregation 
Criticisms of the provisions for aggregation are 
to be partially met. At present, if a man’s own 
estate exceeds £2,000, all kinds of property which 
passes or is deemed to pass on his death may fall 
to be aggregated with it for the purpose of 
determining the rate of duty payable on his own 
estate. This may thus be taxed at as much as 
80 per cent, which is patently absurd for a small 
estate. Mr BUTLER proposes to increase the, 
£2,000 limit to {10,000 which, he says, will 
eliminate the great bulk of hardship cases. It still 
means, however, that a man’s family may be 
limited to a little over {2,000 on his death, which 
could hardly be described as affluence. The 
concession is to cost £125,000 this year; £250,000 
in a full year. 





Insurance Policies 

The Committee of Ways and Means passed a 
laconic resolution in the following terms: 

‘That new provision ought to be made fon 
- charging estate duty on policies of assurance on thes 

life of the deceased.’ 
In his speech, the CHANCELLOR said he hoped to 
deal with the doubts and anomalies which have 
arisen in regard to the treatment of policies of 
assurance which do not form part of the deceased’s 
own estate. In recent litigation concerning policy 
moneys the Estate Duty Office has been singularly 
unsuccessful and it may be that the balance is to 
be redressed by legislation. It is possible that the 
decision of the House of Lords in D’ Avigdor- 
Goldsmid v. C.T.R. ([1953] 32 ATC 26) will 
be nullified. However, we must await the Finance 
Bill. 
Entertainment Tax 

On and after May 30th, 1954, entertainment tay 
is to be reduced. For ‘live’ shows, and sports, the 
reduction is 4d for each admission. In the case of 
cinemas the exemption limit is raised from 8d to 
od and the reductions in duty above that limit 
range from 4d to 14d, depending on the price of 
the seat. . 7 
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NATIONAL INCOME IN 1953 


SS 


URING 1953 the gross national product 
[re by about 8 per cent, according 

to the Preliminary National Income 
White Paper issued last week,1 but half of this 
rise was due to higher prices. In real terms, 
therefore, there was an increase of around 4 per 
cent which is what had been expected from the 
trend of industrial production over the year. In 
money terms, the gross national product went 
from £13,648 million in 1952 to £14,719 million 
in 1953- 

From the point of view of expenditure, the 
main feature of the national income figures is the 
gain made from year to year in the share going to 
salaried and wage-earning employees. In 1953 
total personal income increased by 5% per cent. 
Employees of’ one kind and another increased 


their income by 6 per cent while members of the 


community drawing income from dividends, rents 
and national insurance benefits, increased such 
income by 5 per cent. The self-employed, which 
covers farmers, traders and professional people, 
were able to increase their incomes by only 3 per 
cent. Wage and salary earners now take Ge Der 
cent of all personal incomes. 

Out of this higher income, people spent more, 
saved more and provided about the same amount 
for taxation. Consumer outlay went up from 
£10,403 million to {11,029 million and half of 
this additional £626 million went on food, some of 


it accountable by higher prices. More new cars. 


and more motoring were in evidence and so was 
increased outlay on television sets. Most other 
household purchases were up but there was little 
change in the value of clothing bought. 

_ The corporate income appropriation account, 
which covers all companies and public corpora- 
tions (including the nationalized industries) shows 


that gross trading profits were higher by £199 


million at £2,732 million while dividend payments 
increased by {60 million to £928 million or 7 
per cent. This is a slightly higher increase than 
that which occurred in wages and salaries last 
year, but if a comparison is made over the years 
1948 to 1953 dividends have gone up by 30 per 


cent while wages and salaries combined have. 


increased by 40 per cent. Provision for United 
t Cmd. 9118. H.M.S.O. Price 6d. 


Kingdom taxation was slightly higher’ on the 
year, being {£978 million compared: = £942 
million in 1952. 

| Taxes on income. showed a slight decline 
according to- the revenue account of the Central 
Government, but taxes on expenditure -were a 
little higher. ‘Taxes on capital changed but slightly. 

As usual, one of the most interesting tables in 
the White Paper is the combined capital account 
which shows the year’s operations on savings and 
investment. It gives some idea too as to how far 
the country is using capital taxes to sustain its 
economic activity. Until about 1952 this point. 
was important, for up to that time since the end ` 
of the war the national income statistics. showed 
that more capital was being encashed to:meet tax 
requirements than was being’ saved. by private: 
individuals. Fortunately, this is no longer so.- 
In fact, one of the significant features of the 1953 
figures is the rise in personal savings. It is.true 
that companies and public corporations still do 
most of the nation’s savings, but over last: year. 
personal savings rose from £776: million to £928: 
million. “This has been in fact the first year since- 
the war that the nation. has earned more, spent 
mote and saved more than it did in the previous’ 
year. The official opinion is that if allowance is 
made for the fact that personal savings statistics: 
both in this country and in the’ United. States: 
include the savings of unincorporated enterprises,’ 
the rate of saving .by individuals in- these. 
countries is about the same. g l 

On the payments side of this account, ‘gross 
capital formation is shown as £2,312 million: 
compared with £2,060 million in 1952, .which ‘is: 
an increase of 15 per cent, but a good deal of this 
is accounted for by the housing programme. and: 
one or two of the basic industries. 

So far as stocks and work in E sare 
concerned, there was an increase of £170 million 
on the year. In 1952 this item showed’ no--net 
change on the year owing to the policy of running 
down stocks as an emergency aid to the balance of 
payments. The re-stocking last year, however, is 
small compared with the scale. of stocking. 
activities in 1951. when this item reached: £610 
million. Total net investment abroad was SE 
lower on the year at £225. million. 
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THE GEDGE COMMITTEE REPORT 


HE majority decision of the members of /of a fixed sum in a winding-up’ is inconsistent 


the Gedge Committee that both public 
and private companies should be permitted 
to issue ordinary shares of no par value has 
received a general welcome from all conversant 


with the workings of the financial and commercial 


world. Ho revolutionary change in the structure 
of capital formation is contemplated. The object 
of the Committee’s recommendations is to clarify 
the meaning and purpose of share nomenclature 
by giving the equity share a realistic name instead 
of associating it permanently with one which may 
have little or no relation to its current actual 
. worth. ~~ 

It is curious that this well-informed endeavour 
to remove a cause of misunderstanding should be 
regarded-with such scepticism by the trade union 
movement. In his minority report, Mr W. B. 
BEARD, opp, states that employers and directors, 
as well as trade unions, have a duty ‘to present 
simply and intelligibly to the public, to investors 
and to work-people the facts of company finance’. 
He advocates this educational process in prefer- 
ence to a change in the existing law, but the task of 


with the concept of no par value. The Committee 
further suggests that companies should be 
allowed, by special resolution, to convert their 
ordinary shares having a nominal value, whether 
fully paid or not, into shares of no par value; 
or vice versa, provided that the no par value 
shares to be converted were fully paid. No ob- 
jection is raised to partly-paid shares of no par 
value, but it is thought that the ordinary share 
capital of a company should consist wholly of 
shares having a nominal value or of shares of no 
par value. 

After discussing in considerable detail possible 
abuses which might arise from the introduction. 
of the system, the Committee proposes certain 
specific safeguards for the investor. Where a 
company has shares of no par value, the total 
proceeds of a cash issue would require to be 
credited to a ‘stated capital account’. Where an 
issue has been made for a consideration other 
than cash, a sum equal, in the opinion of the 
directors, to the value of the consideration would 
have to be credited to the stated capital account. 


enlightenment would surely be made easier if the (In both instances, preliminary expenses, com- 


law were altered, first of all, in the interests of 
clarity. A well-known multiple tailoring firm 
recently changed its name because its former title, 
which indicated the pre-war price of its wares, 
had become meaningless under present-day 
conditions. This realistic step was taken, pre- 
sumably, so that no would-be customer would be 
deluded into thinking that he could purchase 
a complete suit for the current price of the 
waistcoat. The alterations to the Companies Act, 
1948, which the majority report of the Gedge 
Committee recommends imply much the same 
as did the straightforward action of the tailoring 
firm. ` 

In drafting its recommendations the Com- 
mittee, in accordance with its terms of reference, 
has been duly mindful of the need for safeguards 
for investors and for the public interest. It suggests 
that while there is no objection in principle to 
‘issuing preference shares of no par value, it does 
not recommend the practice because ‘a fixed 
dividend must have a relation to the sum on 
which it is paid’ and also because ‘the repayment 


missions and the expenses of the issue would be 
debited to the same account. For two years after, 
they are first so charged, a note of these expenses 
would require to be included in the company’s 
balance sheet. In the case where-a company 
converts its nominal shares into shares of no par 
value, the whole of its paid-up capital (whether 
ordinary or preference) together with its share 
premium account would be transferred to the 
stated capital account. Where a conversion to 
nominal shares took place, the stated capital 
would be transferred to a paid-up share capital 
account. The transfer of reserves and other sums 
to the stated capital account — which would have 
the effect of ‘freezing’ them — would need a special 
resolution as would also the splitting of shares of 
no par value. | 

The PRESIDENT OF THE BOARD OF TRADE who set 
up the Committee has now the full arguments 
before him. It would be a pity if the reform which 
is, after all, ‘a logical development of company law 
and practice’ were to be delayed by political 
considerations. 
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makes good 
petrol better 
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—say these experienced motorists 
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‘Tve proved, by weekly mileage checks, 
that my fleet of 8 cars gets best 


m.p.g. on National.’ Mr. Gunton—Proprietor of 
Gunton’s Motor School, 19 Timberhill, Norwich, © 










Sane 


‘I’ve proved that National gives more 


power and more m.p.g.’ says Mr. J. J. Mangnall 
—Chauffeur/Courier since 1945 with the well-known London 
firm, Daimler Hire Ltd.* During the war, Mr. Mangnall 
served with the R.A.S.C., was previously employed as a 
chauffeur in private service. He has been driving for 20 years. 






‘National’s my first choice for going 
places quickly.’ 


Mr. Harold Smart, Kenton, M’sex, the B.B.C. Show Band 
Organist--uses his converted Austin A.70 for quick travel to 
rehearsals and engagements. Mr. Smart was an R.A.S.C, 
driver during the war, later served with the 1st Airborne Divi- 
sion. 


D 


NATIONAL BENZOLE 
MIXTURE «= 


: l f . l N.B.3R 


* Daimler Hire Lid. use and recommend National Benzole Mixture 
Jor their fleet of “drive yourself” Aire cars. 





tational Benzole Company Limited, Wellington House, Buckingham Gate, London, S.W.1. (The dis- 
‘ibuting organisation owned and entirely controlled by the producers of British Benzole) 
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- THE 
STAMP-MARTIN CHAIR OF ACCOUNTING 
Easter Term, 1954 


PROFESSOR F. SEWELL BRAY 


will deliver a 


series of seven public lectures 
for students 


on 


‘The Elements of Accounting’ 


INCORPORATED ACCOUNTANTS’ HALL 


Temple Place, Victoria Embankment 
London, WC2 


on 


Tuesdays at 6 p.m., on the following dates: 


April 20th May 18th 

April 27th June 8th. 

May 4th June 15th 
June 22nd 


-= Admission free without ticket 
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| TAKE-OVER BIDS 
LIABILITY FOR MISREPRESENTATION 


HERE negotiations are started for 

\ X l taking over a company’s business by 

buying out the existing shareholders, 
those negotiations are usually conducted by the 
directors of the company. The shareholders may 
be very numerous and many of them may hold 
comparatively trivial amounts of shares, so that 
it is convenient that someone should act on their 
behalf: preferably someone closely acquainted 
with the affairs of the company and therefore 
better able to put a value on its shares. Suppose 
that in his anxiety to obtain a good price, òr for 
some other reason, a director of the company 
„makes a fraudulent misrepresentation, To what 
extent are the shareholders liable? This was the 
question in Briess v. Woolley, which has now been 
decided in the House of Lords. The decision 
establishes that the shareholders may in certain 
circumstances be liable. 

The case concerned the sale of shares in a 
company called Nutrifood Products Ltd. The 
company manufactured synthetic cream under a 
licence from the Board of Trade, but instead of 
keeping to the official formula it added water in 
order to increase sales and profits. The person 

_responsible for this fraudulent trading was the 
managing director, ROSHER; the other directors 
and shareholders being ignorant of it. 

ROSHER app: ached the plaintiffs for an offer 
to buy the company’s shares and produced the 
company’s accounts to show its assets and profits, 
but throughout the negotiations he did not tell 
them that these accounts were the result of dis- 
honest trading. This production of accounts, 
combined with the absence of any admission that 
the trading on which they were based was fraudu- 
lent, was held to be a misrepresentation. Relying 
on the accounts, the plaintiffs made an offer, sub- 
ject to contract, of 15s per share for the ordinary 
shares and 35s per share for the preference shares. 

" ROSHER placed this offer before a board meeting 

Land before a general meeting, of which there was 
a natrative minute setting out the terms of the 
offer and saying that it was agreed that RosHER 
should take the matter further with a view to 
completing the transaction ‘on the above basis’. 

ROSHER saw the plaintiffs on two further 


occasions, on one of which he was asked whether 
the company had a licence and a fat allocation, and 
answered in the affirmative.. He also explained. 
that a minimum output of 250 gallons a week was 
essential to profit. In fact, the company could not 
produce more than 150 gallons if it adhered to 
the official formula, The plaintiffs ultimately 
agreed to buy all the shares for {£12,000 and the 
sale was duly carried out. On discovering the 
fraud they approached Sır CHARLES McRea for 
compensation. He had presided at the general 
meeting and had been the largest shareholder. 
Eventually the plaintiffs brought proceedings 
against ROSHER, SIR CHARLES MCREA, and another 
former shareholder. | 

In the High Court it was held that: 

(1) ROSHER was guilty of fraud by misrepre- 
sentation and concealment whereby the 
plaintiffs had been induced to enter into the 
agreement; 

(2) the defendants were liable to the plaintiffs 
for the fraud; and 

(3) by reason of the fraud the plaintiffs had 
suffered loss and damage of some £6,000. 


The defendants, other than ROSHER, appealed 
successfully to the Court of Appeal, but in the 
House of Lords the decision of the High Court 
was restored. Lorp OaksEy was of the opinion 
that.on a true construction of the minute referred 
to, it was clear that RosHER was appointed agent 
on behalf of all the shareholders to negotiate the 
sale of the shares, not merely to accept a specific 
offer on their behalf. In the circumstances the 
shareholders were responsible for any fraudulent 
misrepresentations he made in the negotiations, 
including the continuing representation made - 
before the meeting. | 

The decision will bring satisfaction to the 
layman, for where shareholders are enriched 
by the fraud of someone employed by them 
to sell their shares, it is right that they should 
restore to the defrauded persons the money 
lost. It would seem, however, that a share- 
holder who did not attend the meeting could not 
be liable in respect of an authority given there, 
unless of course he ratified it in some way. 
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ELECTING A DIRECTOR-I 


by S. D. TEMKIN, M.A., LL.B. 


The familiar limited liability company is an artificial person, and it can act only 
through human agents. At the head of its affairs there must be directors, who 
are usually invested with full powers of management. Company officials are 
constantly required to deal with the appointment of first or subsequent directors, 
and these two articles may help the student to familiarize himself with the subject. 


EFORE the Companies Act, 1929, came into 

force it was not necessary for companies 

to have directors, though they almost 
invariably did. ‘The Act of 1929 for the first time 
made it obligatory for a public company registered 
after the commencement of the Act to have at 
‘least two directors. Private companies were not 
affected; but now, by the Companies Act, 1948, 
Section 176, a private company must have at 
least one director, and a sole director shall not 
also be secretary (Section 177 (1)). It is not neces- 
sary that the term ‘director’ should be used. That 
is the expression used in the Act, and most com- 
panies prefer to follow it; but by Section 455 (1) 
the term ‘includes any person occupying the 
position of director by whatever name called’. 
The term ‘council’ or ‘board of management’ or 
‘governors’ might be adopted, though, as these 
‘descriptions are generally associated with charit- 
able bodies, most private companies will doubt- 
Jess consider themselves well advised to retain 
the term consecrated. by business usage. 
, How are directors appointed? The Companies 
Act contains many detailed provisions concerning 
‘directors — their remuneration, retirement, re- 
moval, etc. — but, except negatively, it does not 
‘bind companies as to whom shall appoint 
‘directors or the means whereby they shall do it. 
‘These are matters usually governed by the 
-articles, the form of which depends on the com- 
_pany’s own wishes. If the company does not 
register special articles, or to the extent to which 
the special articles do not exclude. or modify 
‘Table A, then the articles in Table A apply (Sec- 
tion 8 (2)). In the majority of cases the general 
‘scheme of Table A is adhered to, though there 
may be modifications in detail. 

Under Article 75 of Table A - 


“The number of directors and the names of the 
first directors shall be determined in writing by 
the subscribers of the memorandum of association 
or the majority of them.’ 


Thus, if John Jones wishes to convert his green- 
grocer’s business into a private limited com- 
pany, and he and his wife Martha Jones each 
subscribe the memiorandum for one share each, 


then they can, if they please, forthwith sign a 
resolution determining that the company shall 
have two directors and appointing themselves. 
They are not limited to two, nor does the fact 
that, as the two subscribers they are the only 
members of the company, limit their choice. 
The Companies Act does not oblige directors to“ 
hold any shares; again the situation depends 
on the terms of the articles, and the current form 
of Table A (Article 72) provides: 


‘The shareholding qualification for directors” 
may be fixed by the company in general meeting, 
and unless and until so fixed no qualification shall 
be required.’ 


Thus if John Jones doesn’t want his wife to be 
saddled with directorial responsibilities and 
wants his manager Jack Smith to be a second 
director though without acquiring even a nominal 
stake in the company, the two subscribers can 
appoint John Jones and Jack Smith as the first 


directors. 


Non-members as Directors 


It would be inconvenient to have gute 
who are not qualified to attend general meetings. 
By Table A (Article 55) the chairman of the 
directors is chairman of general meetings, and 
in the event of a-tie he has a ‘second or casting 
vote’. As Article 62 speaks of every ‘member’ 
having one vote on a show of hands and one vote 
per share on a poll, it is difficult to visualize the 
position in relation to general meetings of a 
chairman of directors who was not himself a 
member. 

Further, it might be dangerous in a small 
private company -say where there are three 
member-directors — to have a situation in which 
non-members could be introducéd on to the 
board without needing to acquire any interest in 
the company. In practice, therefore, articles 
require a director to hold a qualification share,, 
and where this is the case the Act requires him 
to obtain his qualification within two months 
after his appointment (Section 182 (1). A 
director does not lose his qualification by mort- 
gaging his qualification shares. 


April 10th, 1954 


Permanent Appointments 
Moreover, in practice it is not left to the sub- 
Seribers to the memorandum to fix the number 
of directors or to name the first directors, for the 
articles of association usually make provision to 
this effect. In the case of private companies it is 
usual for the articles themselves to name the 
first directors and to provide that unless other- 


wise determined by a general meeting the number: 


of directors shall not be less than two nor more 
than five. Further, in the case of private com- 
panies, it is usual to provide that those named as 
first directors shall be permanent directors, 
subject only to death, resignation’ or ceasing to 
hold a stated number of shares. (This number of 
shares- is not a nominal qualification but is 
usually a substantial proportion of the total 
capital.) a 

Such a provision does not have the full effect 


„which it had before the Companies Act, 1948, 


Mea 


I 


came into force. In those days a director holding 
office under such an article was irremovable 
except, of course, if the company, acting by a 
three-quarters majority, passed a special resolu- 
tion altering the articles. Now by Section 184 (1), 


‘A company may by ordinary resolution remove 
a director before the expiration of his period of 
office, notwithstanding anything in its articles or 
in any agreement between it and him.’ 


Thus a life appointment embodied in the articles 
can now be nullified by a simple majority at a 
general meeting. 


H 
V 
+ 
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Crown Immunity from Income Tax 


By a majority of three to two, the House of Lords has 
made a remarkable extension to the doctrine of 
Crown immunity from income tax. The immunity 
has been extended to income arising on enemy 
property while it was vested in the Custodian of 
Enemy Property, notwithstanding that the income 
was subsequently paid over to the original owner of 
the property. It is certainly an odd quirk of the law 
which, in the name of Crown immunity, deprives 
the Crown of large sums of tax. 

A Dutch banking company, owned by a Hungarian 
living in Switzerland, had deposited gold worth some 
£2 million in London before 1939. The gold vested in 
the Custodian of Enemy Property who sold it and 
invested the proceeds. These passed to the Adminis- 

rator of Hungarian Property who eventually paid 
them to the Bank. The income of the proceeds had 
been taxed in the Custodian’s hands, but the Bank 
claimed that the Administrator of Hungarian 
Property should make no deduction in respect of this ` 
tax. The Bank’s claim succeeded in the High Court “ 
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Nevertheless, it must not be thought that since 
the enactment of Section 184 (1) there is no 
point in having articles which appoint permanent 
directors. Retirement by rotation and subsequent 
re-election involves formalities, and, though 
these need not be very elaborate, small companies 
do not always find it easy to cope with them. 
Moreover, the position which might arise in 
‘a company with two shareholders having equal 
voting power and governed by Table A has 
to be considered. Under Article 92, where a 
director retires by rotation and the company makes 
default in filling the vacancy, 

‘the retiring director shall, if offering himself for 
re-election, be deemed to have been re-elected 
unless at such meeting it is expressly resolved not 
to fill such vacated office or unless a resolution for 
the re-election of such director shall have been put 
to the meeting and lost’. 

Now with the voting power equally divided 
Between two warring factions, there being no 
casting vote, it might be that a ‘resolution for the 
re-election of a director might result in a tie. 
Such a resolution would, it is conceived, be 
‘lost’ within the meaning of the article. But if the 
respective parties held to their same positions, 
an ordinary resolution under Section 184 (1) to 


remove a director would also result in a tie and, 


therefore, also be lost. To that extent at least a 
permanent director is in a safer position than is a 
director retiring by rotation under Table A. 


(To be concluded.) 


= 
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but was unanimously rejected by the Court of Appeal. 
Now, the House of Lords has restored the decision 
of the High Court (Bank voor Handel en Scheepvart 
N.V. v. Administrator of Hungarian Property (The 
Times, April 2nd, 1954)). Lord Reid said that the 
Custodian was a servant of the Crown and clearly 
had received the income in the course of his official 
duties. We should add that under the trading with 
the enemy legislation of the last. war, the enemy had 
no rights in the property which vested in the 
Custodian; the rights were in suspense until the 
Crown ‘decided who was to have it. Nevertheless, 
the decision is a little startling, and it 1s not surpris- 
ing that two members of the House of Lords and all 
three judges of the Court of Appeal held otherwise. 


Balancing Charge on Transfer of a Business 
The Finance Act, 1952, made sweeping changes in 


-the rules relating to balancing allowances and 


charges, but the doubt created by the old law has 
caused a good deal of litigation which now appears 
to be in its final stages. A Scottish Court has held 
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that where a business is transferred as a going cog{ern, 
the sale of the plant does not take place ‘before the 
trade is permanently discontinued’ and accordingly, 
if this sale took place before July gth, 1952, no 
balancing allowance or charge can be made (C.I.R. v. 
John Barr ([1953] 32 A.T.C. oi In the High Court 
in England a different decision was reached. Accord- 
ingly, in the Scottish case referred to,. the Crown 
appealed to the House of Lords. The House of Lords 
did not call upon the Crown’s representative to 
argue, from which it may be inferred that the 
Crown’s appeal will succeed. It is necessary to stress 
that this litigation is relevant only to sales etc. taking 
place before July ob, 1952, but it is understood that 
there are a great many such cases awaiting a final 
determination. 


Lump-sum Damages and Income Tax 


When a man sues for damages in respect of personal 
injuries, and one item in the damages is loss of 
earnings, should the Court take into account the fact 
that the earnings lost would have been subject to high 
income tax and surtax rates, and reduce the damages 
awarded accordingly? ‘The Court of Appeal has held 
that tax liability should be disregarded (Billingham v. 
Hughes ({1949] 28 ATC 84)), but the British Trans- 
port Commission is taking the matter before the House 
of Lords (Gourley v. British Transport Commission 
(The Times, April 2nd, 1954)). In the latter case, Mr 
Justice Pearse awarded the plaintiff a total of £47,720 
in respect of injuries suffered in a railway accident, 
and consequent other losses. He said that if he had had 
to take taxation into account he would have awarded 
only £16.695, but he was precluded from doing so by 
the Court of Appeal decision. He mentioned that the 
Transport Commission wished to have the point 
finally decided in the House of Lords and had agreed 
to pay the plaintiff’s party and party costs. 


Accounting Research Lecture 


Professor F. Sewell Bray, F.c.a., F.S.A.A., Stamp- 
Martin Professor of Accounting, delivered a research 
lecture at the Incorporated Accountants’ Hall on 
Tuesday of last week on the subject of accounting 
dynamics. The essential task of accounting dynamics, 
in Professor Bray’s own words, ‘. . . is the isolation 
and magnification of changes in accounting aggregates 
in order that we may study the changing economic 
pattern of an accounting entity’. He grouped changes 
in accounting aggregates into three classes — first, the 
differences disclosed by a comparison between the 
figures for two accounting periods, consecutive or 
otherwise; second, the variances between budgeted 
and actual results; and third, the differences between 
expected changes and realized changes, including 
such involuntary variations as ‘unpremeditated 
deviations from investment intentions’. The first and 
the third of these, he thought, were the main concern 
in the study of accounting dynamics. Professor Bray 
made many acute observations on the relationship 
between accountancy and economics in this connec- 
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tion, and proposes in a subsequent lecture to consider 
in more detail the approach to the interpretation of 
accounts with a view to diagnosing symptoms—o 
change and the implications which may be drawn 
from it. 

The Balance of Payments 


It was already known that the balance of payments 
for the year 1953 was £30 million less at £225 million 
than the year before. The detailed figures have now 
become available in a White Paper? issued on Monday. 
From this it becomes clear that the rate of surplus 
was twice as large in the second half of the year as 
in the first half. The main features are summarized 
in the statistics given in the table below: 


Balance of current 
transactions ex- 
cluding defence 
aid net (credit, 
+; debit, —) .. 


of which: 
(a) visible trade 
(b) invisible: 
Government 
other 
total 


Defence aid — grant 
less U.S. share 
of counterpart.. 


Balance of current 
transactions in- 
cluding defence 
aid net (credit, 
+; debit, —) .. 





+255 


Taking the year as a whole the position both on 
visible and on invisible account was slightly inferior 
to that in 1952. The change on the year was small and, 
of course, the position improved as time went on. 
But there were some fairly large swings in the results 
as between the United Kingdom and the world’s 
large trading areas. There was indeed a sharp deteri- 
oration in this country’s visible trade with the sterling 
area and an improvement in the balance with the 
world outside the sterling area. The net deterioration 
in the first case was £ 158 million and the net improve- 
ment in the latter £188 million ~ which accounts for 
the fall of £30 million. The decline in the visible 
balance with the sterling area was caused by the 
import restrictions imposed by certain Common- 
wealth countries in 1952. = 

One of the encouraging features of the figures is 
the increase in overseas investment. This is a residual 
item and furthermore no split-up is given of the kind 
of capital exported or of the type of investor. But an 
improvement in net investment from £84 million in 
1952 to £207 million last year, suggests that even whtn 


1 Cmd. 9119. H.M.S.O, Price 2s 3d. 
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allowance has been made for the tentative nature of 
these figures there was a substantial improvement in 
the-rate of overseas investment. 


The Exchequer’s Year 


The fiscal year-1953-54 ended with a surplus of 
£93°6 million on ordinary revenue and expenditure. 
This was slightly lower than had been originally 
estimated at the time of the Budget last year, but 
when the supplementary expenditure for the year is 
allowed for, the outcome is considerably better than 
had been expected at one time. These supplemen- 
taries were expected, to take a further £223 million, 
but the moneys were not completely spent, so the 
year concluded £208 million better than had been 
expected. l 

It had been expected, too, that there would be a 
substantial deficit on the capital account, a short-fall 
of £549 million being written into last year’s Budget. 
During the year, however, local authorities have been 
able to raise their finance without calling to the full 


- extent of the estimates for loans to local authorities - 


and this made a major contribution to a cut in the 
‘below-the-line’ deficit which in all amounted to £158 
million, giving an actual deficit on the capital account 
of £391 million. 
, Qn the side of revenue, income tax and profits tax 
' failed to produce as much as had been estimated, but 
excise: duties were buoyant—as might have been 
expected in a year of rising industrial activity. It has 
been on the expenditure side, however, that the 
principal gains have been achieved, for the outlay on 
defence by the supply services to the armed forces 
failed to come up to estimate. Total revenue for the 
_year was £4,368 million on ordinary account; and 
expenditure was £4,274 million. On the capital 
account, receipts were £183 million and payments 
£574 million. 


~ Receding Recession? 


The Ides of March may yet prove to. have been full 
of ominous portent for the Republican Party in the 
United States. President Eisenhower let it be known 
some time ago that if there were not an improvement 
in the state of American business in March of this 
year, his Administration would begin to take steps 
to offset the recession. An optimistic interpretation 
of events could be expected to be aided by a seasonal 
upswing of activity at this time of the year. In the 
event, it is proving exceedingly difficult to take a 
really positive line on the information provided by 
the March statistics so far available. 'There is a strong 
„body of opinion which avows that it has heard the 
first rustle of spring, but on cross-examination they 
‘cannot say exactly where. 
The figures give a faint indication that there has 
been a levelling off in the downward movement. 
Certain prices are hardening and reports of capital 
‘investment by companies have taken a turn for the 
better. On the other hand, retail results are still dis- 
appointing. So far, only figures for the earlier part of 
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March are available and if there has been an upswing 
of activity. last month, the statistics will get better as 
the next few weeks pass. At the moment there is 
nothing really stronger to go on than that American 
sentiment feels that the worst is over — and this 
could, of course, be a very powerful factor in itself. 


Industrial Activity in Scotland 
Last year, economic activity in Scotland kept pace 
with the rate of output in the rest of the United 
Kingdom. According to the Survey of Economic 
Conditions in Scotland prepared by the Clydesdale 
and North of Scotland Bank, industrial production 
increased in 1953 by 5 per cent. The survey doubts, 


however, whether the increase was uniform over all - 


industries. Building and textiles had a successful year 
but experience was somewhat mixed in shipbuilding 
and engineering. Those industries which are depen- 
dent on shipbuilding, and they are numerous in 
Scotland, have also had a mixed experience with a 
contraction as well in the entries in the order book. 

Business sentiment in Scotland always seems to be 
slightly more apprehensive about the future than it 
does south of the border. This is, however, not 
surprising since so much of Scotland’s prosperity is. 
bound up with the prospects of the heavy industries 
and with the export market. In these matters it is. 
very much a case of what Scotland feels today England 
may feel tomorrow — but that is of small consolation 
to the Scots. 


_ 5B.LS.F. and the Steel. Pool 


‘The British Iron and Steel Federation has left little 
doubt about its views on the ‘association’ of Britain. 
with the European coal and steel community now in 
existence under the Schuman Plan. An approach was 
made some time ago by M Monnet, the -chief 
executive of the High Authority set up under the 
treaty tö which the ‘Schuman’ countries adhere, in 
which he suggested that the time had come for this 
country to form some kind of association with the 
steel pool. The precise terms of his proposals have 
not been divulged. ` 

In an article in the latest issue of its monthly. 
bulletin, the Federation shows that it views with 
evident distaste a political arrangement between 
governments which would bring some form of 
regulation to the British iron and steel industry. The 
Federation does not think that there is any feasible 
half-way position between some form of loose associ- 
ation and full fusion. The latter would mean an im- 
mediate surrender of a degree of national sovereignty 
which is already unacceptable to the Government, and 
the former, so the Federation thinks, would mean a 
gradual surrender of sovereignty. Instead, the 
Federation suggests that there should be an agree- 
ment with the Community on tariffs, exports and 
investment policy. The Government now knows 
that if it goes further with the Monnet proposals it 
does so in the face of the strongest disapproval of the 


industry concerned. 
£ 


H 
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FINANCE AND COMMERCE 


Now that the Budget is out of the way, at least as an 
immediate stock-market factor, the main investment 
consideration is likely to turn on new issue activity. 
The pre-Budget period was more than ordinarily 
busy for the new issue market, but the manner in 
which small colonial and corporation offers were 
brought forward suggests that the borrowing queue 
is long. Some sizeable Commonwealth financing 
operations are expected within the next few months. 
In addition the Iron and Steel Realization Agency 
may attempt another steel share offer before long, in 
which case it is to be hoped that the Lancashire 
Steel debacle will not be repeated. 

Although the Budget has not fulfilled speculative 
hopes, it is generally regarded as sound. After some 
hesitation the markets’ advance was resumed. 


Bylock Publicity 


The reprint this week gives the accounts of Bylock 
Electric Ltd, a company engaged in the production 
of vacuum cleaners, floor polishers, electric irons, 
fractional horse-power motors, etc. It is an expanding 
business which is outgrowing its production space but 
has been unable to obtain permission to extend its 
factory on to its own land. Additional accommodation, 
however, has been obtained in the neighbourhood. 
These accounts caught our attention by the 
illustrations of the company’s publicity and advertis- 
ing which were tucked into a pocket in the outer 
cover. The use of a company’s annual report to 
extend publicity for its products has been one of our 
points of comment in the past, and it was interesting 
to see our remarks bearing fruit. The leaflets, in 
colour, give descriptions, pictures and prices of 


several appliances which shareholders might well . 


need in their own homes. 

There is an intriguing little item in the accounts. 
A mere £6, the cost of a quoted investment, but 
evidently well-chosen. Market value at balance sheet 
date was £30. It is the most curious item we have 
seen in company accounts for some time. Why only 


£63 


Selling and Leasing 


The statement by Mr J. M. Pigott with the accounts 
of Manfield & Sons Ltd, shoemakers, puts the light of 
practical experience on the question whether it is 
good financial policy to sell property (and consolidate 
the inflation profit) and to lease the property back. 
This company has done it and has yet to reap the 
benefit from the increase in capital resources. 

The chairman describes how the company has in 
the past three -years pursued a policy of expanding 
its retail outlets on a basis more broad and compre- 
hensive than ever before in its history. A considerable 
number of new Manfield shops has been opened. 
Acquisition of the Morton group brought in a chain 
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of 100 additional outlets. It was to have been expected 
that the profitability of the whole undertaking would 
benefit once leather prices stabilized. 

Despite the general recovery in the trade, however, 
expectations were not realized. Two main reasons are 
given: stocks at the end of 1952 had been depleted in 
an effort to regain financial liquidity after the 
acquisition of the Morton chain; and the organization 
did not provide with sufficient speed the specialized 
requirements of the Morton shops. 

But, it is added, while property sales provided 
additional resources which helped to finance the 
Morton acquisition and to provide extra working 
capital, it also involved rental charges which have-net- 
yet been offset by increased income from trading. 


Chatham Reliance 


Mr Walter Bliss, chairman of the Chatham Beliancg 
Building Society, served his shareholders — and the 
Building Societies Association — well, when he ex- 
plained at the annual meeting his Society’s financial 
position. Total assets, he pointed out, amounted to 
£1,450,308, with reserves of £102,000. Membership 
of the Association, Mr Bliss pointed out, entails the 
maintenance of a reserve of not less than 5 per cent 
of total assets. For all societies last year, the figuré 
was 6°71 per cent. Chatham’s figure was 7°03 per cents 

Association members are required to hold 5 per 
cent of total assets in gilt-edged securities. Chatham’s 
margin, said Mr Bliss, was ‘well in their favour’. It 
would have been better to have .given the actual 
figure but his description was at least reassuring. —-.—~ 

The existence of this Association and the standards 
it imposes are worth noting. There has in recent years 
been founded a number of societies financed to a 
considerable extent on bank loans and unable to 
present those safeguards which the long experience of 
the building society movement shows are worth 
maintaining. 

The building society system, however, has grown 
into a savings movement in which investors expect 
liquidity of their capital not far removed from the 
liquidity of a bank deposit. Some investors lately 
had found that their capital, though safe, had not the 
liquidity they expected. 


Swallow Bonus 


A capitalization of £168,000 by Swallow Raincoats, 
Ltd is interesting in that part of the amount is being 
obtained from a premium on preference shares 
account. The capitalization gives to ordinary share- 
holders a further 1,680,000 2s shares on the basis of 
two new shares for each share held. 

Of the £168,000 required, £148,929 19s 2d is taken 
from undivided profits. A further £7,717 9s 10d 
represents the balance standing in the excess profits 
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tax post-war refund suspense account. The remaining 
£11,352 11s od capitalizes for the benefit of the 
ordinary shareholders the balance in the premium on 
reference shares account. 


J. Samuel White 


Mr J. A. Milne, the chairman of J. Samuel White & 
Co Ltd, the boat builders, draws attention to the 
withdrawal of the liability for future income tax from 
the “Members interest’ group in the balance sheet 
and its insertion as a deduction from ciirrent assets 
in conformity with modern accountancy’. In the 
accounts to September 1952, “1953-54 Income tax’ 
was included as a revenue reserve. This year, the 
future tax is a separately stated provision added to 
the total of current liabilities shown by deduction 
Tom current assets. 

A further change in the accounts results from the 
advantage taken of clause 32 of the 1953 Finance Act 
whereby conditions attached to the excess profits tax 
post-war refund were abolished. To the extent of 
£89,420, the balance of the refund account has gone 
to general reserve and the minor amount of £583, 
having reference to a subsidiary, to plant and 
equipment replacement reserve. 


Money Market 


Maintaining the bid at £99 os 5d, the market obtained 
58 oer cent of its Treasury bill requirements on 
April 2nd, and the entire £270 million of bills offered 
was allotted at the average discount rate of £2 2s 4:o1d 
per cent. Applications were some £6 million lower 
at £399,040,000. This week’s offer is £270 million. 


à BYLOCK ELECTRIC LIMITED 


Consolidated Profit and Loss Account 
for the Year ended July 3Ist, 1953 

















1952 
R £ 
Trading Profit, after charging all expenses of 
trading and management other than those 
30,388 deducted below See N Di 
) 
í Deduct Directors’ Remuneration: 
‘5,500 Management Salaries .. e Se .. 5,500 
f ' 608 Management Commission .. SS SS 480 
6,108 5,980 
262 Auditors’ Fee .. ie E A ae 262 
Interest Payable (Gross): 
1,440 Mortgage Interest .. Sa .. £1,486 
_ 358 Loan Interest, etc. .. e vw 305 en 
5,644 Depreciation of Fixed Assets..  ..  . 5900 
13,812 ; 
16,576 Net Profit before Taxation .. ae e 
Deduct Provision for Taxation based on the 
Profit for the year: 
6,225 Income Tax wi es ge ia .. 7,325 
1,875 Profits Tax ` we we 24 








8476 Net Profit after Taxation va s% 
14,197 Add Balance at July 3}se, 1952, brought forward 


22,673 





Deduct Dividends Pald and SES ee in- 
3,937 come Tax) (See Note 4) A SS 


wmgmgueereumrmuegg 


Undistributed Profits of the Group at July 
18,736 3tse, 1953, as per Consolidated Balance Sheet 


1,373 Deduct Amounts retained by Subsidiaries d 


Undistributed Profits of Bylock Electric 
Led at July 3lse, 1953, as per Parent poms 
£17,363 pany’s Balance Sheet .. g va 


Kaderen 
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27,439 


13,933 
13,506 

















£15,847 





BYLOCK ELECTRIC LIMITED 


Notes on the Accounts 


i. There is a Contingent Liability in respect of Bills Discounted amounting to £63,788, 85 per cent of this has been covered by Insurance, 


2. There were outstanding Capital Commitments at July 3lst, 1953, amounting to £2,700, 


3. Fixed Assets 
Detalls are as follows: 


Freehold Land and Buildings .. Se Wé e 
«Plant and Machinery . a% we wa 
Furniture, Fittings and Fixtures d e Se 
Motor Vehicles .. we we Ss ws s. 


4. Dividends ` 


At Valuation 











The amount shown In the Profit and Loss Account fs TS up as follows: 
Additional amount pald in respect of Dividend for the-year ended 
July 3Ist, 1952, due to reduction in rate of Income Tax from 9s 6d 


to 9s In the £ 
R Proposed Dividend of 20 per cent (less Income Tax) 


5. Movements on Capital Reserve are as follows: 
Balance at August Ist, 1952 eee ne 


Deduct Cost of Capital Increase... a os 


Balance at July 3ist, 1953 ae o> oe D 











ated Provistons 
January 3! st, for 
47, and Depreciation Net 
Additions at Cost to SR Amount 
iw á 40,310 4,964 35,346 
dle ‘ 43,691 16,675 27,016 
Ce ` 11,613 4,638 6,975 
Si Sg 9,792 5,079 4,713 
£105,406 £31,356 £74,050 
we or £188 
ows a” 4,950 
£5,138 
2 Parent 
Company Group 
ean ` Lé CAR LA) 38, B90 e 38,767 
i oe we " to 750 ` 750 
ae KE "rn of £38,140 £38,017 


ee li 
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The Editor does not necessarily agree with, or hold himself responsible for, the opinions expressed. 


Liquidation of Wholly-owned Subsidiary: 
_ Capital or Revenue ? 
Sir,-A. Ltd, the parent, owns the whole of the 
capital of B: Ltd, one of its subsidiaries. There 
were no pre-acquisition reserves in B. Ltd. 
The last balance sheet of B. Ltd showed net assets 
of £180,000 represented by: , 


Ordinary stock 100,000 
Capital reserves 30,000 
Revenue reserves .. 50,000 
ee Se S 
£180,000 





and in the consolidated balance sheet, the revenue 
reserves of B. Ltd, £50,000, were shown among 
"the group revenue reserves as representing post- 
acquisition profits not distributed. 

Since the date of the last balance sheet it has been 
decided to liquidate B. Ltd and to combine its 
business with that of A. Ltd. The assets and liabilities 

‘are to be taken over at book values and for the 
purposes of this letter it has been assumed that 
B. Ltd has made neither profit nor loss since the date 

| of the last accounts, nor paid any dividends. 

The investment in B. Ltd stands in the books of 
A. Ltd at par (its cost) so that upon liquidation of 

' B. Ltd, A. Ltd will receive net assets of £180,000, 
representing a surplus of £80,000 on the book-value 
of its investment. 


, How is this surplus of £80,000 to be dealt with by - 


A. Ltd in its own books and in future consolidated 
balance sheets? 

One view is that the surplus received by A. Ltd 
from the liquidator represents a capital receipt the 
whale of which should be credited to capital reserve. 

Another view is that as B. Ltd was wholly-owned, 
the balance of profits earned for the group and 
remaining undistributed by-B. Ltd is clearly identifi- 
able and A. Ltd is entitled to regard such undis- 
tributed profits of B. Ltd as being included in the 

| proceeds of realization, so that {50,000 of the surplus 
(the equivalent of the revenue reserves) may be 
credited to revenue by A. Ltd if so desired. 


quent consolidated accounts in line with the last 


account so far as the allocation of reserves between _ 


capital and revenue is concerned, and, disregarding 
legal niceties, would appear to represent the common- 
sense treatment. The advocates of the first view, 
however, argue that the only distribution that a 
liquidator can make (whether in respect of a wholly- 
owned subsidiary or of any other company) is one 
of capital, and consequently any surplus over book 
value received by A. Ltd is necessarily (i.e. legally) 
impressed with the nature of capital. Thus, subse- 


quent consolidated balance sheets must reflect a 
transfer of {50,000 from revenue to capital reserves. 
It is recognized that one way of ensuring that 
revenue reserves in B, Ltd reach A. Ltd as revenue 
is for B. Ltd to declare a dividend before liquidation, 
Your readers’ views on this problem would be 
appreciated. 
Yours faithfully, 
CASTLE VIEW. 


Cattle on the Herd Basis 
Sir, — An important point, which I do not think is 
fully appreciated by some of our farmer clients, on the 
herd basis is this: 

“Assume that the farmer sold most of his herd a 
few years ago for an average of {200 per animal. 

Since then he has been bringing animals into his 
herd from his farm (when the pedigree cow has ‘its 
first calf) at a cost of {50 each. 

Now he has to bring into his taxable profit £200 
less £50 for each animal having its first calf. 

With ten animals he would have to bring in 
£1,500 for tax purposes, which is three times what 
the animals have cost him. 

It would seem that it would pay the farmer hands 


„down to sell his cattle before maturity. 


He comes to his accountant for advice. 
_I wonder what my fellow practitioners think? 
Yours faithfully, 


Evesham, Worcs. WILFRED TULLETT. 


E 


‘On Being Audited’ 


SIR, — Your reprint of the lecture ‘On being audited’ 
(March 2oth issue) is the sort of reading an auditor 
needs from time to time, like a look into a mirror. 
I would, however, like to say a few words about audit 
working papers and Mr E. H. Davison’s puzzlement 
on this point, as this is a subject to which I have given ` 
a good deal of thought. 

I have found that the compilation of adequate 
audit working papers is a most essential part of any 
audit, particularly where the auditor has to prepare 


- the final accounts and the tax computations, and in 
This latter method would, of course, keep subse-. 


any case where the system in use results in un- 
informative accounts. 

This enables the drafting and typing of the final 
accounts, and the agreement of taxation liabilities, 
to be done without further reference to the actual . 
books. Also questions arising in the future about 
matters .relating to earlier accounts can often be 
cleared up very quickly by reference to well-prepared 
and well-indexed working papers. Surely this lessens 
the-burden of audit on the company concerned? 

But this is only half the value of working papers. 
To my mind, if the auditor carries out his audit on 
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the basis of building up a good set of working papers, 
he is more likely to carry out an effective audit than 
if he faithfully follows the usual sort of audit pro- 
gramme, and probably with less detailed checking 
involved. 

The result may well amount to ‘what is virtually 
an annotated copy of the books’. But what of it? 
Personally, that is usually what I set out to achieve. 
The object, of course, is not to copy the books, but 
to arrive at the same result by different, and often 
short-cut methods, and to break up and condense 
great masses of clerical work into highly informative 
_summaries and schedules. This is the whole key to 
the preparation of working papers, and there seems 
to-me no more efficient way of throwing out the odd 
and the unusual in any set of books. This method of 
approach is also stimulating and forces the auditor 
to concentrate, whereas a heavy programme of detail 
checking has just the opposite effect. 

I completely agree that the auditor should ask for 
the very minimum of schedules from the company’s 
officials. The mere possession and retention of sched- 
ules is useful and often essential, but the actual 
preparation of the schedules by the auditor himself 
is the core of the audit work. There ts here great scope 
for skill and ingenuity, and the absolute necessity for 
the auditor to be honest with himself. By this I mean 
that the auditor should put nothing down on his 
working papers unless he knows exactly what it is all 
about, or unless it is in the form of a question, 
against which the answer will be in due course 
inserted. ) 

For my part, I have found that the preparation and 
Jayout of audit working papers is something I can 
improve on each year, and that often new and better 
systems of ‘accounting are revealed, which are 
willingly adopted by the client. As a final step before 
closing the file of working papers, I prepare a schedule 
of work done, and I find this preferable to starting off 
with a programme of work to be done. 

Yours faithfully, 

Malta. E. R. ARRIGO, A.C.A., RAA 
[Mr E. H. Davison writes: I never intended to imply 
criticism of adequate audit working papers, and clearly 
what is adequate must differ with differing circum- 
stances. Any papers necessary to the audit as an audit 
or to tax work must obviously be provided if the books 
themselves are inaccessible, but nothing more. The 
place for full information is the books of the company 
and the right way to repair deficiencies in the books is 
not to my mind to re-write them elsewhere.] 


Taxation and Business Expenses 


SIR, — An employee of a client with a considerable 
export business was put to considerable personal 
discomfort and inconvenience last year in undertaking 
a four-week business trip to South America. On his 
return, he was required by the local Inspector of 
Taxes to detail total expenses incurred in the amount 
of £283. He has now received a letter from that 
office in the following terms: 
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‘In the schedule you enclosed, there appears to be 

a number of items which were not wholly, necessarily 

and exclusively incurred in the course of the 

performance of your business duties during the trip™ 

For instance, the personal luggage and clothing is 

obviously desirable but is not strictly necessary for 

the conduct of the business. Further, there are 
several of what appear to be purely personal items, 
such as private communications home, photographs, 
books, etc. 
‘It seems to me that there would appear to be 
certain amount of reciprocal entertaining and I do 
not feel disposed to allow the whole of this item. 

Similarly, with expenses during the times you were 

not engaged on business, such as weekends, I feel 

that some disallowance should be made.’ 

It should be explained that the personal luggage 
and clothing referred to comprised a tropical suit and 
a canvas holdall, costing in total £33, and entertaining 
was less than £40. 

It is not difficult to appreciate the feelings of this 
gentleman the next time his company ask him to 
undertake a business trip abroad and as this is only 
one example of what now appears to be happening 
all over the country, the possible effect, apart from 
anything else, on the struggle for export business is 
somewhat disturbing. One is-entitled to ask for how 
long this state of affairs is to be allowed to continue. 

Yours faithfully, 


Birmingham. A. A DAVIES. 


The Universities Scheme 


Sir,~I was interested to read Sub-Lieutenant 
Hayward’s letter, published under the above heading 
in your issue of March 6th. As one who, albeit a 
long time ago, ‘did it the hard way’, perhaps I may 
be allowed to contribute. l Zoe 

A victim of the hardy old fallacy that an aptitude 
for figures automatically makes a good accountant, 
J entered upon my three years’ articles with a 
mathematics degree and everything to learn. The first 
week was largely spent in an unhappy realization that 
the decimal system is no great help with our anti- 
quated currency (the pence column would mot come 
right!), after which I had a seeming endless preview 
of ‘sweat, blood, tears and toil’. I made it, as our 
cousins say, but with the maddening realization that 
had I read law instead of mathematics it would not 
have been necessary to do all the work in half the 
time, I should have been of more use in my chosen 
profession, and would have had better prospects 
initially in it. 

Today, as then, I would strongly advocate first 
taking a degree in law and then proceeding with the 
abbreviated period of articles which, relieved of th 
necessity for more than an occasional refresher cours: 
on half the examination syllabus, would enable a 
more mature brain to cope with the remainder, if not 
exactly at leisure, with some prospect of regular 
relaxation. 

Yours faithfully, 


Madras, India. R. G. N. PRICE. 
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Replacement Cost 


sm, - It is a pity Mr Arnold rejects, without examina- 

ptiori, the economists’ concept of income and wealth 
(issue February 13th), and proceeds to repeat the 
same example of money terms concept of income 
Lee with an addition that: 


. .. if an individual made a profit of £500 in 1939 
Wé £500 in 1954, he would automatically take into 
account the fall in purchasing power’, 


This is a contradiction, for application of money 
terms concept of income achieves exactly the 
opposite effect; it automatically prevents ‘his normal 
individual’ taking into account the fall in purchasing 
power of money. 
It is indeed unfortunate that the ‘principle of 

continuity’ has been misrepresented. , 
*-—Mr Arnold substitutes the ‘policy problem’ for the 
principle of continuity when he writes that: 


“This is a matter for decision by the Government 
and... it has no connection with the measurement 
r= of income’, 


i understand the ‘principle’ to be: 


‘< . . the economist’s technique ... is based on 


the assumption of permanent continuity in produc- 
tion . . . where... capital is being added to, not 
liquidated . . . repayment of original money in- 
vestment to the original investors is not a process 
frequently found in reality.” 


I find that at the end of 1952 there were 277,664 
companies on the register and during the same year 
3,323 winding-up proceedings were begun, of which 
2,878 were voluntary liquidations and only 445 
compulsory liquidations.2 Owners may change, as in 
the case of ‘take-over bids’, but: 


“< . . the organization of fixed installations and their 
.power to provoke a stream of goods and services, °? 


usually remains without much change. 

To suggest, as Mr Arnold does, that the principle 
of continuity has no connection with the measurement 
of income, is to misunderstand, to my mind, an 
underlying problem of depreciation. 

I read: 


‘Depreciation accounting, based as it is on an 
estimate of the useful life of assets, must be regarded 
as implicitly assuming that the enterprise will endure 
longer than any unit which is included in that 
accounting.$ 


Elsewhere: 


s. « continuing entity concept .. . implies the 
maintenance of all such facilities as will secure the 
operating or functional ‘existence of an entity: 






Precision and Design in Accountancy, by E. Sewell Bray 
Gee & Co (Publishers) Ltd). (pages dire 18),. 
‘Companies — General Annual Report’ by the Board of 
Trade for the year ending December 31st, 1952. H.M.S.O. 
3Precision and Design in Accountancy, by F. Sewell Bray 
(page 132). 

‘Changing Concepts of Business Income. Report of Study 
Group on Business Income (The Sar Co, N.Y.) 
1952 (page 23). 
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equally this implies the maintenance of an ability to 
earn income as well as keep itself in being.’® 
In regard to the problem of ‘expansion and 

contraction’ of a certain industry (into which Mr 
Arnold digresses), I should like to quote A. R. Prest, 
who, while discussing ‘Replacement cost depreciation’ 
wrote: 

“Whereas we may agree and hope that the society 

v as a whole will at least preserve its stock of physical 

-assets intact from one generation to another, to 
~ argue that every individual firm must do so is surely 
` unwarranted.’® 

This is a forceful argument, which, if left to stand 
apart from other problems to which it is related, 
might open certain aspects of an ‘application’ of the 
principle of continuity to be questioned, although 
the validity of the principle itself could not be 
doubted. ‘That is why, I suppose, C. C. Potter, who 
writes: 

. the expansion or contraction of output for any 
given industry is determined by the profitability of 
the marginal firms. Here... the accounting measure- 
ment of profits, which is a comparison between a 
present value and values which belong to the past, 

- has no relevance for the policy. .. 7 
gives us an indication of a starting basis for a judg- 
ment; for it is clear that Mr A. R. Prest refers to 
the policy matters and not to the principle of con- 
tinuity, which I regard of primary importance. 

And lastly, the problem of a fiscal policy. To me 
this is a secondary problem in relation to the concept 
of income, First must come first. Referring to the 
accountants’ role in relation to fiscal policy, Mr P. 
Wiles wrote: 

“The taxation of profits based on historical costs 
distorts the pattern of investment in favour of new 
firms, of firms which bought plant at periods of 
high prices, and of firms which spent more on 


` - repairs than on replacement: yet there is no logical 


reason why such enterprises should be favoured.”® 
- Tam, Sir, 
Yours faithfully, 
Edgbaston, Birmingham. W. J. DIXON. 


Replacement Cost: a Neophyte’s View 
SIR, — ‘River Plater’s’ argument in your issue of 
March 6th, 1954, is: depreciation is a cost; deprecia- 
tion based on replacement costs leads to increased 
prices; handing-on of the increase in the cost of 
depreciation aggravates inflation; consumers are 
therefore financing the (higher) cost of replacement 


‘of the assets producing the items they buy. 


. All the parts into which I have dissected ‘River 
Plater’s’ argument seem to me open to objection. 
Rising prices are not the cause of inflation; inflation 
is caused by the spending of, or the attempt to spend, 
purchasing power not withdrawn from existing 


Raa Essays in Accounting Theory, by F. ad Bray 
(O.U.P.) 1953 (page 5). 

8Accounting Research, Vol. 1, No. 4 (page SH) 

TAccounting Research, Vol. 2, No. 3 (page 312). 

8 Iecounting Research, Vol. 2, No. 1. P. Wiles on ‘Corporate 
‘Taxation Based on Replacement Cosy’ (pages 78/79). 
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incomes; rising prices are the reaction of the economic 
system to inflation. 

‘River Plater? may be in the good company of 
government departments and trade associations 
when he assumes that prices are determined by costs. 
This is so in a very limited and long-term sense only. 
In the short term and most certainly in a period of 
change like the noticeable inflation he postulates, 
prices are not determined by costs. The economics of 
business run rather more like this: an article is sale- 
able at such and such a price; a manufacturer finds 
that he can make it for an outlay which is less than 
the price obtainable; he therefore proceeds to pro- 


duction. He continues production as long as the price 


obtainable exceeds his current outlay. 

In the short term again, the costs which a manu- 
facturer must lay out do not include depreciation, 
since the costs giving rise to depreciation were laid 
out long ago. If, however, the price obtainable fails 
to cover not only depreciation on historically laid-out 
costs but depreciation on a current or replacement 
basis, the manufacturer will eventually cease that 
particular line of production. The recovery of depre- 
ciation in the price is a condition of continued pro- 
- duction. If would-be consumers of a certain article 
want to continue consuming that article, they must 
be prepared to finance, by the price they offer, the 
replacement of the assets needed to continue the 
production. In this respect ‘River Plater’ makes a 
correct statement when he says: 


‘Consumers are virtually contributing through 
their purchases to financing the higher cost of re- 
placement of the assets utilized to produce the items 
bought.’ 


It is only necessary to add to his sentence ‘assuming 
they wish the items they are buying to continue 
available’, 

I hope that the objections I have voiced will bring 
another letter from ‘River Plater’, because I think 
he is doing a service in bringing out his views for an 
airing. Yours faithfully, 


Dublin. A. PAKENHAM-WALSH. 


Bonus Share Issues 


Sir, — After reading the letter from Mr B. J. Davis 
(March 2oth issue), I feel thankful — for once — for 
the dividends I do receive: the fewer ‘distributions of 
dividend’ I get in the form of “bonus share issues’ 
the better. 

As Mr Davis does not seem to perceive the obvious, 
may I ask him to imagine himself as the sole owner of 
a company having 1,000 {1 shares. How rich would 
he get even by distributing bonus shares every few 
days? He might indeed soon be the possessor of 
20,000 shares, but they would be represented by 
precisely the same assets as the 1,000. However, Mr 
Davis might still think he was better off. If so he is 
easily cheered. I am, 

Yours faithfully, 


London, WC2. J. P. HOURSTON, GA 
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Sir, — May I refer to Sir Russell Kettle’s letter 
(issue March 13th). The distribution to members z 
a company of ‘free’ or ‘bonus’ shares, is in fi 
method of giving back to the owners of the SE 
something which has been held back from them, i.e. 
either income currently earned, or accumulated past 
profits. Would not the capitalization of profits not 
drawn out as income be more simply described as 
‘income’ shares, differentiating such shares from 
subscribed shares which should then be known as 
preference capital shares or ordinary capital shares, 
as applicable? 

Dividends might be restricted to, say, between 
5 and 15 per cent per annum according to type of 
capital shares, as an interest charge, leaving complete 
freedom trom dividend restriction on ‘income’ shares, 
which normally would only represent a fraction of the 
total issued capital. eres 

The spirit, if not wholly the letter, of dividend 
limitation would apply, if a dividend rate of 100 per 
cent on ‘income’ shares were declared, while restrict- 
ing the rate on capital shares. It is obvious that if t 
total dividends paid by the company remain the- 
same, any restriction of dividend rate applicable to 
the ordinary capital shareholders, would not affect 
their total yearly yield from their joint ordinary 
capital and income shares. 

A dividend of, say, 100 per cent on ‘bonus’ or 
‘income’ shares can be said to be a form of compound| 
interest on dividends, earned previously, but not 
received. Yours faithfully, 

NON-CITY STUDENT. | 


Bonus Shares: Trust Capital ` 


Sir, — I believe that it is now established that bonu 
shares issued to trustees are the property of the life- 
tenant, and not, as might be expected, part of the 
capital of the trust. Where such an issue is made the 
original equity capital will normally fall in value to 
the detriment of the remaindermen. 

I would appreciate views on the duties of a trustee 
in these circumstances, and whether he should 
endeavour to anticipate such a reduction in his trust 
capital by sales-cum-bonus, where possible. 

Yours faithfully, 
A TRUSTEE. 


Pd 


Industrial Morale 


Sir, — From the viewpoint of one concerned with the, 
training of young people just entered commerce and! 
industry or about to do so, I welcome and endorse 
the article by Mr L. H. Trimby on the GEES 
of industrial morale (issue February 13th). 

Despite the lip service often paid to it this ‘is 
really still a ‘forgotten factor’ in our struggle for 
productivity. Yet in the ideological age of today i 
has largely replaced the historic incentives of crafts- 
manship, fear and gain. 

The appeal to gain, which has, I suppose, been 
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the main incentive of the industrial era, is beginning 
to defeat its own ends, We are today more concerned 
prith our rewards than with our contribution. The 
desire for more and more in return for less and less 
can be the end to greatness for our country. 

The inadequacy of the purely materialist incentives 
is being shown increasingly in the present trends in 
world industry. As Sir Roy Pinsent says in his 
pamphlet ‘Productivity in Industry’,* 

‘In this age materialistic incentives are almost 
irrelevant. Productivity is now dependent not so 
much on industrial techniques as on a man’s 
fundamental outlook on life and his conception of 
the basis of world society.’ 

Recently a firm, at the suggestion of its accountant, 
made all its books and records available to representa- 
tives of its employees, who were encouraged to ask 
questions. Such’ absolute honesty produced new 
understanding and confidence, that contrasted vividly 
with the suspicion that partial disclosure (the 
previous policy) had aroused. 


‘2 Blandford Press Ltd, London. 
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Only as democracy gives to the worker, whether 
by brain or hand, a completely satisfying reason for 
giving his best, quite apart from material reward, 
will Britain get the productivity that is essential and 


“full employment’ mean more than merely ‘no 


Yours faithfully, 
REGINALD H. SANDERS, 
l LECTURER IN ACCOUNTANCY. 
County Technical College, 
Stoke Park, Guildford. 


unemployed’. 


Purchase of Empty Packets: 
Treatment in Final Accounts 
Sr, — Could any of your readers be so kind as to 
give their opinions on the following? 

A manufacturing company buys all the empty 
packets from its customers with the sole intention to 
promote sales of its articles. These packets are never 
used again. Which is the best treatment in the final 
accounts regarding the money so spent? 

Yours faithfully, 
CHRAP. 


ANNUAL GENERAL MEETING 


The annual general meeting of members of The 
Institute of Chartered Accountants of Scotland was 
‘held at 27 Queen Street, Edinburgh, 2, on Wednesday, 
March 31st, with Mr John L. Somerville, C.A., F.R.S.E., 
President, in. the chair. 


LG EXCERPTS FROM 
“~ “THE PRESIDENT’S ADDRESS 
The Centenary Year 


In the course of his address, the President said: 

“This is our centenary year and, as you know, we are the 
oldest of the existing bodies of accountants in the world. 
We have accordingly made plans to celebrate our centenary 
on a fitting scale and you have all received details of the 
various ceremonies and functions which we are arranging. 
These celebrations will be honoured by the presence of 


representatives from forty-four other accountancy bodies . 


from the British Isles and from Australia, Austria, Belgium, 
Canada, Denmark, East Africa, the United States, France, 
Germany, India, Israel, Malta, the Netherlands, New 
Zealand, Norway, the Philippines, Portugal, Southern 
Rhodesia, Switzerland, Sweden, the Union of South 
Africa and Uruguay. 


‘I may say, however, that the language to be used in the: 


celebrations will be Scots, (Laughter.) 

“The response of our own members has been very 
satisfactory and a good attendance at all the ceremonies 
and functions is already assured —indeed, most of the 
functions are already fully booked. There are, however, 

laces still available at the opening plenary session in the 
‘Usher Hall and at the closing plenary session in the 
Assembly Rooms. These will, I believe, be memorable 
occasions and I would ask every member who can possibly 
do so to make a point of being present at these sessions and 
of seeing that his apprentices are there as well and thus 
have the opportunity of taking some active part in celebrat- 
ing the passing of one of the important milestones in the 
Institute’s history. , 


D 
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‘At the Council’s request the Vice-President and I 
launched an appeal in November last a for a centenary 
fund of £5,000 to meet the net outlays which we contem- 
plated would fall upon the Institute. The response of 
members has been generous and the fund today stands at 
£4,464. Subscriptions are still coming in and the fund 
ig not yet closed. The Council is sincerely grateful to all 


` who have contributed to the fund and thus have supported 


their efforts.’ 


The President then said that they are publishing 
a centenary book which gives a history of the profession 
in Scotland and an account of its work at the present 
day. He continued: 


First Summer School 


‘One of the most important developments in our affairs 
during the past year has undoubtedly been the holding of 
the first summer school at St Andrews. This first school 
was attended by 104 members and was such an outstanding 
success that the Council has had no hesitation in making 
arrangements for a summer school at St Andrews from 
September 24th to 2oth, 1954....’ 


The Association of Scottish Chartered 
Accountants in the Midlands 


‘, «. our members in the English Midlands ~ an expression 
which has been interpreted somewhat widely to embrace 
an area extending from Sheffield to Bristol—have got 
together and, with the Council’s blessing, have formed 
The Association of Scottish Chartered Accountants in the 
Midlands. The general object of the new Association is to 
promote fellowship amongst Scottish chartered accountants 
residing in the Midlands area and it is intended to hold 
various lectures and social functions for them from time to 
time. I feel sure that all of us at this meeting would wish 
to extend our good wishes for the future success of our 
new Midlands Association.’ 
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Benevolent Association 


The President then described the great value of the 
work of the Scottish Chartered Accountants’ Bene- 
volent Association, 


Superannuation Scheme 
He continued: 


*. .. Is there nothing that we can do to provide . . . for 
ourselves and our dependants? It is my hope that some 
useful scheme will emerge from the work of the Special 
Committee which the Council has appointed to consider 
the possibility of introducing some form of superannuation 
scheme for members of the Institute and their dependants, 
and possibly the office staffs of those members who are in 
practice. Much will depend, however, on whether the 
Government decides to implement the recommendations of 
the Report of the Tucker Committee on Retirement 
Benefits, and as yet it is far too early even to speculate as to 
what will be the outcome of our Committee’s consideration 
of this subject. 

“With regard to the Scottish Nuffield Provident Society 
I would like to say that up to date 864 members of the 
Institute have joined this scheme.’ 


Membership of a Professional Body 


‘Scottish chartered accountants are scattered far and wide 
across the earth but they are all members of one Institute. 
That feeling of being a member of one’s own professional 
body is a most desirable and important piece in the armoury 
of the professional man, and it is for this reason that in my 
remarks today I have emphasized those corporate activities 
which can help to bind still more closely together the 
fellowship which we share in our membership of this 
Institute. . . ? (Applause.) 


The report and accounts of the Institute for 1953 
were adopted unanimously. - 


OFFICE-BEARERS FOR 1954-55 


The following were elected as office-bearers of the 
Institute for 1954-55: ` i 


President: Mr John L. Somerville, pasg, (Edinburgh). 
Vice-President: Sir Ian Bolton, Bt., opp, L.L., J.P. 
(Glasgow). e 

Members of Council: 

(a) Members practising in Scotland: Messrs Thomson S. 
Aikman, B.COM. (Aberdeen), Norman J. Bird, F.c.w.a. 
(Dundee), Professor Robert Browning, M.A., LL.B. 
(Glasgow), Messrs J. Campbell Davies, M.C., T.D. 
(Glasgow), William I. French, Dao, 0.B.E., T.D. 
(Glasgow), S. E. Houstoun, MA. (Glasgow), P. M. 
Jackson (Perth), John H. Johnston (Glasgow), 


R. G. J. Kirk (Dumfries), Charles R. Munro (Edin- ` 


burgh), C. G. M. Pearson (Edinburgh); S. Gordon Y. 
Pool (Dundee), E. Birnie Reid, 0.B.E., T.D. (Aberdeen), 
F. A. Ritson, J.P., F.S.A. (Elgin), Andrew R. Templeton 
(Glasgow), Graham A. Usher, M.B.E., T.D. (Edinburgh), 
James A. Walker, c.n.g. (Edinburgh). 

(b) Members practising in the United Kingdom outside 
Scotland: Messrs Thomas Lister, M.A. (London), 
Charles Reid, p.8.0,, M.A. (London). 

. (ei Two members not in practice: Messrs J. G. Girdwood, 
C.B.E. (London), Norval M. Lindsay (Glasgow). 
Auditor: Mr R. Ian Marshall, B.com. (Edinburgh). 


It was resolved that the thanks of the Institute be 
extended to the retiring members of the Council, 
Messrs Charles D. Gairdner, Andrew W. Mudie and 
John J. Welch, for their past services as members 
of the Council. 

Mr William Hamilton Gray was re-elected as the 
Institute’s representative on the Board of Trustees of 
the David Murray Almonry Fund for 1954-55. 
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Pews for the Quire of Glasgow Cathedral 


Approval was given to the application of £130 for 
the provision of two pews bearing the Institutes 
Arms for the Quire of Glasgow Cathedral. r 


Benevolent Association . 


The meeting also approved the making of a grant 
of £450 in respect of the year 1953 to the Scottish 
Chartered Accountants’ Benevolent Association. 


New Members 


One hundred and five candidates were admitted to 
membership of the Institute. 

Forty-seven of the new members were then admitted 
to the meeting and in the course of his address the 
President said: 


-nr —— 4 


Address to the New Members 


‘I am very glad indeed to see such a large influx of new 
members. There is a long-standing practice, which by use 
has become a duty, for the President to address the new 
members and to welcome them to the Institute, and it is 
my very great pleasure and privilege to welcome you. 
wish to congratulate you on your wisdom in having chosen 
accountancy as a profession, and more particularly to 
congratulate you on your success in passing your Final 
examination. I hope that in whatever sphere your future 
life’s work may lie you will meet with great success. 

“You are going forward to take your part in the battle of 
life with its cares and responsibilities, its achievements and 
its rewards. We welcome you all as a valuable addition to | 
the strength of our Institute, which is the oldest in the ` 
world, and we older members look to you to maintain the 
high standing of the Institute and the high regard in which , 
our members are held, not only in our own country but in 
every part of the world. 

“You are technically well equipped and well grounded in 
the fundamentals of your profession, but that is not enough 
in itself. It is by your industry, your integrity and your 
efficiency that you will best maintain the high traditions of} 
the Institute and give to yourselves the satisfaction of 
having done a very good job. 

“The Institute which you are about to join is going to. 
celebrate its Centenary, and in that period great changes 
have taken place in the work of the profession and of -the 
industries which we serve, and you will see many further 
changes and advances in the technique of accounting. You 
can by your observation and recording add to the advance 
of the service we accountants can render to the community.” 


Accountants Can Render Great Service 


‘I know that you will not have very much time to spare, 
but I would ask you particularly to take your full part as 
citizens in this country in which we live. Accountants can 
render very great service in many ways both in local 
affairs and in voluntary organizations, and in this way you 
will get a wider knowledge of man and the world, his 
difficulties and doubts and his arts and his crafts. 

‘But I would ask you, do not forget your opportunities 
for leisure and for literature or for keeping yourselves in 
good health. I know that you will be hard-worked fora 
long time, but that is one thing that is essential. 

‘I wish you all the very best of good fortune in whatever 
your future work may be, and I trust that you will all be 
blessed with good health and fortune. 

` ‘I think it was Bacon who said, “It cannot be denied but. 
outward accidents conduce much to fortune, but chiefly 
the mould of a man’s fortune is in his own hands”. In 
other words, it is up to yourself to do the best and make the 
most of yourself, and that is the wish of the members of 
this Institute which you are about to join. . . .’ 


April 10th, 1954 


THE ACCOUNTANT 


405 


PUBLIC ADMINISTRATION AND FINANCE 


Week-end Conference of The Institute of Municipal Treasurers 
and Accountants 


Finance: New and Old Views 


Over eighty delegates were present at the week-end 
conference held by the Institute of Municipal Treas- 
urers and Accountants at Balliol College, Oxford, on 
March rgth to 21st, 1954, to consider “Che place of 
finance in public administration’, Sir Malcolm 
Trustram Eve, Bt., G.B.E.; M.C., T.D., Q.C., presided, 
and those attending included senior firiance officers of 
central and local governmerit and many different 
types of public boards. 

Sir Edward Bridges, G.C.B., G.C.V. o. M.C., Permanent 
Secretary of the Treasury, - contrasted the modern 
view of finance as a major factor in policy with the 
older, narrower view of finance as detailed control. 
Thus, in Parliamentary procedure, although there was 
control of expenditure through estimates and appropria- 
tions, the debates on supply days were always devoted 
to broad issues of policy. 

Within departments, the fact that the permanent 
head of the department was also the accounting officer 
—a development of the last twenty years — meant that 
financial considerations were. kept in mind at all stages 
of policy formation; while in the Treasury itself, the 
role of finance was not primarily detailed control but 
the exercising of lay judgment, so that competing 
proposals from specialist departments could be 
allocated their proper place in the queue for resources on 
a common-sense basis. 


Finance in Transport 


Sir Reginald Wilson, B.COM., CA. member of the 
ritish Transport Commission, saw finance as a 
positive force which both aided general policy and set 
limits to it. At the national level it was essential that 
transport should have a self-balancing budget, without 
subsidies, and coherent financial planning was neces- 
sary for all types of transport. . 
_ On the price-fixing side it was essential that the 
customer should feel the discipline of price, as no other 
commodity was so easily wasted; nevertheless, cost 
should not be related to individual customers, and 
averaging and cross-subsidization between groups of 
customers was necessary. On the production side, 
finance played its part in examining results and giving 
incentive, although Sir Reginald thought the best 
managerial incentives were non-materialistic. In 
concluding, he emphasized that finance ought to be 
brought in at all stages of policy formation. 


l Financial Organization of the B.B.C. 


Mr J. G. L. Francis, A.C.A., A.c.w.a., Chief Accountant 
f the British Broadcasting Corporation, outlined the 
ancial organization of the B.B.C. and said it was split 
into the overseas services, which were government- 
subsidized, and the home services, which covered the 
other activities including television; the home service 
was financed from licence revenue and the problem 
was therefore to fit expenditure to a fairly static 
income, 
Control was founded on the principle that expense 
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was the responsibility of the executive carrying out the 
activity, and flexible budgetary control was operated 
based on ‘rates’ and ‘schemes’. ‘Rates’ were standards 
of expenditure for continuing items, while ‘schemes’ 
applied to non-continuing expenditure; both were 
determined independent of the budget which would 
therefore be used for control in a very broad way. Ten- 
year and four-year budget forecasts were made which 
were found to be very useful. The emphasis at all 
times was on estimates rather than accounts. 


Finance and the Operation of the Coal Industry 


Mr J. Latham, C.B.E., A.C.A., Director-General of 
Finance of the National Coal Board, gave examples to 
illustrate the way finance played a vital part in the 
operation of the nationalized coal industry. The 
provision of finance obtained direct from the Govern- 
ment determined the future scale and nature of the 
industry’s operations. There was a strong financial 
element in the general management controls, although 
difficulties were caused by the enormous variations 
between pits. 

Accountability to the public, both internal and 
external, was based to a great extent on financial tests. 
A most difficult problem in a large monopoly was 
price determination.and this rested largely on financial ` 
measurements and assessments. The Board had to 
balance good years and bad, and on the first six years, 
mostly good, there was a deficit of £14 million — a 
comparatively small sum. The Board had few financial 
reserves, coal was short and in constant demand and it 


might be claimed that the price was too low. On the 


other hand the repercussions of price increases on other 
industries and labour relations had to be considered. 


Functions of Finance 


Sir James Lythgoe, C.B.B., F.1.M.T.A., formerly City 
Treasurer of Manchester, approached the subject from 
a different angle. He thought the functions of finance 
were: (1) the motivation and direction of effort; and 
(2) to secure economy and efficiency in operation. 

Local authorities were different from public boards: 
they were governmental bodies and could not ignore 
government policy; they provided social services and 
social policy was often as important as financial 
considerations; they were financed from rates, the level 
of which might be influenced by political considera- 
tions. Finance in a local authority was a means, not an 
end, and finance, though it should be considered at the 
earliest stage, should guide but not contro] government 
operations. The place of finance had to be positive — 
not negative ~ to assist in allocating resources and not 
to withhold them. 


At the sixth and final session Sir Harold Howitt, c.3.£., 
D.S.0., M.C., D.L., D.C.L,, J.P., F.C.A., a past ‘president 
of The Institute of Chartered Accountants in England: 
and Wales, summed up from the point of view of the 
practising accountant. We hope to Ge his re- 
marks in our next issue. 
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NOTES AND NOTICES 


Personal 


Messrs CRANE, Curistmas & Co, Chartered 
Accountants, announce that, as from April 6th, 1954, 
they have admitted into partnership Mr CLIFFORD J. 
ROBINSON, A.C.A., who has been associated with the 
firm for a number of years. The style of the firm is 
unchanged. 

Messrs RAWLINSON, GREAVES & MITCHELL, Char- 
tered Accountants, of Netherwood Chambers, Manor 
Row, Bradford; 1, announce that Mr L. E. A. 
HELLIWELL, A.C.A., and Mr C. R. BOOTH, A.C.A., have 
been admitted to partnership in the firm as “from 
April rst, 1954. 

MÉSSRS JosoLYNE, Muss & Co, Chartered 
Accountants, of London, Manchester and Paris, 
announce that their partner, Mr LAURENCE STROUD, 
A.C.A., retired from the partnership on March 31st, 
1954. The practice will be carried on by the remaining 
partners and the style of the firm will remain 
unchanged. 

Mr L. M. HALL, F.c.a., practising at 59 Piccadilly, 
Manchester, 1, and 65 Wheelock Street, Middlewich, 
Cheshire, announce that as from April Ist, 1954, he 
has admitted into partnership Mr B. G. HEALEY, 
A.C.A., who had been associated with him for the past 
eight | years. The name of the firm will be Hatt, 
Deag & Co, Chartered Accountants. 

Messrs BAYFIELD & BAYFIELD, Chartered Account- 
ants, of os Colmore Row, Birmingham, 3, announce 
that they have taken Mr L. Owen, a.c.a., into 
partnership as from April rst, 1954. The style of the 
firm remains unchanged. 

Messrs Moore & SMALLEY, Chartered Account- 
ants, of g Chapel Street, Preston, announce that 
Mr Arruur WILLIAM Dawson, A.C.A., who has been 
with the firm for several years, has been admitted a 
partner as from March 31st. The name of the firm 
remains unchanged. 

Messrs Boyce, WELCH & Co, Chartered Account- 
ants, of 3 Piccadilly, Bradford, announce that Mr 
KENNETH WILFRID OXLEY, A.C.A., has been admitted 
to partnership as from April rst, 1954. Mr Ox ey 
has been associated with the firm for several years. 

Messrs ALLAN, CHARLESWORTH, HowortH & Co, 
Chartered Accountants, of 26 North John Street, 
Liverpool, 2, announce that Mr Frank S. HOWORTA, 
F.c.A., and Mr PHILIP HOWORTH, A.C.A., retired from 
the partnership on March 31st, 1954. The practice 
will be continued by the remaining partners at the 
same address under the title of ALLAN, CHARLESWORTH 
& Co. Messrs FRANK S. HowortH and PHILIP 
Howortu will be available for consultation. 

Messrs FORRESTER, Boyp & Co, Chartered 
Accountants, of 26 South St Mary’s Gate, Grimsby, 
and at Louth and Scunthorpe, announce that as from 
April rst, 1954, they have admitted to partnership 
Mr G. D. FALCONER, A.C.A., who has been with the 
firm for a number of years. 
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Messrs WILson, STIRLING & Co, Chartered 
Accountants, of 8 Gordon Street, Glasgow, C1, 
announce that they have admitted as a partner 
Mr Maurice CRICHTON, jun., C.A., the son of their 
senior partner. Mr CRICHTON served his articles of 
apprenticeship with Messrs Moores, Carson & 
Watson, Chartered Accountants, and was admitted 
a member of The Institute of Chartered Accountants 
of Scotland, in March 1953. 

Mr James BARLOW, A.C.A:, who has been in practice 
at 23 Acresfield Bolton, under the name of S, H. 
Horrocks & Son, announces that on March 3rst, 
1954, he admitted into partnership his son, Mr 
Davin LaTHAM BARLOW, A.C.A., and that the practice 
is now being continued under the name of JAMES 
Bartow & Son, at the same address. 

Messrs James L. & F. S. Oxrver, Incorporated 
Accountants, of 57 Grainger Street, Newcastle upon 
Tyne, 1, announce that Mr H. W. GREEN, F.S.AAȚ) 
retired from the firm on March 31st, 1954. They 
also announce that as from April rst Mr G. Duncan 
LINKLATER, F.C.A., with whom they have had close 
business connections for many years, has been 
admitted to partnership. The firm name will remain 
unchanged. 

Messrs FRANCIS, WILLIAMS & VAUGHAN, of 12 
Christina Street, Swansea, announce that Mr Gwyn 
BOWEN, A.C.A., has been admitted to partnership 
as from April rst, 1954. The firm name remains 
unchanged. 

Messrs FITZPATRICK, GRAHAM & Co, Chartered 
Accountants, of g5A Chancery Lane, London, WC2,, 
announce that as from April rst, 1954, Mr Fran 
SKINNER, A.C.A., who has been a member of their 
staff for a number of years, has been admitted to. 
partnership. 


Professional Notes 


Mr Geoffrey Paul Stevens, F.C.A., M.P., has been 
appointed to the board of Whitehall Court Ltd as 
from March 25th. 

Mr Samuel R. Hogg, D.s.0., M.C., F.C.A., senior 
partner in the firm of Hogg, Bullimore & Co, has 
joined the board of the South Western Industrial 
Corporation Ltd as vice-chairman. 

Mr J. C. GARDNER, F.C.A., senior partner in the 
firm of Chalmers, Wade & Co, has been appointed 
a director of Mellor, Bromley & Co Ltd. 

. Mr Harold F. Joy, F.s.a.a., has been appointed a 
director of J. A. Devenish & Co Ltd, brewers, of 
Weymouth. 

. Mr R. D. Armstrong, B.COM., a member of the 
Canadian Institute of Chartered Accountants, has 
been appointed comptroller of Canadian EES 
‘Railways. 

Mr Ean C. Baillie, GA, has been appointed: a 
director of Howards & Sons Ltd, and Howards of 
Ilford Ltd. 
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Mr D. C. Kempson, A.C.A., has been appointed 
chief accountant of the British South Africa Company. 
pw Myx John Campbell Gardiner, F.c.a., has been 
appointed a director of the Bentley Engineering Co. 

Mr John Harold Phillips, J.P., F.c.a., has been 
appointed a director of Lewis & Peat (Singapore) 
Ltd as from May Ist, 1954. 


Mr H. Cock, a.c.a., has been appointed secretary 
of Lodge Plugs Ltd, Rugby, as from April ist, 1954. 


Obituary 
JOHN BAILEY, F.C.A. 


We regret to announce the death of Mr John Bailey, 
F.C.A., a partner in the firms of Hill, Vellacott & 
Bailey, of Belfast and Downpatrick, and Hill, 
Vellacott & Co, of London, Cambridge and Deal, 
which occurred in Belfast last Sunday. 

Mr Bailey was a Fellow of both the English and the 
Irish Institutes. He was co-opted a member of the 
Council of The Institute of Chartered Accountants 
in Ireland in 1935 and was President in 1943-45. 


Public Trustee Committee 


Mr J. T. Corbett, partner of Messrs Peat, Marwick, 
Mitchell & Co, has been appointed a member of the 
committee set up by the Lord Chancellor under the 
chairmanship of Sir Maurice Holmes, to consider 
the work of the Public Trustee and to advise whether 
any changes should be made in his functions or 
methods of business, in the organization of his office 
or in the financial conditions under which he operates. 


Taxing Master Appointed 


he- Lord Chancellor has appointed Mr Dennis R. 
Clarke to be a Taxing Master of the Supreme Court. 
‘He wall replace Master Lawton who retires on 
‘April 25th. 


The Institute of Guiatsrad Accountants 
` in Ireland 


MEETING OF COUNCIL 
Readmission to Membership 


At a special meeting of the Council of The Institute 
of Chartered Accountants in Ireland, held on March 


30th, 1954, under bye-law 107, Mr Edmond John 


McManus, 92 Bryansburn Road, Bangor, Co. Down, 
excluded from membership on November a7th, 1953, 
for non-payment of his subscription for 1953, 
applied for and was reinstated to membership. 
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In Parliament 
COMPANIES: CHANGE OF NAME 


Mr J. T. Price asked the Chancellor of the Exchequer 
the number of registered companies who changed 
their trading names by amendment to their articles 
of association in the years 1952 and 1953; and what 
losses he estimates were sustained by the EE 
as a result of such changes. 

Mr R. A. BUTLER: About 1,700 companies in* 1952 
and about 2,000 in 1953 changed their name in the 
manner provided by Section 18 (1) of the Companies 
Act, 1948. A company cannot change its name by 
amendment of its articles of association and a change 
of name does not of itself cause any loss of revenue 
to the Exchequer. 

The answer to the second part of the question is, 
therefore, ‘None’. 

Hansard, March 30th, 1954. Written Answers. 
Col. 172. 
COMPANIES: BONUS SHARES 


Mr J. T. Price asked the Chancellor of the Exchequer 
the number of registered companies who issued free 
bonus shares in 1952 and 1953, and the capital value 

of such bonus issues in the periods mentioned. 
Mr R. A. BUTLER: I regret that the information is 

not available. 

Hansard, March 30th, 1954. Written Answers. 
Col. 173. 


London and District Society of Chartered. 
Accountants l 
The final lecture in the series on retirement benefits 
will be given next Wednesday in the Oak Hall of the 
Institute, at 6 p.m. The speaker will be Mr R. W. 


Foad, ¥F.c.A., and the subject, ‘Accounting presenta- 


tion of provisions and of funds’. 


The Institute of Cost and Works 
-~ Accountants 


LIVERPOOL AND District BRANCH 
ANNUAL DINNER AND DANCE 
The Liverpool and District Branch of the Institute 
of Cost and Works Accountants held a dinner and 
dance at The Adelphi Hotel, Liverpool, on Saturday, 
April 3rd. Mr J. Nuttall, r.c.w.a., president of the 
Branch, presided, and among those present were: i 


Alderman W. J. Tristam, J.P. (Lord Mayor of Liverpool); 
Rt. Hon. Sir Hartley Shawcross, Q.C., MP: Mr H. P. Bibby, 


© J.P. (Chairman, 7. Bibby & Sons Lid); Mr F. W. H. Saunders, 


F.C.W.A, (President of the Institute); and representatives of. 
local branches of kindred societies. © 


The toast of “The City of Liverpool’ was proposed. 
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by Mr. Nuttall, and the Lord Mayor responded. 

Sir Hartley Shawcross, proposing the toast of “The 
Institute of Cost and Works Accountants’, advocated 
full and frank consultation between the two sides of 
industry. More discussions, he said, were required 
on group incentive schemes and there must be greater 
recognition of skill, ability, and individual effort. 
Speaking of taxation, Sir Hartley said: 

‘I believe we are reaching diminishing returns on direct 
taxes and that if the rates were lowered the revenue might 
increase. But I have always felt that our taxation policy is 
well calculated to deter people from putting forward their 
maximum effort. No wonder professional men and business 
men are so much more inclined now not to work a full week. 
It doesn’t pay them to. And the same disincentive operates 
right down to quite low levels.’ 

Stressing the need for more industrial firms to look 
to management accountancy for guidance, he paid 
tribute to the Institute for its service to industry. 

Mr Saunders, in responding to the toast, spoke of 
the research work still to be done by the Institute, 
and of plans for future work. 

The toast of “The Guests’ was een by Mr 
E. W. Hall, F.c.w.a., and Mr Bibby responded. 

After the dinner, dancing continued until midnight. 


Liverpool Chartered Accountant a ae 
Association 


The seventy-first annual general meeting of the 
Liverpool Chartered Accountant Students’ Associa- 
tion took place on Thursday, March 25th, with Mr 
S. Morris, F.c.A., President of the Association, in the 
chair. After the annual report, showing a total 
membership of 648, and the statement of accounts 
were adopted, the following new officers were elected: 

President: Mr T. A. Macfarlane, B.A., F.C.A. 

Hon. Treasurer: Mr M. C. Heyworth. 

Hon. Secretary: Mr E. W. Edwards. 

After a summary of the activities of the Association 
for the past year, the meeting terminated with a vote 
of thanks to the retiring president, proposed by Mr 
P. J. Rush, and seconded by Mr I. C. McAllester. 


Industrial Welfare Society 


A half-day conference for accountants and com- 
pany secretaries was held by the Industrial Welfare 
Society in London recently. Papers were read by 
Sir Godfrey H Ince, G.c.B., K.B.E., Permanent 
Secretary to the Ministry of Labour and National 
Service, on ‘Industrial relations and human relations’, 
and by Mr W. S. Risk, B.COM., C.A., F.C.W.A., Managing 
director of H. W. Nevill Ltd, on “The accountant in 
industry’. 
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SEVENTY-FIVE YEARS AGO 
From The Accountant or APRIL 121TH, 1879 
Extract from a leading article 


EFFICIENT AUDITING 


In an article which appeared in this journal some 
weeks ago, we drew attention to certain elements 
which in our opinion are necessary to a thoroughly 
efficient audit, and pointed out that one of the most 
important of such requisites is an unrestricted 
authority to the auditor to examine at his own times 
and his own discretion, and thus to constitute a 
continuous check. Our readers will notice from a 
report published elsewhere, that the Council of the 
Curates’ Augmentation Fund have appreciated the 
necessity of a thorough audit of the character hus. 
indicated. This requirement was brought home to the 
Council by a circumstance which is sufficiently 
notorious, viz. the frauds of an official, who, as a 
result of defective supervision of accounts, managed 
to appropriate about seven thousand pounds of the 
society's money to his own use. In view of this 
matter, the Council have taken vigorous action to 
prevent anything like a recurrence, and at the annual 
meeting recently held, it was stated that they had 
instructed a firm of public accountants "to conduct a 
running monthly audit, to inspect the books without 
previous notice given to the officials, and to report 
monthly to the Council.” It may be safely predicted 
that malversation is not likely to occur with an audit 
of this nature; and the example thus set would be 
followed with advantage, not only by charitable 
organizations, whose accounts are notoriously 
“audited” (for want of a better expression) in the 
most slipshod manner, but by mercantile associations, 
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INVESTMENT ALLOWANCES 


HE device! of investment allowances introduced in the 

recent Budget is a cunning one. Its cost to the Exchequer 

will be negligible this year, and even in 1955-56 it is 
estimated to cost something like £4 million only. In view of the 
way that allowances of this kind come and go, we need not inquire 
any further into the future. Notwithstanding this very small cost 
to the Exchequer there is no doubt that the announcement of the 
new allowances is having a profound and far-reaching psycho- 
logical effect. 

The declared object of the allowances is to encourage industry 
to put money into productive investment and thus to improve this 
country’s competitive power, particularly as regards competition 
with America and Germany. The point is made that the new and 
up-to-date machinery which will be added to our industrial 
potential will add to the country’s income and to industry’s 
contribution to the national Exchequer. However, it seems that 
there will be no discrimination between exporting industry and 
industry for home production, nor between one kind of industry 
and another: To quote a sentence in the first MILLARD. TUCKER 
report: i l 

‘A company whicli carries on a shipping undertaking and is a large 


earner of dollars may very well be thought to be entitled to more 


consideration than a company which runs a fairground.’ 

Under the new scheme a set of dodgem cars will rank equally with 
a new dollar-earning transatlantic liner, and in front of an 
‘ordinary private motor-car’, or a second-hand ship. 

The device is not entirely original. Strong representations were 
made to the MILLARD TUCKER Committee that initial allowances 
should not be deducted in arriving at written-down values for 
capital allowance purposes, particularly in view of the financial 
difficulties raised when old plant was renewed during a period of 
inflation. While that committee was in entire sympathy with the 
argument that capital used up in a business should be allowed over 
the life of the assets concerned, it could not accept the claim that 
more than the expenditure ought to be allowed. Initial allowances 
have been called, somewhat contemptuously, ‘interest-free loans’, 
as though these were not worth having. They are at any rate 
better than no help at all. Now they are to be a gift. 

As we have said, the gift is not immediate. Only expenditure 
incurred after April 6th will qualify. Such expenditure will 
normally fall into basis periods for the tax years 1955-56 and 
subsequent years, and it is only when the asset purchased is 
reaching the end of its useful life, or is sold, that the change from 
interest-free loan to gift will have a direct effect. In other words, 
the result will be either that the annual allowances will go on 
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longer, or the balancing allowance will be greater, 
or the balancing charge reduced. Moreover, a 
balancing charge is often deducted from the first 
cost of the new asset. 

In one industry, mining, the new allowance 
may actually increase the tax yield in the earlier 
years. The Finance Act, 1953, granted an initial 
allowance of 40 per cent to mining concerns. 
The new investment allowance will be only 
20 per cent and each mining concern 1s to have 
the option to choose either the old initial allow- 
ance or the new investment allowance. The 
choice will depend on a judicious reading of the 
future; if the new allowance is chosen, the 
Exchequer is bound to benefit at first. 

Even assuming that the investment allowances, 
or the advantages accruing from them, will not be 
withdrawn before they have had time to take 
effect, there are still many imponderables about 
which no Chancellor of the Exchequer can 
reassure us. One cannot know what the standard 
rates of tax will be in the future, or what new and 
fanciful taxes on ‘excess’ profits will come and 
go, nor indeed whether a business will be earn- 
ing profits, or even in existence, a few years hence. 
Still, most people are optimists where tax is con- 
cerned and the stress will be on the advantages of 
the new system. Consider a farmer paying tax at 
xos in the £ who buys a new tractor for £1,000. 
The calculation he makes may be somewhat as 











follows: 
LA 

Cost BS 1,000 
Wear and tear first: year .. 281 
Investment allowance 200 

Total allowances first year £481 
Proceeds of sale, second year 709 

(say written-down value) 

Net cost ; . 281 
Total tax allowances roe atIgs.. 457 

Realized profit .. £176 





On that basis it would pay to buy a tractor 
merely to scare the birds. One might reasonably 
anticipate, therefore, a big demand for new 
tractors, among other things. The second-hand 
market may suffer, but for a taxpayer in the high 
surtax brackets, prices will have to fall a long way 
before he is likely to lose on the transaction. 
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It becomes clearer now why second-hand 
machinery is excluded from the allowance; like- 
wise ordinary motor-cars. What is coveré 
this latter phrase is not yet clear. Presumably 
cars will not qualify merely by being extra- 
ordinary, but there may be some scope for such 
things as estate cars. The legislation is to contain 
provisions directed against abuse, which, if they 
are to be effective, promise to be complicated. In 
any case, second-hand machinery and motor-cars, 
will still qualify for initial allowance. 


Not the least remarkable feature of the new 
allowances is the fact that they are to extend to 
plant ‘hitherto dealt with on a renewals basis’. 
It seems reasonable to assume from thesé word? 
in the Financial Statement that the taxpayer will 
be able to claim an allowance in effect of 120 per 
cent of his renewals expenditure. For any tax 
payer whose combined rate of tax exceeds pe GA 
the transaction will actually put money into his 
pocket. Of course, if the new machinery is worth 
having, and will produce more or better goods 


_than the old did, and those goods are going to add 


to the national prosperity, then the CHANCELLOR’! 
aim will have been realized. But there is nc 
guarantee that such will be the case. It is no 
those engaged in the most essential industri 
who necessarily pay the highest rates of tax. Th 
lower the tax rate, the less the inducement offere 
by investment allowances. This shows the esse 
tial weakness of using taxation as an instrumen 
of economic policy. A system of direct subsidies 
to the purchasers of vital capital equipment woulc 
be nearer the mark, but more cumbersome. The 
MILLARD Tucker Committee recommended : 
system half-way between the two. That is, a fla 
rate of initial allowance, with the possibility o 
higher rates for industries which could satisfy 
the Treasury that they aided the national interest 
Even such a system tends to be undiscriminating 
but it would at least avoid some of the glarin; 
anomalies which investment allowances threaten 
Of course it is easy to overstress the undesirabli 
repercussions. No doubt the new allowances wil 
in general tend to achieve their declared objet 


‘They will also act as a tremendous fillip to thos: 


industries which produce the kind of assets whic} 
will qualify for the allowances. If, inflationan 
tendencies reappear, it is reasonable to anticipat 
that the investment allowances will be the firs 
casualties. 
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EXPENSES OF DIRECTORS AND SENIOR 
EXECUTIVES 


TAXATION TREATMENT 
by HERBERT A. ADAMS, A.C.A. 


issued a directive to review expenses in- 

curred by directors and also by those senior 
executives whose total emoluments exceed {2,000 
ver annum. Accountants are therefore busy with 
their clients preparing for interviews with the 
aous Inspectors throughout the country. The 
real of certain Inspectors has been of such a 
1ature that the London Chamber of Commerce has 
elt justified in reporting to its members as follows: 


f: appears that Inspectors of Taxes have been 


— “The Chamber has received reports of unfairness 
and hardship caused by directives recently issued 
to Inspectors of Taxes concerning the taxation 
treatment of travelling and entertaining expenses 
incurred by directors and senior executives. It is 
understood, for example, that flat-rate assessments 
for tax are being raised in consideration of home 
living expenses assumed by the Revenue to have 
been saved by executives when away on business 
matters, no account being taken of the actual 
position, Furthermore, assessments for previous 
years have been reopened in order that items 
allowed for such expenses may be re-examined in 
detail. The Association of British Chambers of 
Commerce has decided to take up this matter with 
_ the Chancellor of the Exchequer and The London 
Chamber would welcome supporting evidence in 
' the form of concrete instances of unreasonable 
treatment. Such evidence will be treated in the 
strictest confidence by the Chamber and in no 
circumstances will actual names be quoted to the 
Revenue or any other parties.’ (Circular No. 352, 
issued to members of the London Chamber of 
Commerce, dated February 19th, 1954.) 


This appeal deserves support, for it is only 
y concerted action that cases of unfairness 
nd hardship will reach the right quarter. 
n order ‘that clients, and in some cases account- 
nts themselves, receive just treatment, it 
s most important that our rights under the Act — 
uch as they are — be fully exercised. A case may 
K be turned down, or reduced, due to the poor 

sentation. There is far more involved in a 
laim of this nature than is realized from a 
ursory examination of the Act. Anyone handling 

claim of this nature should be well repaid by 

ending a short while examining the history of 
he taxation treatment of expenses. 


The Background 


In-order to remove from our minds the impression 
that all this talk about expense allowances is a 
recent development, we would do well to reread 
Rule 1 (as amended) of Schedule E rules of the 
Income Tax Act, 1918. 

Later, by Section 18 of the Finance Act, 1922, 
Schedule E and the rules applicable to it were 
applied to offices and employment generally. 

The man who really lit the fire of controversy 
over expense allowances was the late Sir Stafford 
Cripps — this is what he said in introducing his 
1948 Budget: 


“The first matter with which I want to deal on 
the Inland Revenue side (he continued) is one 
which has been much complained of, and quite 
rightly too; that is the extravagant way in which in 
recent years companies have made expenses 
allowances to their directors and senior officials. 
It is perfectly legitimate to deduct, by way of 
expenses, a reasonable expenditure upon necessary 
entertainment; but this right has been noticeably _ 
abused by extension to cover the ordinary living 
expenses of many persons who are either. directors 
or employees of the. companies. This must be 
brought to an end. 


‘Under the existing law it falls upon the Inland 
Revenue authorities to prove that the payments are 
not necessary business expenses, and because of 
the difficulty of substantiating the case it often 
happens that these payments go untaxed. The 
majority opinion in industry condemns this 
practice, but there can be no doubt that many 
individuals are circumventing the law and are 
succeeding in maintaining a lavish standard of 
living at the cost of the taxpayer. 

‘I propose, therefore, with immediate effect, that 


; all expense allowances given to directors and others, 


and all disbursements for their benefit, shall be 
assessed on the recipient of the benefits under 
Schedule E, and it then will be incumbent on the 
recipient, if he maintains that any part of his 
expenditure has been incurred for business pur- 
poses, to prove, in the words of the general 
Schedule E rule, that this expenditure has been 
“wholly, exclusively, and necessarily” incurred in 
the performance of his duties. ‘There is no intention 
to interfere with legitimate expenditure so incurred, 
but I hope that these new provisions will put a 
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stop to the present bad practices. Since the proposal 

is designed to check an abuse, I do not anticipate 

any substantial new revenue from it. I put it at 
£250,000 for a complete year, and £150,000 for 

this year.’ (Hansard, April 6th, 1948, cols. 69-71.) 

It is to be noted that the late Chancellor stated 
that ‘there is no intention to interfere with 
legitimate expenditure so incurred’. If there was 
no intention in 1948 there should be no intention 
in 1954. Oddly enough, the position is now com- 
pletely reversed; previously, the Inland Revenue 
claimed that, because of the difficulty of sub- 
stantiating the cost, it often happened that certain 
payments went untaxed; now, because the tax- 
payer finds difficulty in substantiating his claim, 
he often pays too much tax unless he is properly 
advised. It is the opinion of the writer that the 
Revenue had ample means of assessing extrava- 
gant claims under the then existing law and that 
the machinery brought about by the Finance 
Act, 1948, was another instance of the taxpayer 
losing rights which from 1918 onwards had been 
jealously guarded. 

In this so-called age of freedom, those fortunate, 
or unfortunate, persons who are in receipt of 
expense claims are looked upon in some quarters 
as criminals and have to prove their innocence. 
Directors and senior executives appear to be at a 
disadvantage as far as taxation is concerned. Why 
should these cases be treated differently from 
those employees who are in receipt of less than 
£2,000 per annum and receive their allowances 
and benefits in kind without the automatic tax 
deductions? Similarly, why the distinction on 
‘home savings assessment’? Was it really necessary 
to introduce new legislation to haul in a mere 
£250,000 per annum? Was it necessary to cause 
such inconvenience to large numbers of people to 


catch the extravagant few who could have been 


caught on the Inspector’s fishing rod any day he 
cared to cast into the waters which these folk 
frequented? It has probably cost the taxpayer 
more than {£250,000 to collect this revenue, and 
dare one ask what happened to it when it was 
collected? Was it put to any better use when it 
arrived in the Treasury coffers? 


Meaning of ‘Necessarily Obliged’ 


The operative words under Rule 7 are ‘necessarily 
obliged’ and ‘wholly, exclusively and necessarily 
incurred’ in the performance of the said duties. 
What is ‘necessary’ is a question of fact, and in 
practice an expense is deemed necessary if the 
employee has been obliged to incur it as ‘an 
essential condition of his employment’. The 
Inspectors often invoke this phrase when dealing 


with claims for car expenses. They invariably 
ask the question, ‘Is it really necessary for the 
employee to own or maintain a car?’ JE the 
ownership of a car is an actual or implied condition 
of employment and the expense is one which each 
and every occupant of the- particular office is 
necessarily obliged to incur wholly, exclusively 
and necessarily in the performance of his duties. 
then Rule 7 has been satisfied. 

If the car is not a condition of employment and 
the Inspector feels it is not necessary to the 
performance of duties, it will be difficult tc 
sustain a claim unless, of course, it can be showr 
that the expense claimed is no greater than woulc 
have arisen in any. case such as for -the use o 
public transport. ee | 

Having established the necessity for maintain 
ing a car or other vehicle, we have next to decid 
what expenses can be claimed for its maintenanc 
and upkeep under Rule 7. Obviously one 
entitled to running expenses, such as petrol; ol 
repairs, cleaning, garaging, etc., and the usua 
wear and tear claims are, of course, admissible t 
cover depreciation. The Inspector will certainh 
point out that if any private use is made of thi 
vehicle a fair deduction must be made, and this 
of course, is quite a reasonable request. The faires 
method of assessing the value of private use i 
probably on a mileage basis. Quite often, i 
practice, companies find it cheaper to pay thei 
employees a mileage claim for the use of thei 
private cars on company business, rather th: 
provide them with the use of a company car, a 
the decision quite naturally rests on the milea 
which an employee would need to cover in t 
course of his duties. A mileage rate is usually lai: 
down by the company based on the horse-pow 
of the vehicle. d | 

Case Law 
As is usual with most tax matters, cases take 
before the Courts have an important bearing o 
expenses which are liable for tax purposes. . 
short survey of some of the most important case 
will illustrate the principle involved: 


Cook o Knott (2 T.C. 246) 

This case deals with a solicitor who was Cler 
to the Justices at Bromyard, whilst he himse 
lived at Worcester. He claimed to deduct fror 
the emoluments of this office the cost of travelly 

between Worcester and Bromyard. It was Sei 
by Baron Pollock and Mr Justice Hawkins thi 
these expenses were not incurred in the discharg 
of his duties or in travelling in their performance: 
The fact is that where a man lives is at his ow 
discretion, but travelling from where he lives t 
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where he discharges his duties is not in the 
performance of his duties. 


m 


aie Ricketts v. Colquhoun 
(4 A.T.C. 565; 10 T.C. 118) 
This was a claim by the Recorder of Portsmouth 
for travelling and hotel expenses and the con- 
veyance of his robes from London to Portsmouth. 
It was decided in the House of Lords that the 
expenses involved should be disallowed. It is 
interesting to note that Lord Blanesburgh said 
that the expenses are restricted to: 

‘those which each and every occupant of the 
` particular office is necessarily obliged to incur 

in the performance of his duties, to expenses im- 

posed upon each holder ex necessitate of his office, 
‘—~anrd-t6 such expenses only. It says: “If the holder 

of an office is obliged to incur expenses in the per- 
formance of the duty of the office’ the duties 
again are not the duties of his office: in other 
words, the terms employed are strictly, and I cannot 
doubt, purposely, not personal but objective.’ 

In the same case, Viscount Cave, L.C., said 
that to be deductible the travelling expenses had 
to fulfil two tests — they had to be expenses which 
the holder of an office was obliged necessarily to 
incur by the very fact of holding office and they 
must be incurred in the course of the performance 
of its duties. The expenses in question satisfied 
neither test. | 


Nolder v. Waters (9 A.T.C. 251; 15 T.C. 380) 
This is a most instructive case and warrants 
careful study. Mr Walters was a pilot employed 

- Imperial Airways Ltd, and he claimed to 

deduct from his salary the following expenses: 

(1) upkeep of a motor-car to convey him 
between the aerodrome and his home; 

(2) part of the expenses of a telephone at his 
home- to receive messages in connection 
with his occupation; and 

(3) an allowance for subsistence expenses when 
away from home on duty over and above the 
allowance made to him by the company 
when away from England, no allowance 
being made for one day away. 

For some years Mr Walters had been allowed, 


Taxes, a round sum of £200 per annum, being a 
fair allowance for the expenses which he neces- 
ec? incurred as an air pilot. Later, however, a 
Vestminster Inspector refused the allowance 
and Mr Walters thereupon appealed to the 
General Commissioners; they were sympathetic 
to his application, but Rowlatt, J., disagreed with 
their findings. Commenting on the travelling ex- 
penses, he said: 
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**In the performance of the duties”? means in ` 
doing the work of the office, in doing the things 
which it is his duty to do while doing the work of 
the office. A man who holds an office or employ- 
ment has, equally necessarily, to do other things 
incidentally, and spend money incidentally, because ` 
he has the office. He has to get to the place of 
employment... and it costs him something, if it is 
only shoe leather, to get there; but that is not in the 
performance of the office because in getting there 
he is not doing the duties, or doing the work of 
the office. . . . Some offices and employments do 
involve the duty of travelling. It is not a question 
of getting to the place of employment, but the 
employment may be actually to travel, as in the 
common case of the commercial traveller, and, as 
some people say, in the case of the Member of 
Parliament.’ 


Dealing with the extra expense of having to 
stay at hotels abroad, it was agreed that Mr 
Walters was entitled to charge something for the 
extra expense in so far as it was not recouped 
by his employers, and, bearing in mind the fact 
that the amount claimed was reasonable, the 
judge treated that as a finding of fact that he was 
not entitled to upset. As to the telephone, the 
judge dealt with that on the same basis as the 
motor-car and allowed Mr Walters an additional 
living expense which the Revenue had previously 
been prepared to concede. 


Nicholls v. Austin (14 A.T.C. 172; 19 T.C. 531) 
In this case the upkeep of a managing director’s 
residence, paid by the company under his con- 


‘tract, was regarded as remuneration. These sums 


were allowed as an expense in the company’s 
account, but the Revenue contended that, so far 
as the director was concerned, these were not 
expenses incurred in the performance of his 
duties, and the amount was treated as additional 
remuneration and he was assessed on it. 


Simpson v. Tate (4 ATC 187; 9 T.C. 314) 
Dr Tate held a public appointment and was 
taxed under Schedule E. He claimed on the 
subscriptions to professional societies; the Special 
Commissioner allowed these. Mr Justice Rowlatt, 


. however, held that the expenses were not wholly, | 
by agreement with the: Croydon Inspector of ` 


exclusively and necessarily incurred in the 
performance of the duties of his office. ‘He does 
not belong to societies in order that he may get 
the journals and read them to his patients.’ It 
should be noted, however, that in practice the 
Revenue have been known to take a less stringent 
view and often allow an annual subscription to a 
professional body by concession, provided it is 
proved that the employee is required by his 
employer, as an indispensable condition of his 
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employment, to maintain his membership of a 
professional body, and to bear the annual sub- 
scription out of his remuneration. 


Hamerton v. Overy (15 T:R. 61) 

This is a recent case dealing with a claim by a 
full-time consultant anaesthetist of a regional 
hospital board to deduct in arriving at his 
emoluments a portion of the cost of maintaining'a 
telephone at his home, a part of the wages and 
keep of his maid, and his subscription to a medical 
defence union. Furthermore, he sought to claim 
an initial allowance and an annual allowance in 
respect of his car. 

On appeal, the General Commissioners refused 
to allow any of the expenses that were claimed by 
the appellant, bearing in mind the fact that the 
regional hospital board made payments in respect 
of the wear and tear of the car. On appeal to the 
High Court, it was held by Mr Justice Wynn- 
Parry that there was no indication that the 
General Commissioners had misdirected them- 
selves and that the taxpayer’s claim covering the 
wear and tear of his car, his claim for an initial 
and an annual allowance was prevented by 
paragraphs two and four of Part II of the Sixth 
‘Schedule to the Finance Act, 1949 (now Section 
279 (4), and Section 290, Income Tax Act, 1952). 

Mr Justice Wynn-Parry pointed out that the 
appellant was not obliged to incur and defray the 
expenses claimed. The claim to an initial allow- 
ance could not be looked upon as “an expense 
incurred or defrayed’. The learned judge added 
that in his opinion the judgment of Mr Justice 
Vaisey in Lomax v. Newton (32 A.T.C. 312; 34 T.C. 
558) must be regarded as covering the expenses, 
such as the cost of the telephone, the keep of the 
maid and the subscription to the medical defence 
union, and therefore these expenses could not be 
allowed. 

Benefits in Kind 
Section 39 of the 1948 Finance Act (now Section 
161, Income Tax Act, 1952) is another section 
which is aimed at directors and senior executives 
and deals with benefits in kind. In practice, 
if a director or senior executive receives any 
benefit from their employers which would not 
otherwise be chargeable to taxation, they are 
assessed for tax on-the value of the benefit they 
receive. It does not need much: imagination to 
realize all the arguments and counter-arguments 
that this section has evoked, when an attempt is 
made to place a value on such things as, ‘living 
or other accommodation, of entertainment, of 
domestic or other services, or of other benefits or 
facilities of whatever nature’. Indeed, there has 
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been an outcry by the taxpayer and his advisers 
about the recent innovation of ‘home savings 
assessments’ by certain inspectors. It is ie“ 


' stood that flat-rate assessments for tax are being“ 


raised in consideration of home living expenses 
assumed by the Revenue to have been saved by 
executives when away on business, no account 
being taken of the additional expenses these 
executives often incur as a result of their overseas 
visits, such as the hotel bills of their wives, who 
refuse to stay alone at home, because of fear of 
intruders. 


Every case of a ‘home savings assessment’ 
should be stoutly resisted before the idea becomes 
firmly entrenched in the official mind. The 
practice appears to be based on the assumptian, 
that whatever a man saves as a result of his being 
away from home on company business should be 
valued, and that he should be assessed on that 
value. The charge per day appears to vary accord: 
ing to an executive’s standard of living, and may 
vary from 4s to 25s a day. If a taxpayer is assessed 
in this way he 1s advised to prepare details of 
the actual cost of his normal meals and have them 
available should the EE attempt to raise 
an assessment. 


One is tempted to ask. Se is the object of 
raising “home savings assessments’? Surely it 
cannot be for the purpose of ‘raising additional 
revenue? Whatever the object, the result is quite 
clear — these petty assessments are causing the 
taxpayer and his advisers such unnecessary wast 
of time and effort that they will act as a deterrent 
to executives making overseas -visits for the 
purpose of increasing the trade of this country -— 
trade which is the life-blood of the nation and out 
of which the Exchequer garners quite a heavy 
tax collection under Schedule D assessments. 


Usually the district inspectors are empowered 
to use their discretion in cases of this sort, but in 
practice it is believed that in the case of expense 
allowances they are under strict instructions 
from Somerset House. 


Not satisfied with ‘home savings’ assessments 
the Inland Revenue have recently launched a new 
attack on directors and senior executives earning 
over £2,000 per annum. If employers run a 
group insurance for the benefit of their staff and 
the company pays the premium and the benefig 
is received direct by the employee or his nominee, 
the Inland Revenue contend that the premium 
in the case of the director or the senior executive 
is to be treated as income and subject to tax. 
Furthermore, companies are expected to make a 
return of such payments to the Collector of Taxes. 


ma 
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It is quite illogical that this ruling should apply 
to one class of taxpayer only and it is time that 
giréctors and senior executives affected by the 
Finance Act, 1948, lodged their disapproval in 
no uncertain manner. There has been far too 
much complacency on the part of this class of 
taxpayer, which has encouraged the Inland 
Revenue to widen the net further and further. 


Procedure for Rule 7 Claims 

Having surveyed the field, it now remains to 
deal with the submission and agreement of the 
claim with the Inspector. Before fixing the 
appointment, the taxpayer or his adviser should 
pause to give some thought to the psychological 
aspect..of the case; he is advised to look at. the 
case from the Inspector’s point of view. After all, 
the Inspector is a human being, like ourselves, 
having his likes and dislikes and his own way of 
dealing with each case that is brought to him for 
consideration. He is not personally responsible for 
the tax legislation which is so intricate and often 
so unfair. His job is to see that the rules and 
regulations drawn up by Parliament are adhered 
to. Thus it is quite unfair for a taxpayer. to label 
an Inspector as ‘harsh and unfair’, when the said 
taxpayer rushes along to see his Inspector, not 
knowing all the rules and regulations and failing 
to take expert advice. 

The Inspector’s ‘Bible’ is the Income Tax Act 
and case law arising thereon. If a case does not 
come within the rules, then the Inspector can 
hardly be expected to grant dispensation. In 
practice, Inspectors are found to be reasonable 
and fair-minded, but the instructions issued to 
them may not be reasonable. However, it must 
be remembered that they live in a different 
sphere from the high-powered sales executive, 
who travels widely in search of orders. To such an 
executive, entertaining is a sine qua non; no enter- 
taining, no orders! To obtain large export orders, 
which they do in the face of fierce competition 
‘rom abroad and also from other United Kingdom 
competitors, company executives are finding it 
nore and more necessary to entertain on a 
senerous scale. Therefore, when the taxpayer 
walks into the Inspector’s sanctum, he should 
‘emember that the Inspector probably takes his 
neal at a small restaurant round the corner. He 
hay, therefore, be somewhat surprised and,- in 
ome cases, even sceptical of the cost of entertain- 
ng, which people engaged in the export market 
nust pay at some of the well-known hotels. 
| Clients should realize that it will be necessary 
to maintain diaries recording the names of the 
customers they entertain, the dates and the 
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amounts spent. It will also help their case if 
they make a brief note of the purpose of the 
entertainment. Inspectors presented with a type- 
written list of entertainment expenses and a 
record of car expenses incurred, are much more 
likely to allow dispensation than they would in 
those cases where clients can only give a general 
account of how their round-sum allowance or 
other sums have been disbursed. Time spent m 
presenting an initial claim will be amply rewarded, 
for if the Inspector is enabled to see the justifica- 
tion of the claim and it appears to him to be fair 
and reasonable, he will probably give dispensation 
for the amount claimed. In practice, it is often 
found that when a case of this nature is agreed, 
there is little argument in future years, provided 
circumstances remain unaltered. When a claimant 
fails to reach settlement, he should have no 
hesitation in appealing to the General or Special 
Commissioners, or even to the High Court, 
provided he has a reasonable case. It should, 
however, be remembered that the Revenue claim’ 
to be anxious to give a complete dispensation from 
the effect of the Act in appropriate cases, so as to 
save trouble to all persons concerned. © 

Where dispensation has been granted it is 
advisable to receive written confirmation from 
the Inspector, otherwise difficulties may arise 
should the Inspector be later removed to another 
district. It is the practice of some inspectors not 
to allow dispensation as such, but to make an 
appropriate allowance in the tax coding. The case 
then comes up for review each year. 


Conclusion 


It is not surprising that the fuss and bother that 
has been.caused by directors’ and senior execu- 
tives’ expenses and benefits is equally as dis- 
tasteful to the Inspector as it is to accountants and 
their clients. The remedy, however, is in our own ` 
hands, for, when all is said and done, we elect our 
Members of Parliament, who themselves are just 
now slightly worried about salaries and expenses. 
The statement by Croom-Johnson, J., in the 
case of Bolam v. Barlow (28 A.T.C. 10; 31 T.C. 
139) is most apposite in this connection: 
- ‘A great number of these cases have produced, in 
my judgment, extremely hard results, but. the 
remedy for getting rid of those hard results, as 
was pointed out in Ricketts’ case, is not to come 
and appeal to this Court, because hard cases make 
bad law, but to appeal to the legislature, who, when 
they have the time and inclination, for what will 
prove to be, I have no doubt, a very onerous task, 
may bring up to date these rules under the Income 
Tax Acts,....’ E 
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ELECTING A DIRECTOR-—II 


by. S. D. TEMKIN, M.A., LL.B. 


directors as at their first appointment. Here 

the position 1s considered primarily from the 

point of view of the situation which arises when 
directors retire and their positions need to be filled. 

If Table A be adopted without modification 
then (i) the number of directors and the names 
of the first directors will fall to be determined by 
the subscribers (article 75); (ii) at the first annual 
general meeting all the directors will retire 
(article 89); and (iii) at every subsequent annual 
general meeting one-third of the directors or the 
number nearest to one-third will retire (zbid). 

In practice, this clause of Table A is modified. 
There is no single customary form, but in small 
companies it is not unusual to find an article 
on these lines: 

Until the company in general meeting shall 
otherwise determine, the number of the directors 
shall not be more than five nor less than two. 
John Jones and Martha Jones shall be the first 
directors and each of them shall hold office until 
he or she dies or resigns or ceases to’ hold any 
shares in the company. 

Such an article is often added — not in substitution 
for but by way of addition — to the retirement and 
election provisions of ‘Table A. Therefore there 
follows usually a provision exempting these two 
named directors from those provisions. 


|e the first article I considered the election of 


Rotation Provisions 


Even where directors are named as in the 
specimen article set out above, the usual rotation 
provisions may still prove to be of importance, 
‘because directors may be appointed in addition 
to the two mentioned by name in the articles, or 
because for one reason or another, such as death 
or the sale of shares, the persons named may 
cease to be directors but the company has not 
gone to the trouble of passing a special resolution 
for the alteration of its articles by substituting as 
permanent directors the names of the new 
shareholders. ` 

Supposing there are only two directors to 
whom the retirement provisions of article 89 of 
Table A (mentioned earlier) apply, how many 
retire at each annual general meeting? 

In calculating the third who retire, permanent 
directors will, as articles are usually drafted, be 
excluded. There cannot be a number which is 
one-third of two, and therefore we have to take 


the number which is nearest one-third, i.e. one. 
Under Table A, therefore, both directors would 
retire at the first annual general meeting and one 
at every subsequent annual general meeting. 


Election Formalities 


It is usual for directors to offer themselves for 
re-election. What are the formalities attendant 
upon such re-election? 

Apparently they are minimal. By article 50 an: 
annual general meeting must be called by pot Less 
than twenty-one days’ notice unless all the 
members entitled to attend and vote agree to 
accept shorter notice. By the Companies Act, 
1948, Section 133 (1), any provision in tł 
articles compelling members to accept less than 
twenty-one days’ notice is invalid, and article 50 
of Table A follows this subsection. In the case of 
small private companies where there will be only 
two or three shareholders, consent to shorter 
notice will not be difficult to obtain. 

Must the notice state that directors are to be 
elected or that any particular director offers 
himself for re-election? Apparently the answer 
is ‘no’ if Table A be followed. By article 50, the 
notice ‘shall specify the place the day and the 
hour of meeting, and in the case of special 
business, the general nature of that business 
Article 52 provides: 

‘All business shall be deemed special that is 
transacted at an annual general meeting, with the 
exception of declaring a dividend, the consideration 
of the accounts, balance sheets, and the reports of 
the directors and auditors, the election of directors 
in place of those retiring by rotation, and the 
appointment of, and the fixing of the remuneration 
of, the auditors.’ 

It will be seen that the ‘election of directors in 
place of those retiring by rotation’ (my italics) is 
taken out of the category of special business; 
therefore it appears not to call for the mention, 
even of its general nature, in the notice. 

However, the limitation contained in the words 
I have italicized should be noted. If Israel 
Macpherson and Ignatius Goldberg are the tw 
directors subject to the rotation provisions arid 
Israel Macpherson retires, then that one place 
can be filled either by his re-election or by the 
election of John Smith to replace him without 
any reference to election of directors appearing 
on the notice. If, however, while the articles 
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provide for ‘not less than two nor more than five’ 
directors, there are only two in office and it is 

lestréd to fill up one or more of the three vacant 
places, then some indication of what was proposed 
would be necessary. However, the amount of 
indication needed to satisfy this requirement is not 
very great. 

g Wording of Notice 

In Choppington Colliertes Ltd v. Johnson ([1944] 

1 All E.R. 762) article 50 was in the form given 
above. The notice of the annual general meeting 
stated that the ‘purposes’ for which it was called 
included ‘(ii) to elect directors’, which was 
followed by a statement that one of the directors 
retired and offered himself for re-election. In the 
course of the meeting this gentleman was duly 
proposed, whereupon an amendment was moved 
te substitute the names of three other gentlemen, 
there being vacancies.under the articles for three 
extra directors. The chairman ruled this amend- 
ment out of order, and on his decision being 
challenged in the Court it was argued that the 
notice gave no indication that anything out of the 
way was going to happen and that an ordinary 
business man, on reading it, would take the view 
that “election of directors’ meant nothing more 
than the election of one director in place of the 
gentleman who was retiring. The Court rejected 
this view, holding that the form of this notice 
would convey to an ordinary man that more than 
one director might be elected and that on reading 
it he would say, ‘I wonder who they are putting 
‘ap for the other directorships’. ‘It is in the plural’, 
said Mr Justice Uthwatt (and the Court of Appeal 
unanimously adopted his judgment) — 

“The question, therefore, is whether reading the 
document in the way I have read it, you can 
properly say that notice has been given of the 
general nature of the business. There is no need to 
specify that the business is special. There is no 
need to specify the exact nature of the business. 
It is not necessary to say: “I propose A. or X, as a 
director”. All you have to do to comply with the 
articles, is to specify the general nature of the 
business. I think there is in this notice a sufficient 


specification of the general nature of the business, 


to bring it within the competence of the meeting 

to elect directors up to the number permitted by 

the articles. It is usual -for some such words as 

- “To elect directors” to be included in notices, 

A since by so doing directors can without further ado 

bring forward nominees of their own for the un- 
filled places.’ 

The position of the retiring director offering 
himself for re-election is still more favourable, for 
by article 92 he is deemed to have been re-elected 
unless (i) the meeting expressly resolves not to 
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fill the vacated office, or (ii) a resolution for his 
re-election has been put to the meeting and lost. 
Alternative (ii) of this article was added only when 
Table A was revised in 1948, and there will be 
many companies of whose articles it forms no part. . 

' The case of Grundt v. Great Boulder Proprietary 
Mines Lid ([1948] Ch. 145) is therefore still in 
point. The plaintiff, a director retiring by rotation, 
was proposed for re-election, but the resolution 
on being put to the meeting was lost. No other 
person was proposed for election, nor was any 
résolution proposed to reduce the number of 
directors. The Court of Appeal held that though he 
had been defeated, the plaintiff remained in office. 
»|Companies which adopt Table A in its new 
form do not have to meet this particular difficulty 
because of the addition of alternative (ii) to 
article 92. Still, one could envisage a situation in 
which an astute member might contrive to have 
a meeting closed or at least adjourned without 
coming to any decision on the filling of the 
vacancy because a decision might be adverse to a 
retiring director while if no decision were taken 
he would continue in office. Would a resolution 
that the vacancy be not filled be ‘special business’ 
so as to require to be indicated in the notice? 
There is no authority on the point, but the results 
would indeed be strange if it were. Article 52, 
referred to earlier, is, so to speak, standing notice 
to every member that the ‘election of directors in 
place of those retiring by rotation’ is part of the 
business of every annual general meeting, and if so, 


‘one might be justified in thinking that a decision 


not to elect anyone came within its terms. 


Position of New-comers 

The foregoing, it must be emphasized, applies 
only to existing directors whose terms of office 
are expiring. New-comers are provided for by 
article 93. Their position depends on whether or 
not they are recommended by the directors. If 
they are so recommended, then it appears that no 
further formality is required. If not, then a 
member of the company qualified to attend and 
vote must give notice of his intention to propose 
such person in writing not more than twenty-one 
days nor less than three days before the meeting. 
The person proposed must give similar notice. 

Table A (article 95) gives the directors power 
to fill casual vacancies or to bring the board up 
to the full strength permitted by the articles, 
but directors so appointed retire at the next 
annual general meeting. 

(Concluded.) 


1'The effect of the procedural motion known as ‘the pre- 
vious question’ should be considered in this connection. 
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AUSTRALASIAN COMMENTARY -XV 


Professional Topics in Australia and New Zealand 
by S. R. BROWN, LL.B., F.C.A.(Aust.) 


The writer of this series of articles is the senior partner in a firm of chartered 
accountants in Sydney, Australia. He is the author of several text-books on 
accounting eg company law. 


One New Syllabus ~ 


HE new syllabus and schedule of 

exemptions laid down by the Chartered 

Institute of Accountants came into operá- 
tion on January Ist, 1954. The most significant 
change in the syllabus is the setting up of a 
dehydrated Final examination consisting of four 
subjects only, viz. advanced accounts, final 
auditing, taxation and ethics. Subjects like 
company law and bankruptcy law, hitherto in 
the final, are now relegated to ‘Intermediate 
Group 2’. The whole scheme, which consists 
mainly of this re-allocation (there being only a 
minor change in content of papers) was designed 
to achieve the Council’s object of matching 
more closely the Institutes syllabus with 
syllabuses of the universities and other examining 
bodies so as to extend and simplify a proposed 
schedule of exemptions from the Institute’s 
examinations up to final standard and including 
many of the legal subjects. In its considerations, 
the Council had in mind not only the desire to 
encourage entry of university graduates into the 
profession but also to relieve, as far as possible, 
the position in New South Wales and Queensland 
where many candidates for the Institute’s exam- 
inations were also sitting for the examinations of 
the respective Registration Boards. 

One of the most important of the exemption 
provisions is that those who have passed the full 
examinations of one of the Public Accountants’ 
Registration Boards (in either New South Wales 
or Queensland) will, in future, be required to 
take only the four above-mentioned final subjects 
with the Institute. There is no exemption from 
any final subject. 


-and Another 
Whilst on the subject of Institute syllabuses, it 
is Interesting to note that the comparatively new 
Australian Society of Accountants has imple- 
mented a syllabus which departs in a very marked 
fashion from the conventional intermediate-final 
set-up. Divided into three stages it relaxes the 
‘emphasis on law and widens the scope of account- 
ing subjects. Highlights are: company law is 
amalgamated with company accounting; stage 1 


accounting (approximately intermediate) takes 
in only certain elementary principles of auditing; 
and, in addition to three papers on advanced 
accounting and auditing, there are two papers on 
management accounting designed as a thorough 
test of a student’s knowledge of a comprehensive 
well-balanced subject-matter. 


D e fain a bn, Lei 
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New Zealand Fusion 

The fusion of the New Zealand Institute of 
Secretaries with the Chartered Institute of 
Secretaries has now been effected by the issue 

d Supplemental Charter by the Privy Council. 
As from January 1954, the New Zealand 
Institute will publish its own journal entitled’ 
The Secretary, New Zealand Edition. 


Company Law Amendments 

The Queensland Company Statute’ has recently 
been amended and the item of most interest to 
accountants is the new requirement that private 
companies lodge copies of their annual audited 
balance sheets with the Registrar. However, this 
does not leave the private company open to the 
same degree of exposure as to its financial affair 
as the public company for the balance sheet and 
supporting documents must be sealed in a 
envelope by the Registrar and not allowed 
inspection except by order of a Supreme Court 
judge or the president of the Industrial Court. 
Other amendments relate to qualification of 
auditors, sending of balance sheet of private 
company to members, and (perhaps of special 
interest to some English readers) the removal 
of the general exemption previously granted to 
foreign private or proprietary companies of 
lodging their balance sheets with the Registrar. 
Such exemption is now allowed only on the 
written authority of the Crown Law Officer. 


i 

Government Accounts ss 

During the submission of recommendations o 
behalf of The Chartered Institute of gel 
to the Parliamentary Joint Committee of Public 
Accounts last August, Mr R. A. Trish, F.c.a.(Aust.), 
said that the form of accounts which the Common- 
wealth used was outmoded and seriously deficient 
for the present scale of government. It was put 


April 17th, 1954 


that the matching of costs against income was 
desirable in all forms of Government business 
wiridertakings. In particular, the post office was 
referred to as being an undertaking for which 
the true position could not be ascertained from 
a statement of receipts and payments. A practical 
suggestion made was that a task-force of inde- 
pendent accountants be appointed to have full 
access to Government accounts, investigate the 
problems and make recommendations on how 
to solve them. (The Chartered Accountant in 
Australia, September 1953.) 


Sampling 

In the January issue of The Australian Accountant, 
Mr F. K. Wright points out that the technique 
of sequential sampling is not the most appropriate 
method for use in all types of audit work. 
Whereas it may be suitable in external audits, 
‘Where at the year-end the auditor has to review 
the year’s work, it is not suitable for use in 
internal audits or in continuous external audits 
where the auditor cannot wait until the end of 
)the year before deciding whether the standard 
of work has been satisfactory. In these latter 
cases he will want to control the quality of the 
work month by month and week by week, 
and Mr Wright is of the view that the technique 
known as quality control would appear to be 
more appropriate for use in such cases. Append- 
ices show the calculation of the control limit 
enct the setting up of a quality control record. 
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Disclosing Turnover 


There is an increasing tendency for Australian 
companies to disclose their turnover figures in 
their annual financial statements. It is interesting 
to note, however, that such disclosure is being 
made in the main only by companies which fit 
into the following classes: those which are virtually 
monopolistic in character or those which, whilst 
subject to competition, stand in such a dominant 
position in their particular market that they are 


not vulnerable to a disclosure of sales. 


Differential Cost 
Actual case studies are so rare in accounting 
literature that reference should not be missed: 
here to Mr W. P. Freemantle’s study appearing 
in The Australian Accountant (January 1954). He 
shows that although the extra capital cost of a 
pallet handling scheme over an extension of the 
existing scheme was £38,103, this additional cost 
was recoverable on a double shift operation in 
1-125 years. Brief but informative, the study: 
sets out the details sought and figures Ee 
for the cost comparison. 


Chair of Accounting 


A movement is on foot in Victoria to found a 
Chair of Accounting in the University of 
Melbourne gs. a tribute to the.memory of the 
late Professor G. L. Wood. A memorial committee 
has been set up with the State Registrar of the 


Australian Society o Accountants as secretary. 


. -THE SCOTTISH £1 NOTE 


by R. ROBERT, A.C.LS. 


certainly a most interesting one - may be 
said to begin with the formation of the 
Bank of Scotland in 16951, though there was 
paper currency prior to that date. Commencing 
operations in 1696, the Bank of Scotland immedi- 
ately issued notes, ‘the lowest being Ze sterling, 


T HE story of paper money in Scotland - 


and because of the shortage of metallic money ° 
. another’s notes. 


they quickly became popular. In 1704 the Bank, 
in response to the insistent demand for notes of 
smaller denomination, issued {1 notes. 

Another important stage was reached in 1727, 


is article is complementary to that entitled ‘Britain’s 
ee Currency’ in The Accountant, dated December 19th, 


i William Paterson, founder of the Bank of England was, of ° 


course, a Scotsman: strangely enough it was an Englishman 
who founded the Bank of Scotland ~ John Holland, a 
London merchant, who was both its ‘projector’ and its 
first governor. 


when the Royal Bank opened its doors, and also 
began to issue notes, which, like those of its 
older rival, were payable on demand in coin. 
An intense competition developed between the 
Bank of Scotland and the Royal Bank, and 
neither spared efforts to put the other out of 
business. Among other things they resorted 
to the old banker’s ruse of buying up one 
The Bank of Scotland was, 
indeed, brought close to disaster. It had to. 
suspend payment (in March 1728), but as its 
position was basically sound, it was able, after 
a reorganization, to resume business. 

The occurrence did, however, SENG a 
weakness in the Scottish currency system, 
namely, the inadequacy of the cash reserves. 
Any large return of notes for conversion created 
difficulties at once. In an endeavour to find a 
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way out, the Bank of Scotland began to issue 
notes payable on demand or six months after 
demand with interest. In 1730 this applied to 
notes of the higher denominations only, but two 
years later the ‘option clause’ was attached also 
to the {1 notes. 

The Royal Bank followed suit — and eventually 
there came a reconciliation between the two 
rivals. This was brought about by the emergence, 
in the mid-eighteenth century, of a whole 
legion of private bankers who put notes into 
` circulation indiscriminately and with the most 
meagre backing. All attached the ‘option clause’ 
to their issues. This led, during the second half 
of the century, to something like an inflation. 
Gold and silver virtually disappeared. 

Already in 1752 the Bank of Scotland and the 
Royal Bank had sunk their differences to make 
a common front against the ‘interlopers’, but 
they were unable to prevent the drift downwards 
into the pit of monetary chaos. Law and order 
were not restored until 1765, when the Govern- 
ment passed an Act which decreed that all notes 
were to be payable on demand, and that the 
option clause was illegal. Another provision was 
that no notes were to be issued for less than {1 
sterling. (Some of the private bankers had issued 
them for as little as one penny sterling!) Even 
more stringent was the enactment that the banks 
would, in future, be liable to ‘summary diligence’ 
— 9 Scots legal process for debt recovery. ‘Taken 
altogether, these measures had an immediate 
and salutary effect. 

One other eighteenth-century development calls 
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for at least brief comment. The British Linen 

Company, in close contact with the weavers, 

decided to set up as bankers and, in effect 
initiated the system of branch banking. In 1774 
the Bank of Scotland, with its activities. mainly 
centred in Edinburgh, opened branches in 

Dumfries and Kelso — and in this respect Scotland 

certainly blazed the trail. 

Other events affecting Scotland’s paper cur- 
rency occurred during the nineteenth century. 
Parliament, in 1826, spoke of prohibiting the 
issue of notes under Ze, not only in England 
(where matters were a little out of hand) but 
in Scotland as well. This roused a storm of 
indignation, and Sir Walter Scott himself was 
moved to vehement protest, with the result that 
the Scottish {1 note was reprieved. 

The Bank Charter (Scotland) Act of 1845, 
provided, inter alia, that no new bank was to be 
allowed to issue notes. In imposing this, ands 
other restrictions, the administration of Sir 
Robert Peel had tacitly admitted that the issue 
of notes in Scotland, at that time, was on a much 
surer footing than further south. Eight banks 
were confirmed in their right to issue paper, the 
issues being limited, in each case, to the average 
amount of the issue in the twelve months prior 
to the passing of the Act, though any bank 
might exceed the limit, provided it held coin, 
or bullion to cover the excess. 

There we must leave the story, only mentioning, 
by way of conclusion, the rather surprising fact: 
that the Scottish £1 note is still not recognized; 
on either side of the Tweed, as legal tender. 


‘THE PLACE OF FINANCE 
IN PUBLIC ADMINISTRATION 


by SIR HAROLD HOWITT, G.B.E., D.S.O., M.C., D.L., D.C.L., J.P., F.G.A. 


A summing-up of the papers delivered at the week-end conference of the Institute 
of Municipal Treasurers and Accountants held at Balliol College, Oxford, from 
March 19th to 21st, 1954, l 


APPRECIATE very much the compliment you 
[= me in asking me to come down here and 

attempt to sum up all that we have heard during 
the last few days. We have had a series of very 
thoughtful papers by very distinguished people, and 
I would like to start by saying, quite genuinely and 
sincerely, that I have never attended a conference 
where the papers and the discussion have been on a 
higher and more intellectual level. I hope this is not 
presumption on my part. 


conference is to be published shortly by the Institute of 
Municipal Treasurers and Accountants and will be on sale. 


As to why I am here: I suppose it is because, 
unlike the Treasury, I am one of those people who 
cannot say ‘Nol’ When I got the invitation some 
months ago I light-heartedly accepted, as one does, 
with the thought that the date is a long way off, and 
as the time has passed the wind has got up mor 
and more, until at the moment it is vertical. It is 
impossible, in the space of half an hour, to attempt 
to sum up adequately, and the only matter on which, 
from your conversations with me, you are unanimous, 
is your sympathy for me — I am grateful for that. 

In the nature of things, it would not have been 
correct for me to write a paper beforehand so I will 
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tell you what I propose to do. I will attempt first to 
deal with a few of the generalities that emerge, and 
paen to take separately the three main sections of 
public administration which we have been discussing, 
namely, government, municipalities and nationalized 
undertakings, and endeavour to see whether any 
broad principles have emerged from the discussions 
as to the place of finance in them. I will try to look 
at them against the background of free enterprise, 
although this has not been the subject of the con- 
ference. 

In a sense, all these realms of public administra- 
tion are a gradation from the rules of free enterprise 
at one extreme to those of government control at 
the other. In between these extremes the munici- 
palities and now the nationalized undertakings are 
allin their separate spheres, trying to apply the best 
of these opposing methods of control to their par- 
ticular problems. 


Guiding Principles 


The principles of government control are, of course, 
long established and are largely on a cash basis. 
Municipal control is only partly on a cash basis and 
their principles, too, are firmly established. In the 
case of nationalized undertakings, as has been 
‘pointed out, they are at the beginning of their careers 
and are going through their teething troubles. In 
order, therefore, to be as practical as possible, I 
will endeavour in their case — perhaps greatly daring — 
to suggest some of the points that have emerged at 
this conference, not necessarily as applicable to all 
nationalized undertakings, but as representing a 
broad concensus of opinion, as to what should be 


their guiding principles. I think perhaps a confer- ` 


‘nce of this sort is one of the best ways of searching 
‘or these principles, even though they can never be 
iniform. 

The essential differences between public admini- 
itration and free enterprise have been commented 
ipon, the latter including the motives of profits and 
f competition, incentives, etc. — if you like the laws 
f the jungle. Our present welfare state is trying to 
yet away from these laws and to adopt other forms of 
control. In some.cases one can notice a compromise 
yetween the two extremes. It is for public administra- 
‘ion and those responsible for it to prove that their 
new technique is better than the old. It is up to you, 
specially those of you who are starting up the 


iationalized undertakings, to develop this new tech- ° 


uique with as few disabilities as possible. If any 
remain they are perhaps inherent in the price we 
yay for democracy; but it is-your province to try to 
ut them down to the minimum. 

\In Government control there seems to be general 
agreement that the permanent secretary should be 
the accounting officer. I did not know, till Sir 
Edward Bridges told us of past history, that there 
had been controversy on this point. I had accepted 
it as natural if for no other reason that in the last 
resort it is the permanent secretary who has to appear 
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before the Public Accounts Committee and account 
for all the doings of his department. In municipal 
affairs, it may be that the absence of such machinery 
accounts for the fact that the town clerk, even if 
ultimately responsible, is often a separate individual 
from the finance officer, though close contact is 
maintained between them. 


, A Strong Official Financial Head 


The question has accordingly been raised as to how 
strong an individual the permanent secretary, or 
whatever the accounting officer may be called in 
tie various grades of public administration, should 
be. The feeling seems to be that this in part depends 
on the permanency of the boss. In the case of a 
government department, and also in a municipality, 
as the boss is Parliament or the council, and as they 
change periodically, it is desirable that the official 
financial head should be strong, perhaps even stronger 
than in private enterprise. In the case of limited 
companies, for instance, even though a board of 
directors may sometimes contain an individual who 
is called the finance director, he does not as a rule 
take the direct responsibility for financial control; 
he is there more to advise. 

I need not expound on the qualifications necessary 
for a finance officer in public administration. ‘They 
obviously include not only ability and integrity, 
but a willingness to co-operate with management; 
they are not just a negative force, but they require a 
considerable element of tact. 

I was asked whether I thought the finance officer’s 
position ought to be a prerogative of qualified 
accountants; I do not think so. Qualification no doubt 
helps him at the stage of recruitment and one hopes 
that thereafter his training will help him to go ahead, 
but this should not be simply because of any degree 
he holds. In some parts of the Commonwealth I 
understand that public officials take accountancy 
examinations merely to entitle them to a step-up in 
grade and I think this a very wrong principle - I 
instinctively dislike promotion and pay being related 
to grade and rank rather than to merit, however 
necessary this may be in a great organization dealing 
with public administration. I do not want to be con- 
tentious, but I cannot help thinking that herein lies 
the chief fallacy behind the claim for equal pay for 
equal work. 


Essential Problem of Financial Control 


L am glad that several times during this conference 
reference was made to the fact that when you boil 
down all these problems— when you look through 
the form to the substance, they are in effect all con- 
cerned with the fair distribution of the common 
pot and a recognition of the fact that if it is a pint 
pot you cannot get more than a pint out of it. ‘This is 
the essential problem of financial control. One saw 
it aS an extreme instance in war conditions; there 
one talked about finance in terms of pounds, shillings 
and pence, but in effect, all that finance did was to 
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arrange the priorities of man-power and materials to 
meet the various demands made on them ~ and in 
the last resort, that is all we are doing today. 

In considering this problem of the division of the 
common pot, it is pertinent to say a word concerning 
the demands of labour upon it, especially to many of 
you responsible for big and powerful industries, and 
departments of public administration where wages 
represent the biggést claim upon your funds. I am 
in a difficulty in speaking on this because the report 
of the court of inquiry, of which I was a member, 
to deal with the engineering dispute, is still sub 
judice. It is, however, public knowledge that one of 
the proposals in that report was that an authoritative 
and impartial body should review this problem of 
the extent of the national income and its distribution, 
having particularly in mind the position of the export 
trade. It is perhaps material to recall in passing that 
the demands of the engineering unions were based 
largely on three factors, namely, the rising cost of 
living (the spiral), the increase in productivity and the 
profit margin. There, one was dealing largely with 
an industry which is in the hands of private enter- 
prise and questions of profits earned, dividends paid, 
accumulated reserves, profits ploughed back and 
bonus shares, etc., were very much in evidence. 

These factors do not arise so acutely in the case 
of government, municipal or nationally-owned under- 
takings because their whole .capital. structure is so 
essentially different. One factor, however; common 
to all trading enterprises and vital in wage disputes, 
is the question as to whether in considering the profit 
margin, depreciation shall be charged on a basis 
which merely writes off original cost, or whether it 
should be more closely related to the replacement 
cost at current inflated prices of the assets concerned. 
In nationalized undertakings in particular, this 
problem is specially important in decisions related 
to keeping the charges for goods and services, fair 
as between succeeding generations of consumer. 

Having dealt thus far’ with certain of the general 
considerations which have emerged, may I make a 
few comments on each of the three sections of public 
administration represented at this conference? 


The Government 


Firstly, the Government. It has been my privilege 
to work quite closely with and in. various Govern- 
ment departments and I have the very greatest respect 
for the civil service and the civil servant, particularly 
those at the top. To make the point which I wish to 
emphasize in regard to the position of the accounting 
officer, I instance one of my greatest friends, Sir 
Arthur Street, with whom I worked during the war 
in one of the departments where financial control 
was, I imagine, as difficult as any, the Air Ministry. 
There one found the extreme example of an account- 
ing ofhcer sitting in daily contact with senior service 
officers, who quite naturally thought their particular 
service and their individual arm in it, whether 
fighter, bomber, training, etc., was the chief factor 
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for winning the war. In such circumstances, one 
might have thought it impossible for the accounting 
officer to remain on friendly terms with his "Ee 
and yet exactly the reverse was the case. They adi 
sought Sir Arthur’s co-operation daily and he is now 
mourned as much by senior officers in the Royal Air 
Force as he is in the Coal Board. There were, of 
course,.on occasion, friendly digs, as for instance 
when a bomb was dropped on the Treasury and a 
senior officer, was heard to say that that would cost 
Germany the war! 

Government financial control, being unable to 
apply the type of incentive test applicable in private 
enterprise, is based on an entirely different kind of 
structure. First we have Parliament making its policy 
and its political decisions. Then the- permanent 
secretaries watching the policing of this expenditure, 
with the Treasury watching them and occasionally 
having to apply the brake. Further checks are pro- 
vided by the Organization and Methods Branch, 
the Comptroller and Auditor-General, and eventually 
the Public Accounts Committee — a series of checks 
all designed towards the objective of control. Beyond: 
all this theré is the Parliamentary question which 
has its limitations as well as its advantages. There is 
a great responsibility on Members of Parliament to 
use this democratic power in a truly democratic 
way and to have regard to the whole structure of the 
financial control of which they are a part. 


' Cash Basis of Government Accounting 


The cash basis of Government accounting was, in 
the main and no doubt to the delight of the civil 
service, upheld by the recent Crick report. I would, 
however, like to hope that the, Government wil 
implement those directions in which that repor 
inferred that the accrual basis might be adopted. 
There has never been much serious suggestion that, 
say, battleships should be values in any national 
balance sheet, nor even the buildings in Whitehall - 
indeed, there might be discussion in Parliament on 
occasion as to whether such buildings should appear 
on the asset or the liability sidel 

The report did, however, infer that current com- 
mitments might be evaluated, and in particular | 
feel that this applies to pensions. ‘Take, for instance, 
the recent Teachers Superannuation Bill where it 
is frankly admitted that there is a deficiency to date 
in respect largely of back-service of, I believe, some- 
thing approaching {200 million. I shudder to think 
what the -actuarial commitments to date are in 
respect of other pension obligations. The acid test 
will come when Members of Parliament discuss 
their own salaries and pensions. I say nothing abou 
the merits of their claim but I do suggest that 
Members have got the opportunity of their lives to 
declare that if pensions are to be granted they must 
be provided for during the period of service of the 
Members concerned and not passed on as an obliga- 
tion to a future generation who may never have heard 
of them. 


April 17th, 1954 


National Health Service 


After the discussion, I do not know what I ought to 
y-about the National Health Service. It seems to 
me from what I have heard that it is a kind of ‘no 
man’s child’ in that it is just developing. It is the 
direct responsibility of the Minister; it is not a 
nationalized undertaking, and one sees at once in 
an accentuated-form this difference between cash 
or vote control, and budgetary control in the fully 
accepted sense of the term. The two are essentially 
different. I know the health service is trying to get 
down to efficiency tests, costings, etc., but I think 
there is ground, as a result of today’s discussion, for 
considering whether the principles of vote control 
really apply to an undertaking such as this, or whether 
something in the nature of real budgetary control 
would not produce a more economical result. 


Municipalities 
With regard to municipalities, they are, as I see 
them, a half-way house between the system of 
‘government control on the one hand, and private 
enterprise on the other. They adopt in many direc- 
tions the accrual basis of accounting; they prepare 
balance sheets and they differentiate carefully be- 
tween capital and revenue but they are not chiefly 
actuated by the profit motive. ‘Their borrowings, and 
their sinking funds for repayment, are closely related 
to the projects which they undertake. This used to 
be even more so when they were responsible for 


public utilities such as gas and electricity under- 


takings. 

Rates are raised largely for the administration of 

the area and although in some directions responsi- 

ility of finance is shared with the Government, 
there.is considerable latitude left to local authorities 
to maintain the standard which they think appro- 
priate. I was glad to hear that as far as possible, 
it is the aim that separate undertakings should make 
ends meet on their own. 

One thing that struck me in hearing of the com- 
mitments which are passed to local authorities in 
matters such as education and housing, is that in the 
differentiation which these activities make between 
rich and poor, local authorities are, through their 
rating machinery, being obliged more and more to 
itake the role of surtax collectors on behalf of the 
‘Government. This role used to exist mainly in the 
decisions of Parliament through the Budget. Now it 
is extended over a very wide range of expenditure. 


‘ National Health Service and Education 


ald nck again to the National Health Service, I 
uld not help being struck by the difference between 
the- way in which its finances are arranged compared 
with those for education, the former being the direct 
responsibility of the Government, and the latter of 
the municipalities. I understand that if new hospitals 
are required, their cost, because they have to be 
dealt with on the Government cash basis, must be 
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spread over the period of erecting the buildings, 
whereas in the case of schools carried in the accounts 
of municipalities the cost of the erection of buildings 
is broadly spread over the period of useful life of 
those buildings on sinking fund principles. It seems 
ridiculous that there should be this difference in the 
spreading of capital expenditure, and although the 
amounts involved, big though they are, are no doubt 
small compared with the total of budget expenditure, 
this differentiation of procedure must, I should have 
thought, have a bearing on the decision as to whether 
the expenditure should be contemplated. If it does 
not have such a bearing, it ought to. 

‘It is pleasing to note that wherever possible, 
municipalities apply the principles of costings and 
efficiency tests in the running of all their under- 
takings, including schools. 


Nationalized Undertakings 


In trying to summarize the position concerning 
nationalized undertakings, one is conscious of the 
wide diversity of their problems. ‘Their only common 
factor seems to be that of State ownership, and here 
it is fair to say that Parliament is expecting the best 
of both worlds. It hopes, by having set up the façade 
of a separate company and board, to take away from 
the plate of the Minister the responsibility of day-to- 
day administration, and yet there is the risk that by 
repeated questions in the House, Parliament shall, 
in effect, be turned into an annual meeting in daily 
session. The technique of getting over these dificul- 
ties has not yet been fully worked: out, and it was 
largely with intent to explore this problem — namely, 
the problem as to how Parliament is to be kept 
reasonably advised without undue interference — that 
the recent Select Committee was set up. 

I know some of you do not like the proposals of 
the Select Committee but I hope they will be given 
a fair trial. The committees which it proposed would 
have specific responsibilities and duties and there is 
to be no snooping. So far as statutory auditors are 
brought into the picture, I want to make it clear 
that they did not seek this extra responsibility. 
They realized that Parliament was determined to 
have some further channel of information and they 
therefore offered to help as best they could and 
within very defined limits. It is perhaps worth noting 
that in the audit arrangements in regard to the new 
towns, auditors have accepted responsibility, some- 
what similar to that suggested by the Select Com- 
mittee, to comment on certain defined matters which 
would not normally be covered in their statutory 
report. I was surprised to hear in reply to the ques- 
tion I asked in that discussion that so far no auditors 
have felt called upon to make such comments. 


-The Old Lady of Threadneedle Street 
Taking then some of the nationalized undertakings 


‘separately, I suppose in courtesy, if nothing else, 


one ought to refer first to the Old Lady of Thread- 
needle Street. She is nationalized in the sense that 
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she is state-owned, but I imagine she is the star turn 
example of an undertaking being, in practice, left 
to carry on exactly as she did before. I was asking 
one of the high officials of the Bank recently what 
was the machinery by which big decisions, such as a 
change in bank rate or terms of a loan, were agreed, 
and he réplied that they were settled'as much by the 
nose as by the head. This 1s no doubt true, and is a 
sufficient justification for leaving such an undertaking 
very largely to look after its own expert affairs. 

Each of the trading undertakings has got its own 
special difficulties. We have been told of the Coal 
Board’s problems with the need to keep open 
inefficient pits in order to supply the output required; 
of the difficulties of a precarious export trade and of 
trying to equate the prices of comparable coal at the 
different consumer points. It may be some consola- 
tion to them -to know that I believe a NA A FI 
cup of tea has to be sold at the same price all over 
the world. 

Transport 


In the case of transport, we have heard of the diffi- 
culties of supporting unprofitable routes, and for 
instance in London, of the losses on tubes having to 
be carried by the profits on buses. This reminded 
me that in the arbitration proceedings to fix the 
compensation to buses, their counsel, commenting 
on the tubes said: 

“What is the value of a tube, a hole in the ground 
that is losing money? It seems to me that its chief 
value is that it would provide an excellent kennel 
for a dachshund of almost any length.’ 

Gas and electricity undertakings have special 
problems concerning their varying users and tariffs 
and in these and other matters they support the 
autonomy of their separate area boards. 

The B.B.C. have referred to their overseas broad- 
casts which are very expensive but for which they 
get no listeners’ revenue. 


Summing -up 

These are only samples of the difficulties and differ- 
ences which arise in attempting to sum up such a 
picture. But as it is my duty to try, I wonder if I 
might suggest the following as some of the matters 
emerging in the discussion on which there seems to 
be agreement, or on which EES should be 
reached: 

(1) The chief executive must be ultimately re- 
sponsible. His finance officer is his hand- 
maiden, even if at times she has to be very 
blunt. 

(2) The object of each industry should be to pay 
its own way; subsidies as such are not desirable; 
at least they should not be so described! This 
raises the question which used to be called in 
one industry the ‘square deal’, and today we 
hear it again when the farmer contends that 
his subsidy is really a subsidy to the consumer. 
It seems to me that if profit or loss is to be one 
of the final tests of efficiency -and many of 
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the charters of the nationalized undertaking: 
put this responsibility squarely on them — it is 
necessary to have some arbiter — possibly a 
member of the Cabinet as was the case in’ iN 
war — to settle disputes between the different 
undertakings. I have in mind such matters as 
the fair price to be paid for the airmail contract 
by the Post Office; the charge, say, to the 
Colonial Office or other vote, for the cost tc 
the B.B.C. for overseas broadcasts; the relie/ 
in extreme cases, of any undertaking for some 
unprofitable venture which it has to keer 
going for the benefit of some special section ol 
the community. 

(3) However financed, profits should be kept to a 
minimum — reserves, though permitted under 
the various charters, should be much smaller 
than in private enterprise and should be-more 
related to commitments. 

(4) There should not be charged both depreciation 
of the assets and sinking funds for amortising 
the indebtedness, whatever the Acts of Parlia- 
ment may have said on the subject. To chafgé 
both would not be fair to the present generation 
of consumer. 

(5) Depreciation should be based on original cost 
except in so far as the double account system 
may be in force. Nothing else would be politic: 
ally possible. It would not, for instance, be 
permissible or desirable to show the level of 
profits or reserves which would result if depre- 
ciation on replacement cost were adopted. 

(6) It follows from the above that development 
and extensions should be met largely out of 
borrowings. 

(7)-It further follows that efficiency is to be cong 
trolled largely by tests such as standard- costs 
and budget forecasts, etc., rather than by profits 
earned. 

(8) Long-term planning is essential even if thé 
estimates are continuously scrapped. 

(9) Financial incentives are not encouraged excepi 
perhaps in the coal industry. 

(roi Some degree of accounting uniformity might. 
with advantage, be introduced, say in suck 
matters as the proper treatment of initial allow- 
ances, and as to whether profit should be statec 
before or after the charge for interest on the 
capital stock. 

Having gone so far, may I plunge further and saj 
that in the last resort it seems to me that the place o 
finance in public administration is to hold the balance 
fairly between different groups of people. In the case 
of the Government the aim is to maintain an efficie 
standard of defence and well-being for the co 
munity and to apportion the cost fairly betwee 
individual citizens largely on the basis of their ability 
to pay. 

The same principles apply to a certain extent ir 
municipalities and there is an increasing tendency 
in their rate collecting to differentiate between rick 
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1 ‘*Carter-Parratt ? 


Oh yes, the visible 
record specialists. Aren’t they the people 


who make Vistem ? Well, ask them to call 
and we will see what they suggest. Incidentally, 


we could ask them about the stock record 


3 


systems, too.’ 


CARTER-PARRATT LTD. 


(VISIBLE RECORD SPECIALISTS SINCE 1914} 


IDDESLEIGH HOUSE, 3 CAXTON STREET 


LONDON, S.W.1 
Telephone: ABBey 3675 


EST. 1850 


WHEATLEY KIRK 
PRICE & CO 


E; L. JUDSON, B.R.I.G.S., F.A.I., E. BEDDARD, A.I.MECH.E,, F.A.L.P.A. 
M, S. CHEAVIN, F.A.I., G., E. GIBBS, F.A.L.P.A, 


SURVEYORS, VALUERS 

and AUCTIONEERS of 

FACTORIES, PLANT and 
MACHINERY 


FIRE LOSS ASSESSORS 


2 SOUTH AUDLEY STREET 
LONDON, WI - 


TEL: 
HYDE PARK 8844/5/6 


GRAMS: $ S 
INDICES, AUDLEY, LONDON 
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Specialised Training 
for the examinations of the 
INSTITUTE and SOCIETY 
Inst. of Cost and Works Accountants, 


C.W.A. Fellowship in Management 
Accountancy, 


Chartered Institute of Secretaries. 
B.Sc.(Zcon.} and LL.B.(Lond.) Degrees. 


* State in which you are interested. 


At the CA and S.A.A. Examinations, M.C. Students have gained more than 


18,750 SUCCESSES and 244 HONOURS 


including 
54 First Places, 38 Second Places, 66 Third and Fourth Places. 
Also numerous Prizes, Medals and Scholarships. 


© WRITE TODAY for the College Accountancy Prospectus to the Secretary {Al} METROPOLITAN 
COLLEGE, ST ALBANS. London Office: 30 


Queen Victoria Street, EC4. (City 6874.) A Y A L B A d 5 
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ATTRACTIVE 


KING'S DETECTIVES INVESTMENT FACILITIES — 


Confidential Investigations in Civil, Criminal, Commercial, | Without capital depreciation 10 Income tax paid by the Society 
and Personal cases. Observations discreetly maintained upon ASSETS £16,400,000 92 / Q RESERVES £900,000 
Suspected Persons and Premises. Internal Larcenies and 

cases of Fraud and Embezzlement investigated. Financial | Please write for prospectus 

Inquiries and Investigations in Bankruptcy cases under- 


taken. Questioned Documents examined. Persons Traced. H ASTI NG S and TH AN ET 
W. J. KING’S DETECTIVE BUREAU LTD BUILDING SOCIETY 


j Head Offices: 
65-66 CHANCERY LANE, LONDON, WC2 29-3} Havelock Road, par "Ae Queen Streat, Ramsgate 


Tel 
HOLborn 0343/ 2860 Kingtex, : Hol. Dag 99 Baker Street, London, WI. Al Catherine Street, Salisbury 


4! Fishergate, Preston 88 Mosley Street, Manchester, 2 














Courtesy rr th 


(ES public relations very’ few things are worse than discourteous 
efficiency because the discourtesy lingers in the memory long after 
the efficiency is forgotten. 


It is the aim of a Bank to remember that public relations are 
human relations and that an important part of its work is to be 
courteous and helpful. 


Without so much as a word both the smile and the frown alike 
~ speak volumes. 


DISTRICT BANK 


LIMITED 


BANKERS SINCE 1829 


April 17th, 1954 


A 


_ "` 





Ab 


DO ge 


EE EE OL AL AEE EE 
ia D 


m 


BS BD ODS ge O ES wl ae Ge gg: fer wer wer A 


7 P 





After a successful interview 
the conversation often turns 
to other things and your ad- 


vice may be sought on a 





number of different subjects 
One subject may well be- insurance 
If you are not already an insurance 


Agent the best answer is elusive; this is 


.where we can help. We have compiled a 


' 33, GRACECHURCH STREET, LONDON, E.C.3 


booklet entitled “ Introducing the United 
Kingdom Provident to Accountants”. Tell 
your secretary to write for a free copy tò- 
day; you will find it most interesting and 


helpful—and, may be profitable. 


UNITED KINGDOM 
PROVIDENT 


Competitive terms for all forms of life assurance, 
and for fire and accident insurance through our 
subsidiary company. 


Mansion House 6543 (6 lines) 
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Busy men know that half an hour with a 
SUMLOCK consultant is time well spent 
. .. Because figuring the SUMLOCK way ` 
can transfer a load of routine office work ` 
from senior executives to junior staff — 
and with absolute safety ! 


ALWAYS SEE THE MAN FROM SUMLOCK! 


SUMLOCK LIMITED, 1 Albemarle Street, London, W.1 
Telephone: HYDe Park 1331 


Branches in: Belfast, Birmingham, Bristol, Cardiff, Glasgow, Leeds, Leicester, 
Liverpool, Manchester, Newcastle, Nottingham, Sheffield, Southampton. 
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DEATH 
DUTIES 


ESTATE DUTIES 
INVESTMENT TRUST 


E.D.I.T.H. -helps shareholders in 
family and privately owned businesses 
to provide for the payment of estate 
duties. Edith, as the Trust has 
come to be called, is willing to 
consider the purchase for cash of 
shares in which there is no easy 
market, such as those of private 
companies or the smaller public 
companies. 


Inquiries should be addressed to: 


The Manager 
Estate Duties Investment Trust Ltd 
7 Drapers Gardens, EC2 | 
Monarch 0624 


INDUSTRIAL AND 
COMMERCIAL FINANCE 
CORPORATION LTD 


are Managers and Secretaries of the 
Trust. Inquiries may therefore also 
be addressed to the branch offices of 
I.C.F.C. at 

India House 

73 Whitworth Street 
Manchester 
Central 5429 


33 Charlotte Street 
Edinburgh, 2 
Edinburgh, 30212 


214 Hagley Road 
Birmingham, 16 
Edgbaston 4181 


ask the typist 


~ 
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Gone are the days when the typist, busy at work ona 


schedule, would-try to wave away that urgent letter. 


Now, in a matter of moments, she simply removes 


the long carriage complete with schedule. Your 


letter is typed and the schedule completed later. 


_ This remarkable Imperial feature ofinterchange-4 


ability applies to platen roller and type-unit as 


well: all three major units are made in varying 


styles or sizes. The typist can rely on one 


Imperial 65 to do the work of many diferet 


typewriters. 


Exclusive Imperial design and expert engi- 


neering have made the Imperial 65, above 


everything else, the typist’s typewriter. 
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IMPERIAL TYPEWRITER COMPANY LTD ' 


Imperial 


LEICESTER & HULL 
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and poor. They also, in many of their departments, 
have to hold the balance fairly between consumers as 
well as ratepayers. In the case of the nationalized 
undertakings it seems to me that when one looks 
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through the machinery of control and accounts etc., 


.to the object behind them, their main responsibility 


is to hold the balance fairly as between the succeeding 
generations of consumers. . 


WEEKLY NOTES 


The Budget Debate 


The Budget debate was concluded on Monday. A 
suggestion was made that old-age pensioners should 


be helped and that the necessary funds be found by: 


restoring the rates of profits tax to the levels obtaining 
before excess profits levy was introduced. Rejecting 


this, Mr Butler said it would put an extra burden of 


£85 million on industry and this would be a wrong 
~policy when we wanted to compete in foreign markets 


by increasing productivity. He hinted that the rates of 


national insurance contribution might be raised. As 
to the estate duty concessions to family businesses, 
he hoped that these would be a great encouragement. 
-He was trying to give allowances to those who 
ploughed back their profits and improved equipment. 

He would endeavour to answer questions on the 
details of the changes when the Finance Bill was 
debated. 


Post-war Credit Repayments 


The Inland Revenue have made an announcement ` 
concerning the Chancellor’s statement about the: 


decision to widen the grounds on which post-war 
credits may be claimed. .The position hitherto has 
been that a man over 65 can claim payment both of his 
own post-war credits and of those bequeathed to him 
under a will or coming to him on the intestacy of a“ 
telative, whether the deceased person was over 65 or 
not. For a woman the corresponding age is 60. The 
- Budget proposals provide for payment of the post-war 

credit of a deceased person at any time after the date on 


which he would, if still alive, ‘have reached the age of 


65 (or 60 for a woman). The persons entitled to those 
credits as a result of the deaths, whatever their age, 
will be able to apply for payment at any time after a 
date which is to be announced. Until that date pros- 
pective applicants are asked to take no action. A large . 
number of cases are involved and presumably some 
arrangements for staggering them will be made. The 
Inland Revenue stress that persons to whom the 
post-war credits of a deceased person are transferred 
after April 6th, 1954, will not be allowed to claim 


payment unless they are entitled under the will or 


intestacy of the deceased, or are entitled as creditors `~ 
. of an insolvent estate. This will discourage any 
trafficking in the credits of a deceased person in 
anticipation of official payment. 


Canadian Budget 
Simultaneously with the British Budget, Mr Abbott, 
the Canadian Minister of Finance, introduced the 
Canadian Federal Budget. He announced, we learn 


from the Financial Times, that the surplus was only 
ten million dollars, the smallest he had had, and con- 
trasts with the surplus of 676 million dollars in 
1948. This small surplus was the result of increased 
expenditure, for taxation revenue proved even more 
buoyant than was expected. Last year, when Mr 
Abbott announced tax reductions, he estimated they 
would cost some 11 million dollars in the year. In 
the event, revenue was up by 1 per cent. He said the 
coming year would be one of a slowing down of 
expansion rather than of actual recession, the 
national product would be at least as high as that of 
the preceding year, if not higher. This involves, as he 
said, an upswing in the second half of the year, to 
compensate for the declines which are already © 
evident in some branches of industry. There had 
been some demand for tariff protection by some 
industries, but Mr Abbott pointed out that Canada 
must herself reduce obstacles to international trade 
if she expects others to do likewise. In the result, the 
Canadian Budget is not unlike the British one. ` 
Income tax remains unchanged but there are some 
minor concessions in the field of customs and excise. 
The special excise tax of 15 per cent is repealed as 
regards electrical appliances, furs, and some other 
articles. The special tax is reduced to 10 per cent on 
soft drinks, tyres, and oil- or gas-burning appliances. 
The estimated: surplus for 1954-55 is four million 
dollars. 


Base Metals Advance 


This week the price of tin has advanced by some £40 
a ton, a movement which has been ascribed to the 
tension being created by the present developments 
in the Indo-Chinese war. Copper was also strong in 
the middle of the week despite rumours of selling 
from the Chilean Government’s stock — a factor which 
has hung over the copper market now for many months. 


. Lead, zinc, tungsten and wolfram were also higher. 


‘These changes bespeak a sudden demand for these 
metals at a time when stocks are short and what there 
are exist mainly in users’ hands or are held by 
the American Government which is not a seller on 
the world market. Nevertheless the existence of stocks 
of this kind offers some reasonable expectation that 
the Indo-Chinese war will not have the same effect 
on prices as the Korean war did in its early stages. It 
is probable that continued hostilities in Indo-China 
could be further intensified without a serious increase 
in prices. Nevertheless, the situation bears watching. 
It is not long since a sudden hardening of world com- 
modity prices put a severe strain on the gold ane 
dollar resources of the sterling area. 
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CURRENT LAW 


Administration: No Personal Representative 


By Section o of the Administration of Estates Act, 
1925, if a person dies intestate his estate shall vest in 
the probate judge until administration is granted. 
By Section 51 (1) of the Trustee Act, 1925, where 
stock or a thing in action is vested in a trustee, the 
Court may make an order vesting the right to 
transfer. 

The Westminster Bank were creditors of one L., 
whose account was guaranteed and secured by the 
deceased. No pursuance of the deceased’s estate 
would be successful and so the bank sought first a 
declaration that the estate vested in the Probate 
Judge and second an order that the right to transfer 
deposited securities should vest in the Official 
Solicitor. 

Wynn-Parry, J; held that this procedure was not 
permissible. ‘The probate judge was not a trustee for 
the purpose of Section o he had no duties and no 
obligations. As to the Official Solicitor, the Court 
could not put any pressure on him to agree to the 
order required. The bank could achieve their purpose 
“by taking out a grant of administration. (Re Deans, 
deceased; Westminster Bank Ltd v. Official Receiver 
(Solicitors? Journal, February 13th, 1954)). 


Matrimonial Home: Mortgage 


In Barclays Bank Ltd v. Bird (Law Times, February 
rgth, 1954), Harman, J., found for the bank in an 
action for possession of a house of which they were 
mortgagees under an equitable mortgage containing 
a power of attorney enabling the bank to execute a 
legal mortgage if ever they wished to do so. 

The mortgagor deserted his wife and the Master 
made an order permitting her to remain in the 
matrimonial home. The husband was in due course 
adjudicated bankrupt and the bank gave themselves 
a legal mortgage under the afore-mentioned power, 
and applied for possession. 

Harman, J., held that they were entitled. The 
‘bank’s charge dated before the wife’s right to posses- 
‘sion and the fact that they were at that time only 
equitable mortgagees made no difference to their 
priority. The bank had the right to execute the legal 
mortgage, and the order restraining the husband 
from creating rights in the property in any person 
other than the wife did not affect the rights of the 
bank. 


Bankruptcy Notice: Validity 


A creditor presented a petition in bankruptcy on a 
bankruptcy notice based on a sum of £200, being 
damages awarded plus costs. The hearing of the 
‘petition was adjourned to await the result of an 
‘appeal in the action, which result reduced the damages 
to £25 and allowed the-debtor to set off half of his 


a 


costs. The petition was later re-heard and a receiving 
order made against the debtor, who appealed to the 
Divisional Court on the ground that the Court of 
Appeal decision left a figure which was not correct 
for bankruptcy proceedings. 

Harman, J., said that the Registrar had assumed 
that the costs to be taxed would bring the total debt 
over {50 and thus that there was a good petitioning 
debt; whereas the debtor contended that no act of 
bankruptcy had been proved. In spite, however, of 
the fact that the debtor had the right to set off certain 
of his costs, there was at the date of the hearing of 
the petition a debt of £25, which was sufficient to 
support the petition, as the costs had not then beer: 
quantified by taxation. The bankruptcy notice was, 
therefore, good. (Re a Debtor; ex parte the Debtor v. 
Scott and the Official Receiver. (Solicitors Journal, 
February 2oth, 1954).) p 

Executors: Charge for Services 


A testator appointed two solicitors to be his executors 
and trustees and provided that they be paid their 
professional fees for their services. Later, by a codicil, 
he appointed a bank in substitution for the first 
appointees. The bank asked for a declaration that 
they were similarly entitled to charge. 

Worthington, J., held that they were, on the ground 
that the testator must have intended the bank, who 
were acting in the same capacity as the solicitors 
would have done, to be similarly entitled to charge. 
(In the Estate of Campbell (deceased). Law Jouan, / 
February 26th, 1954). ) 


Contract: Master and Servant 


In Powell v. Braun (Solicitors? Journal, February 
27th, 1954), the Court of Appeal found in favour of 
the plaintiff in her appeal against the decision of the 
Bromley County Court to the effect that she was not 
entitled in the following circumstances to a bonus in 
respect of her services. 

She was employed by the defendant on the basis 
of salary plus bonus, the latter to be dependent on 
the net trading profits of the business. The manner 
in which it was to be paid was never assessed, but a 
bonus was duly paid for some years. Later the con- 
tract was terminated and the defendant refused to 
pay a bonus for the last two years of the service on the 
ground that he had made no formal promise to pay 
anything. 

The Court of Appeal held that the parties did not, 
intend the bonus to be solely at the discretion of the 
defendant. The principle of quantum merutt was 
applicable and thus the plaintiff was entitled to the 
sum which it was agreed would be payable on the 
assumption oe the defendant was liable to pay a 
bonus. 
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FINANCE AND COMMERCE 


gi Tn 


Seasonal influences combined with some profit taking 
have slowed down the market advance. Yet the general 
undertone remains confident and market opinion is 
that any material setback is unlikely. Over-confidence 
however, may prove one of the market’s failing points. 


An Introduction 


We reprint this week the first accounts of Revertex 
Ltd since the introduction of the company’s shares 
on the London Stock Exchange. The company has 
now 556 shareholders, of whom 33 are directors or 
members of the staff. 

The term ‘introduction’ is worth a short word of 
explanation. One of the requirements of the Stock 
Exchange Council when application is made for 
permission to deal and for quotation is that the 
company’s shares shall at least be moderately spread 
among a number of investors. A market can hardly be 
said to exist when the supply of the commodity is 
concentrated in very few hands as in the case of the 
‘one-man’ company. Where the shareholding is 
already comparatively wide, the shares are just 
‘introduced’. Otherwise, the Council requires a 
certain proportion of the shares, depending on the 
circumstances, to be ‘placed’ or in effect sold into 
other hands before the market is opened. 


The Cost 


It may happen in the course of their practice that 
,accountants are asked what might be the probable 
“expense of obtaining a market quotation for a 
~company’s capital. Here is a practical example. The 
directors’ report mentions the fact that the total 
expenses involved in making the application for ‘leave 
to deal’ amounted to £3,779. This compares with the 
estimate of £3,440 given in the published ‘statement 
for information’. ‘The estimate included a fee of 
1,000 guineas to the issuing house for services in 
connection with-the application including the cost 
of the advertising. 

The advertising can be one of the biggest single 
items on the expenses sheet. In this case, the selected 
media for the publication of the ‘statements for 
information’ were The Times, in which the statement 
occupied two columns and the Financial Times, 
which carried three columns. The two advertisements 


together must have cost just on £1,000. Advertising . 


agents, if employed to handle the publicity, take ro 
per cent out of the advertising bill in the form of 
commission. 
1: Latex Rubber 

“Revertex’ is a trade name for a concentrated rubber 
latex which is manufactured in the company’s own 
factory in Johore and on rubber estates in Malaya 
and Ceylon on which the company has been permitted 
by the estate owners to install its own machinery and 


equipment. The company was formed in 1923 to 


‘develop the process but it was not until just before 


the 1939-45 war that commercial success was reached. 

Since the war, it has gone ahead with a polyvinyl 
acetate emulsion (an emulsion of a synthetic resin) 
used as a base for the modern emulsion paints etc. 
and more recently has been developing a polyvinyl 
alcohol, used for the sizing of textiles etc. The 
prospect offered in the statement for information 
published a year ago was that profits for the year of 
these accounts should prove ‘materially better’. The 


reprint of the accounts shows how this prospect has 
been realized. 


Money Market 


Treasury bill applications on April goth totalled 
£,392,195,000 for the £270 million of bills on offer. 
The market’s bid of £99 9s 5d obtained 59 per cent 
of requirements and the average discount rate was 
£99 9s 5d per cent. This week the offer of bills is 
reduced to £230 million, the lowest amount for over 
two months. 


REVERTEX LIMITED 
Profit and Loss Account for the year ended September 30th, 1953 


1952 



































£ £ . £ £ 
190,044 Profit on Trading 400,925 
[,306 Dividends on Trade E anis: 1,452 
191,350 402,377 
Deduct - 
Directors’ EEN £ 
3,000 Fees 3,000 
20,483 Other Sortie »« 34,069 
Superannuation contrt- 
4,255 butions 4,369 
omen EADD 
Depreciation: deele buligings, 
42,075 plant, ete. ‘ 57,825 
630 Auditors’ Ranmunatation 630 
— 70,443 99,884 
120,907 302,493 
: Taxation on Profit of Year: 
21,500 Profits tax 20,500 
— Excess profits levy - 32,000 
56,000 Income tax 148,000 
— 77,500 200,500 
43,407 Net Profit for the Year 101,993 
Add Unapproprlated profits as at l 
{38,201 September 30th, 1952 (48,795 
Transfer from reserve for equal 
- — tion of Income tax S .. 9,000 
S 157,795 
181,698 ` 259,788 
Deduct : 
interim and Proposed Final 
Dividends totalling 25 per 
32,8132 cent, less Income tax .. e 34,375 
———.__ Unapproprliated Profits (per balance —_——_ 
£148,795 ` sheet) £225,413 
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Replacement Cost and Standard Costing 


Gm, — I have no wish to enter into the replacement 
cost controversy, but as a firm believer in the helpful- 
ness of standard costing, when used intelligently and 
in the appropriate circumstances, I regret that 
Mr Spruce’s comment on Mr Kermode’s letter, 
published in your April 3rd issue, apparently includes 
this technique as a scapegoat in producing misleading 
information. 
Although his example would not appear to be 
especially suitable for standard costing, if I under- 
"eran it correctly, the increased ‘money’ profit clearly 
arises through a selling price variance and not a 
labour variance, and if the variance statement is 
presented in the conventional manner, this would be 
clearly indicated. 


xample Es 
PROFIT VARIANCE STATEMENT 
Standard (or peer operating , £ 
profit g Deg 
Selling variances 
Price + (Presumably 5%) 
Volume Nil 


Mix gie 
Manufacturing variances 
Material — Price 
Usage .. 
Labour — Price and usage 
etc. 


Nil 


ges Actual operating profit £ 
Therefore, the source of the increased profit is 
obvious and there can be no possibility of manage- 
ment regarding it as due to increased efficiency in the 
factory, if that is not the case. In this case, the 
increased ‘money’ profit is clearly due to inflation 
reflected in the selling price of the product. 
Yours faithfully, 


i K. W. HARDING, 
Chief Cost Accountant, 
London, WC2. COLGATE-PALMOLIVE LIMITED 


Valuation of Book Debts 


- Sm, — If any of your readers could favour me with 
their experience in dealing with the Inland Revenue 
in regard to the valuation of the book debts of a retail 
draper trading on the weekly instalment system, I 

rshould be grateful. 

. In the case I have in mind, the valuation of the 
debts at the end of the first year’s trading on the basis 
of the ‘Nottingham Scheme’, results in comparatively 
trifling deductions from the face value of the debts. 
I feel assured, however, that debts incurred in such 

‘trading must inevitably contain a proportion of items 

which wäll eventually prove irrecoverable. 


This, of course, is a point of particular importance 
on the first accounts and I have been wondering 
whether there is any revenue concession which 
might be applicable. Yours faithfully, 
CLAVEROCK. 
Directors’ Expenses 
SIR, ~ We think that you and your readers will be 
interested to see the enclosed copy of a letter we have 
recently received from an Inspector of Taxes. 

We should, perhaps, explain that the total amount 
of all expenses in this particular case is no more 


than £450. 
Yours faithfully, 


Birmingham. MAJOR & CO. 


The letter referred to reads as follows. ~ Editor. 
Gentlemen, H.M. Inspector of Taxes. 
X.Y.Z. LTD 

DIRECTORS’? EXPENSES 

“Thank you for your letter of March 19th, 

Will you kindly supply the following additional 
information? 
Mr A. 

(1) The approximate number of nights away from 
Birmingham represented by the total hotel 
expenses of £164. 

(2) The extent to which the £164 covers the cost of 
hotel meals, e.g. breakfasts. 


. Mr B. 


(3) The owner of the car for which expenses are 
claimed. 

(4) The extent to which capital and running costs 
are covered by the reimbursement, i.e. petrol, 
oil, tax, insurance, repairs and depreciation. 

Both directors 

(5) I note that no distinction has been made between 
meals and entertaining. If the latter consists in 
the main of lunches and dinners to business 
connections, please state (giving average figures) 
the number concerned on any particular occasion 
(including the host), the number of such occa- 
sions per annum, and the cost per head. If other 
types of entertaining account for more than a 
small proportion of the total, please give details 
and state the amounts involved in an average 
year. 


(6) To what extent are the following classes of people 
entertained: 

(a) Employees; 

(b) Company’s suppliers; 

(c) Persons engaged in the same trade as your 
clients (e.g. fellow members of trade asso- 
ciations)? 

(7) Is any entertaining at home claimed for? 
Yours faithfully, 


H.M. Inspector of Taxes. 
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The Universities Scheme 


SiR, — ‘Severn-Wye’ (April 3rd issue of The Account- 
ant) can be assured that I would not dream of 
suggesting that the passing of this or other examina- 
tion is all that matters. But in the case of accountancy 
it makes all the difference between what is sometimes 
‘called a quack and a qualified man. Moreover, since 
the 1948 Act, rightly or wrongly, means the right to 


earn living as a professional accountant within the , 


corporate sector of business. I should therefore 
think that it is a rather important factor. 

It is not a secret that a person may prove to be a 
failure in his occupation in spite of a collection of 
certificates in his possession. This, however, cannot 
be decided a priort. A certificate of passed examina- 
tion is a prima facie evidence that the intelligence, 
knowledge and ability to learn of the holder are not 
below a certain known standard. If this is accepted 
at the secondary school level, why should it be so 
difficult to apply the same logic a stage higher? 

I fail to see what harm can be done if a graduate 
shows the younger articled clerks what he has learned 
in getting his degree. Obviously, one of the hopes 


of the joint scheme must be that he will want and 


will be able to show what he has learned. Indeed, in 
professions where academic training has prevailed 
for some generations, senior men welcome every 
opportunity of a chat with the fellow who has only 
arrived from a college, and both parties gain by it. 
One of them hears something about the results of 
some latest research, that was perhaps only sum- 
marily reported in the professional Press, while the 
other is told that there are likely to be formidable 
practical difficulties in what sounds all right in theory. 
This kind of the cross-fertilization of ideas could 
certainly do no harm to accountancy. 

One wonders whether the far-reaching implica- 
tions of the present system of education are always 
sufficiently understood. The decision to invest an 
increased. portion of the national income in education 
not only means scholarships and, as far as an indivi- 
dual person is concerned, an access to the highest 
places of learning, it also means that the source of 
ability at the primary and secondary school level, 
from which accountancy and other professions used 
to draw new entrants, is for all practical purposes 
exhausted. In other words, many able contemporary 
senior members of the profession, were they young 
again now, would most likely take advantage of a 
university scholarship and choose a different career. 
Industry in general is gradually adapting itself to 
the new conditions. The banking world has done it 
in a more noticeable manner by a single decision. 
Anyway, multi-tier recruitment of staff is becoming 
a rule. Under these circumstances can accountancy 
afford to hang on to its traditional methods? There 
is no doubt that in absolute terms the profession 
has expanded. But it is also pretty clear that it has 
failed to satisfy many new demands from industry. 
The high prestige already enjoyed by the cost 
accountant and speed with which the management 
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accountant, the internal auditor and the industrial 
consultant are rising to a similar position are surely 
a convincing evidence. 

To my mind the problem is not who should scrub 
the floor if the normal arrangements fail, but how 
to keep the chances of such a failure at a minimum. 

Yours faithfully, 
London, SWr. L. HARE, B.COM. 


Checking Invoices 


SIR, — I presume that ‘L. C. W,- who, in his letter 
in your issue of March 13th, is seeking a reliable 
form of test-checking, is prepared to forgo absolute 
accuracy in order to reduce the amount of checking, 
as otherwise there is no alternative to the complete 
check carried out at present. ! 

The demand for solutions to problems of quatity— 
control in industry has given rise to scientifically de- 
signed tests based on statistical sampling techniques. 
These problems are not dissimilar to those arising 
in audit checking and in the United States a start has 
been made in applying similar techniques to auditing 

The reliability of these tests in comparison with 
the somewhat hit-or-miss methods usually adopted 
is due to the fact that it is possible to calculate their 
probable behaviour under various conditions so that 
one can select a suitable test with full knowledge of 
the degree of protection afforded. 

It would not-be advisable to recommend any 
particular definite scheme of test-checking for use 
by ‘L. C. W? without fuller information of the 
circumstances and requirements. Purely by way of 
illustration, however, let us suppose that samples of 
100 invoices are drawn at random for test-checking 
from each batch of 500 and that.if five or more 
errors are found in the sample the whole batch is 
checked. It can be calculated that the average per- 
centage of errors remaining after- checking has a 
maximum of 2 per cent, this being the case when the 
invoices originally contained an average of 4 per 
cent errors, and in other cases would be less. The 
average number of batches which would require 
complete checking increases with the number of 
errors in the original, being less than one in twenty at 
2 per cent, and one-half at 4 per cent, until at 10 per 
cent there is only one chance in forty of a batch 
passing through without complete checking. 

As stated above, these figures can be varied to 
meet individual requirements and other adaptations 
can also be made. For example, the larger invoices 
(say over £ 100) could be completely checked or form 
separate batches for more stringent testing, while, if 
desired, different types of errors, e.g. extensions and 
casts could be dealt with separately. 

I am sure that ‘L. C. W.’ and those who are faced/ 
with similar problems will find that the installation 
of a system of test-checking based on statistical 
principles will enable them to obtain the greatest 
efficiency possible from the quantity of checking 
they are prepared to carry out. Yours faithfully, 

Stoneygate, Leicester. K. W. WALKER. 
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New Business: Stock Valuation 


Sir,~ Your querist ‘Reconstruct’ has apparently 
‘given an incomplete query and is presumably trying 
to introduce a discrepancy between the closing 
valuation in the old company and the opening valua- 
tion in the new company. (Your issue April 3rd.) 
The querist is referred to Section 145, Income 
Tax Act, 1952, the effect of which is apparently that 
on an ordinary transfer of stock without special con- 
siderations the amount realized to the old company 
is brought into their accounts, otherwise open market 


transfer date has been treated as worth: £10,000, 
but the inflated valuation on a normal basis ts 
£100,000, then the Inspector will presumably insist 
that the valuation at the close of the old company’s 
_trading and at the opening of the new company’s 
trading is either £10,000 or £100,000, but I do not 
see that it can be one valuation in one company and 
another valuation in the other company. If it is con- 
sidered that the higher figure is the normal basis 
»{the querist’s words) then presumably the Revenue 
will raise the section referred to above. Provision is 
made in the event of a dispute for the matter to be 
decided by the General or Special Commissioners. 
Any profit on the transaction would presumably be 
available for distribution if it is not taken to reserve, 
provided this does not offend against the Companies 
Act, 1948 (Section 65 etc.), having regard to the 
decisions in Lee v. Neuchatel Asphulte Co Lid etc. 
The distribution would presumably be liable to 
profits tax following Lamson Paragon Supply Co 
Ltd e CIR ({1951] 30 A.T.C. 246) case, although 
this would depend on whether the profits liable to 
tax were sufficient to justify a charge. If there were 
~no assessable profits in the first period, then I do 
not think the distribution could be assessed, since, 
of course, a distribution charge is limited to the 
extent of prior non-distribution relief granted. 
Yours faithfully, 


Manchester, 2.. J. ROSS. 


[Our correspondent is no doubt referring to Section 143 
of the Income Tax Act, 1952. As the stock will pre- 
sumably be sold ‘for valuable consideration’ to a person 
who is to carry on trade in the United Kingdom and 
who will be allowed to deduct its cost, that person, Le, 
the new company, will have to bring in the stock at its 
actual cost. ‘Reconstruct’ also asked: ‘Will the Inspector 
expect to find the opening stock written up to a normal 
valuation, or would he accept the matter if dealt with 
in computation.’ If the opening valuation is shown at 
the higher figure it will be necessary to add back the 
difference in the computation. Provided this is done, 
_the Inspector will not be concerned which way the 
Stock is shown in the accounts. — Editor.] 


\ 

| Back Duty 
Sır, — Mr Knight’s letter (March 27th issue) asks 
for readers’ “views. On the original subject , which 
Mr A. G. McBain raised I can make oo comment, 
but as a student nearing, I trust, the end of the 
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beginning, I am interested in the problems which 
may face me as an accountant. 

In the matter of taxation, the case of Chantrey 
Martin v. Martin seems to establish the point that, 
in dealing with the Revenue, the accountant as such 
is neither auditor nor account preparer but he is an 
agent for income tax. 

Text-books draw the distinction between auditing 
and accountancy and make the point that a contract 


' for accounting may be more or less what the parties 
: wish. I have no copy handy but I think Dicksee does 
d ` state that in tax work the accountant should look at 
value will apply. If, for example, the stock at the , the client’s standard of living. 


If I read the Chantrey Martin case rightly, one may 
prepare accounts to suit a client but if approached 
to act as agent for income tax one has a right to 
consider what that agency involves without reference 
to one’s work as an accountant. 

I suggest that it would be in the interests of the 
country and the profession to say that that work 
consists in stating the client’s income correctly for 
tax without any limitation of ‘in accordance with 
books and information supplied’. By analogy a 
doctor could not escape censure by making a written 
contract to treat a man for heartburn when he has 
cancer. Similarly, an accountant cannot escape by 
merely converting an ill-kept and inaccurate cash 
book into double-entry and making a contract to 
call it ‘final accounts’. 

A man should not hold himself out as an agent for 
tax who is not prepared to go beyond books and 
vouchers to find the truth and err on the side of 
over-statement if necessary. There should be no 
question of ‘watch-dogs not bloodhounds’ here. 

The solution to the problem may lie in removing 
the fear, which seems incredible in a body of people - 
calling itself a proféssion, that a refusal to take 
accounts ‘would probably result in the loss of the 
client’. 

If, without adequate reason, accountants in a body 
refused to accept accounts which were not decently 
written up, in which cash accounts with impossible 
sales and often no drawings went on from year to 
year, stock sheets of any value never made out and 
cash checks never taken, and if the Revenue took a 
stern view of a refusal by a qualified accountant, 
then a situation which can only harm the profession 
may at last be removed. 

I once saw on a calendar the words — 

‘An honest man will always pay more tax than a 
dishonest one.’ ' 
It was in an accountant’s office. 

The resources of this country in labour and 
materials and accountants are too precious to be 
wasted on people who can only operate under the 
hidden subsidy of under-taxation. 

Yours faithfully, 


Coventry. A. D. N. HARRISON. 


[Accountants acting for private traders usually perform 


two distinct services; one is the preparation of accounts 
and the other is the settlement of taxation assessments.} 


432 


Accounts often have to be prepared from incomplete 
records. It will be many years before every honest 
business man can be brought to realize the benefits he 
can derive from properly kept books and every dis- 
honest business man can be persuaded to keep true 
records. Experienced accountants have developed 
incomplete record work to a fine art and no reputable 
accountant would allow his name to be linked with 
accounts which he believed to be materially inaccurate. 
If the records or the limitations placed on his work are 
such that he is not able to form any view as to the 
reliability or otherwise of the accounts prepared by 
him, a self-respecting accountant would see to it that 
the accounts bear appropriate reservations. But to 
suggest that reputable accountants should refuse to 
act if the records are ‘scrappy’ would merely drive 
_ their potential clients (honest and dishonest) into less 
particular hands. 

‘Taxation returns are essentially the responsibility of 
the client. What the accountant undertakes is to use his 
professional knowledge and ability to guide the client 
through the taxation maze by the least painfwi route; 
but it is no part of the accountant’s duty to assist the 
client in defrauding the Inland Revenue. If a reputable 
accountant has insufficient information to form any 
view as to the correctness of a client’s returns he will 
see to it that the Inspector is not misled in regard to 
the responsibility he accepts; and if he knows or believes 
the returns to be materially incorrect he will not 
negotiate on the basis of those returns. 

We do not regard the calendar quotation as a very 
profound discovery. Possibly a peep at the next day’s 
quotation might have revealed 

‘A fraudulent man is always more likely to go to 
prison than an honest one’. 


— Editor.] 


Purchase of Empty Packets: Treatment 
in Final Accounts 


Str, — With reference to the question raised by 
‘Chrap’ in the April roth issue of The Accountant, I 
should say that the money spent on buying back all 
the empty packets from the customers represents a 
genuine reduction of sales. It would be treated as 


such in an economic analysis (because an economist ` 


considers a simple price reduction and a sales pro- 
motion expense as alternatives) and it is difficult to 
imagine that the sales manager would not agree with 
the theorist in this case. 

This would settle the main point, namely, the final 
place of this item in the year-end accounts. I am sus- 
pecting, however, that the company in question has 
good reasons for preferring this arrangement to a 
simple list price reduction. There are, to my mind, 
two possibilities that are important because of their 
bearing on the period allocation of the money handed 
back to customers. 

One possibility is that anybody bringing back an 
empty packet is entitled to a predetermined cash pay- 
ment. Here the money spent is a simple sales allow- 
ance directly associated with the original turnover 
and should be booked in the period in which that 
turnover has arisen. I would suggest the following 
book entries: 
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(1) Provision for returns (empties) Dr. 
To Cash .. ss i 


for cash payments in respect of empty packets~as 
they are returned. 

(2) Sales adjustment (empties). . Dr. 

To Provision for returns (empties) 
a year-end entry — the number of packets sold in the 
year multiplied by the empty-packet rate. 

In the ‘final accounts, the ‘Sales adjustment 
(empties) would be merged with the sales figure, 
while the balance on the ‘Provision for returns 
(empties)’ would become a part of the trade debtors’ 
account in the balance sheet. 

Another possibility that comes to my mind is that 
the buying back of the empty packets is conditional 
on a repeat order being placed. In this case the object 
is to increase consumer’s opportunity cost of turning. 
to a different supplier when his time for re-stocking 
comes. It follows logically that from our company’s 
point of view it is the price of the goods sold against 
the repeat order that has been reduced. Or, in other 
words, the list price is only one of the factors in thes 
price determination. In practice a price is individually 
fixed for each order. Here, obviously, the money 
spent on buying the empty packets is directly associ- 
ated with the current sales and there is no need for 
the creation of a provision to cover all the packets 
sold but not yet returned when the final accounts are 
prepared. The book entries are simple: 

Sales SS A ed APs 

To Debtor’s personal account Se DE 


for agreed value of the empty packets returned. 
There may, of course, be other problems, i.e. the 
cost of handling the empties or the income from a 
sale for salvage and so on. But this would require a. 
special treatment only if substantial figures were 

involved. 
Yours faithfully, 


L. HARE, B.COM. 
London, SWr2. 


Interest on War Damage Claim: 
Tax Liability 


SIR, ~ A client has received, during 1953—54, interest 
on an outstanding war damage claim. The interest 
had accrued over a number of years, but the Inspector 
of Taxes has taken the total as income for 1953-54, 
as the due date of payment fell in that year. 

The client had no tax liability for years prior to 
1953-54, but is paying income tax at standard rate 
for the year in which the interest now falls. 

I shall be glad to know whether any of your readers 
have found a way of overcoming this particular type, 
of injustice. } 


Yours faithfully, 
South Molton, Devon. JOHN D CHILCOTT. 


[A similar point was argued in Leigh v. C.I.R. (6 A.T.C. 
514; 11 T.C. 590) but without success on the taxpayer’s 
part, — Editor. ] 
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p THE INSTITUTE OF CHARTERED 
ACCOUNTANTS IN ENGLAND AND WALES 
MEETING OF THE COUNCIL 


At a meeting of the Council held on Wednesday, 
April 7th, 1954, at the Hall of the Institute, Moor- 
gate Place, London, EC2, there were present: 

Mr J. Blakey, President, in the chair; Mr D. V. House, 
Vice-President; Messrs H. Garton Ash, opp, M.C., 
W. L. Barrows, Sir Harold Barton, Mr T. A. Hamilton 


Baynes, Sir Bernhard Binder, Messrs C. W. Boyce, ¢.8.8.,. 


W. G. Campbell, P. F. Carpenter, W. S. Carrington, 
D. A. Clarke, J. Clayton, S. W. Cornwell, E. C. Corton, 
A. S. H. Dicker, M.B.E, W. W. Fea, G. R. Freeman, 
` Sir Harold Gillett, m.c., Messrs P. F. Granger, W. H. 
Lawson, €.B.E, R. B. Leech, M.B.E, T.D., R. McNeil, 
K. A. E. Moore, S. J. Pears, C. U. Peat, M.C., P. M. Rees, 
M.C., P. V. Roberts, L. W. Robson, G. F. Saunders, 
K. G. Shuttleworth, B. Smallpeice, C. M. Strachan, 
opp, D. Taylor, G. L. C. Touche, E. Gordon Turner, 

c., A. D. Walker, Sir Nicholas Waterhouse, K.B.E. 

essrs M. Wheatley Jones, E. F. G. Whinney, R. P. 
Winter, M.C., T.D., with the Secretary and Assistant 
Secretaries. 


Re-admission to Membership 


One application for re-admission to membership wás 
acceded to. 


Exemption from the Preliminary Examination 


Four applications under bye-law 79 for exemption from 
the Preliminary examination were acceded to, 


Reduction in Period of Service under Articles 
Five applications under bye-law 61 for a reduction in 


the period of service under articles were acceded to 


~and one application was not acceded to. 


Exemption from the Intermediate Examination 


- Three applications under bye-law 85 (b) for exemption 
from the Intermediate examination were acceded to 
and three applications were not acceded to. 


Articled Clerks in Industrial Organizations 


Two applications under bye-law 58 (c) from articled ` 


clerks to serve a part of their articles in an industrial 
organization were acceded to. 


Articled Clerks engaging in Other Business 


The Council acceded to one -application under bye- 
law 57 from an articled clerk to engage during his 
service under articles in other business for the solé 
purpose and to the limited extent specified in the 
application. 


~ ` Intermediate Examination 


“One application under bye-law 81 for permission to 
‘sit an earlier Intermediate examination was acceded to 
and one application was not acceded to, 


Annual Report and Accounts for 1953 


The annual report of the Council and the accounts of 
the Institute for the year 1953 were approved for issue 
to members of the Institute. 


Taxation and Research Gommittee 


Mr S. M. Duncan, F.c.a., was nominated by the 
Council to serve on the Taxation and Research Com- 
mittee to fill the vacancy caused by the resignation 
of Mr G. L. C. Touche.. a 


The Institute of Taxation 


The Council decided to oppose the petition of the 
Institute of Taxation for the grant of a Royal Charter. 


Certificates of Practice etc. 


It was resolved: 


(1) That certificates of practice be issued to the 
following eighteen associates who have commenced 
to practise: 


ar Alan Morris; 1953, A.C.A.; (Carline, Watson, Bird 
& Co), s7—s9 Saltergate, Chesterfield. 
Black, Gerald Selig; 1954, A.C.A.; 43 Halkyn Avenue, 
Sefton Park, Liverpool, 17. 
Bressloff, Stanley John; 1954, A.C A: (S. J. Dreseloft & 
Nea 63 Highfield Gardens, Golders Green, London, 
Il. 


Clayton, Dennis Lloyd; 1953, A.C.A.; (Lloyd Clayton & 
Co), 11—15 Monument Street, London, EC3. 


Ellis, Dan; 1948, A.C.A.; (Chamberlain & eee: Old 
Custom House, Portmadoc, Caernarvonshi 


Griffiths, William Douglas; 1948, A.C.A., S Caithness 
Drive, Wallasey, Cheshire. 

Grindrod, Geoffrey Kenneth, m.a.; 1953, A.C.A.; (FW. & 
G. K. Grindrod), 53 Queen Street, Blackpool. 


Knight, Charles William George; 1953, A.C.A.; 261 Good- 
wood Avenue, Hornchurch, Essex. 

Knowles, Peter William Percy: 1948, A.C.A.; (Carter, Clay 
& Lintott) and (Stevenson, Chapman & Co), Manfield 
House, 376-379 Strand, London, WCz. 


Meek, Ronald Julian; 1954, A.C. ge 80 Wimpole Street, 
Cavendish Square, London, 
Mitchell, Arthur Edward; 1953, A. CG .A.; (Edward Mitchell 
& Co), or Saltergate, Chesterfield. 
Mullarkey, Terence Sydney; 1952, A.C.A; (*R. K. 
ES & Co), 19 Great Winchester Street, London, 
SG e 


Palmer, Frederick Robert; 1951, A.C.A.; (Jones, Avens, 

_ Worley & Piper), 7 East Pallant, Chichester. 

Poynton, John Harvey, E.R.D.; 1937, A.C.A.; (Poynton 
& Co), 27 London Street, Southport. 


Sherman, Hyman Arnold; 1954, A.C.A.; (H. Arnold 
Sherman & Co), 2 Rose Garden Close, Canons Drive, 
Edgware, Middlesex. 

Smith, Charles Alasdair; 1953, A.C.A.; (Alfred P. Turner 
& C. A. Smith ), At Granby Street, Loughb6rough, 
Leicestershire. 

Smith, Martin Hammond Cabourn; 1948, A.C.A.; (Cash, 

` Stone & Co), AR Copthall Avenue, London, EC2, and 
at Portsmouth and Southampton. 


* placed against a Firm Name signifies E the Firm is not 
exclusively composed of members of the Institute. 
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Teece, Bryan Charles; 1954, A.C.A.; (W. J. King & Son), 
21 Stone Street, Gravesend, Kent. 


(2) That eleven associates be elected to fellowship 
under clause 6 of the supplemental Charter (bye- 
law 31). 

(3) That three associates be elected to fellowship 


under clauses 6 and 31 of the supplemental Charter 
(bye-law 31). 

(4) That six applicants be admitted as associates 
under clause 5 of the supplemental Charter (bye- 
law 31). 

(5) That one applicant be admitted as an associate 
under clause 9 of the supplemental Charter (bye- 
law 36). 

A list of those who complete their fellowship or 


membership before April zoth will appear in The ` 


Accountant of April 24th. 


Changes of Names 
The Secretary reported that the following changes of 
names had been made in the Institute records: 


Robert Edward Shuttleworth Stanhope Palmer, A.C.A., 
to Robert Edward Shuttleworth Stanhope-Palmer. 


Peter Donald Williams, a.c.a., to Peter Williams. 


Registration of Articles 


The Secretary reported that rog articles of clerkship 
were registered during the month of March 1954 as 
compared with os in the previous March. `: 
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Resignations 
The Secretary reported the resignations of: 


George May Creasey, A.C.A., Sevenoaks. 
Richard Howard Halbeard, "A.C. A., Wolverhampton. 


Deaths of Members 


The Council received with regret the Secretary’s 
report of the deaths of the following members: 


Mr Frederick Denby Ashton, A.C.A., Glossop. 
» John Bailey, F.c.a., London. 
» Reginald Morton Clark, F.C.A,. Slapton. 
vn Stanley Edward Coyte, B.A., A.C.A., Leeds. 
„» Arthur Crosland, A.C.A., Manchester. 
» Kenneth Charles Fox, F.c.a., London. 
„» James Edward Grace, F.c.a., Bristol. 
» Reginald Griffin, F.c.a., Bromley. 
», Edward Noel Humphreys, r.c.a., Llandudno. 
» James Eric Jackson, A.C.A., London. 
» sydney Malcolm Lawrence, A.C.A., Harrow. 
» Horace John Madge, F.c.a., Hayes. 
» Philip Mordant Mordant, r.c.a., London. 
» Benjamin Edward Nightingale, r.c.a., London. 
» Thomas Robinson, A.C.A., Lichfield. 
» William James Scott, A.C.A., Brazil. 
» John Cecil Suker, A.C.A., West Kirby. 
», John Leonard Travis, A.C.A., Manchester. p 
„» Paul Mead Webster, A.C.A., Burton-on-Trent. 
» John George Younger, F.C.A., South Shields. 


Dr W. Dieterich 


Dr W. Dieterich, Secretary of the Institut der 
Wirtschaftspriifer, who is-on a visit to this country, 
was received by the Council after the conclusion of 
its meeting. The President extended to him a hearty 
welcome to which Dr Dieterich suitably replied. 


FINDINGS AND DECISIONS OF THE DISCIPLINARY COMMITTEE 


Findings and Decisions of the Disciplinary Committee of the Council of the Institute appointed pursuant to 
bye-law 103 of the bye-laws appended to the supplemental Royal Charter of December 21st, 1948, at hearings 
held on March 3rd, 1954. 


A formal complaint was preferred by the Investiga- 
tion Committee of the Council of the Institute to the 
Disciplinary Committee of the Council that Frederick 
Bernard Charles, A.C.A., was convicted at Nottingham 
Quarter Sessions on December r5th, 1953, on a 
charge that he between July 16th, 1945, and Sep- 
tember 16th, 1953, in the City of Nottingham, being 
clerk or servant to a limited company, stole from 
such company the sum of £556 6s od so as to render 
himself liable to exclusion or suspension from 
membership of the Institute. The Disciplinary 
Committee found that the formal complaint had 


been proved and ordered that Frederick Bernard. 


Charles, A.C.A., be excluded from membership of 
the Institute. 


A formal complaint was preferred by the Investiga- 
tion Committee of the Council of the Institute to the 
Disciplinary Committee of the Council that Michael 
Joseph MacMahon, being a clerk under articles, was 
convicted at the South Western Magistrates’ Court, 
London, on December 2nd, 1953, on a charge under 
Section 2 of the- Larceny Act, 1916, of stealing 
Beer pairs of nylon stockings of a value 


together of {12 so as to render himself liable to be 
declared unfit to become a member of the Institute. 
The Disciplinary Committee found that the formal 
complaint had been proved and declared that 
Michael Joseph MacMahon, a clerk under articles, 
is not fit to become a member of the Institute. 


A formal complaint was preferred by the Investiga- 
tion Committee of the Council of the Institute to 
the Disciplinary Committee of the Council that 
Rowell Hartley Bell, F.c.a., had failed to satisfy a 
judgment debt within the meaning of Clause 21, 
sub-clause (4) of the supplemental Royal Charter 
in that he failed to satisfy a final judgment for 
£293 8s 3d together with the sum of £13 costs 
obtained against him so as to render himself liable 
to exclusion or suspension from membership of the’ 
Institute. The Disciplinary Committee found that 
the formal complaint had been proved and ordered 
that Rowell Hartley Bell, F.c.a., of 47 Henley Road, 
Ipswich, Suffolk, be excluded from membership of 
the Institute. 
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THE ASSOCIATION OF 


AND CORPORATE ACCOUNTANTS 


Extracts from the Report of the Council for 1953 . 


The forty-ninth annual general meeting of the Association 
of Certified and Corporate Accountants will be held in the 


Lecture Hall of the Chartered Auctioneers’ and Estate 


Agents’ Institute, 29 Lincoln’s Inn Fields, London, WC2, 
on Tuesday, April 27th, 1954, at 12 noon. 

We give below extracts from the report of the Council 
for the year 1953. 


EXTRACTS FROM THE REPORT 
President and Vice-President 


At a meeting of the Council held on April 28th, 1953, The 
Lord Latham, London, and Mr William Macfarlane Gray, 


"Stirling, were re-elected President and Vice-President, 


respectively. 


Council and Committee Meetings 


During the year 9 Council meetings and 94 committee 
meetings were held. There were also 42 meetings of joint 
mmittees, delegations, etc. 


Membership 


During the year, 623 new members were admitted to 
membership; 8 former members were restored to the 
register, and 3 were re-admitted; and 46 associates were 
advanced to fellowship. The membership of the Association 
at the end of the year was 8,908, consisting of 2,328 fellows 
and 6,580 associates. 


Year Book 1953-54 


Work on the 1953-54 Year Book was completed during the 

year and the Year Book was published early in January 1954. 

In addition to alphabetical and topographical sections, a 

supplementary list of members corrected to November 6th, 

1953, is included. It is interesting to note that since the 

issue of the previous edition in January 1952, there has 
een a net increase in membership of more than 850. 


Certificates of Membership 


As a result of the merger of the Corporation of Accountants 
and the Institute of Certified Public Accountants, and two 
changes of name by the Association itself within the same 
period, various membership certificates are in current use 
by members. The Council is of opinion that, in the general 
interests of the Association, it is highly desirable that this 
confusing position should be brought to an end, and has 
accordingly decided to make new certificates of membership 
available to all members. The opportunity has been taken 
to redesign the certificate, which will be smaller and simpler 
than the old one. 

A notice explaining the procedure for exchange of cer- 
tificates is being sent to members. 


Designation and Designatory Letters 


The Council desires to direct the attention of members to 
the observations of the President during his presidential 
address at the Folkestone Conference in June last on the 
use of appropriate designations and designatory letters. 
The President’s remarks ... should be read by all members. 
Jt is satisfactory to record that due heed has been given to 
them by a number of members, but there are still some 


| falling short of requirements in this respect. 


Students and Graduates 


The number of students and graduates (including articled 
clerks) on the register at December 31st, 1953, was 8,533. 
During 1953 there were 1,353 new registrations and 7,110 


renewals; 70 students were retained on the register while 
undergoing national service. 


Examinations 


‘The number of new applications to sit the Association’s 


e 


examinations received during the year was 1,990, aS com- 
pared with 1,889 in 1952. 

The number of candidates sitting for the June and 
December 1953 examinations totalled 3,793, of whom 1,634 
(43 per cent) passed. The corresponding figures for 1952 
were 4,137 and 1,857 (45 per cent). 


Examinations Syllabus 


The revised examination syllabus took effect at the June 1953 
examinations. The transition from the old syllabus to the 
new was achieved with complete smoothness and no report 
of any difficulty has reached the Council. 


Certified Accountants’ Jubilee Scholarship 


In December 1953, the Council announced that it had 
decided to make available to members and students of the 
Association a university scholarship tenable at the London 
School of Economics. The value of the scholarship is up 
to £200 per annum or {600 in all during the currency of 
any one award and is designed to enable the recipient to 
take a first or higher degree in economics, specializing in 
accounting or other approved subject. 

The Council is prepared to make the first award with 
effect from Michaelmas term, 1954, and to grant one new 
scholarship each year. 


Branches and District Societies 


The Council is pleased to note that the increased interest 
of members in district society affairs, to which it referred 
in the last annual report, has been maintained and extended. 
Local activities continue at a satisfactory level, particularly 
those conducted jointly with branches of other professional 
bodies. 

During the year the Council authorized the formation of 
two new students’ societies attached to the Glasgow and 
West of Scotland Branch and the Irish Branch, respectively. 

The President,. Vice-President, Director and Secretary 
have continued to visit branches and district societies and 
to attend their annual dinners and other functions and 
thereby to maintain personal contact with members. 


Meeting of Branch and District Society 
Representatives 


The annual meeting of branch and district society repre- 
sentatives took place on June 30th, 1953, during the course 
of the annual conference at Folkestone. Twenty-two 
branches and district societies were represented and an 
interesting and helpful exchange of views on current 
problems and matters of interest took place. 


Premises 


The continuing increase in the membership and activities 
of the Association has for some time made evident the in- 
adequacy of the existing accommodation at headquarters. 
The Council has, therefore, decided to seek larger premises. 
During the last six months the Secretary has inspected a 
number of buildings, but without success. 

The new headquarters must be conveniently situated for 


the benefit of members, and the Council hopes that it will 
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be possible to provide certain additional amenities which 
are now lacking. 


Appointments Register 
As indicated in the last report, the Council has taken steps 
throughout the year to publicize further the work of the 
Appointments Register and there has been a satisfactory 
improvement in the number of appointments notified... . 


Annual Dinner and Dance, 1953 


The success of the Association’s first post-war dinner and 
dance held in the Great Room, Grosvenor House, Park Lane, 
Wz, on November 2nd, 1953, amply justified the Council’s 
decision to revive this important function. Over 500 
members and guests attended and spent a most enjoyable 
evening. 

The toast of the Association was proposed by the Rt. Hon. 
Lord Radcliffe, P.C., G.B.E., and replied to by the President. 
The Vice-President submitted “The Guests’ and the Rt. 
Hon. Sir Hartley Shawcross, P.C., Q.C., M.P., replied. 

The Council is specially pleased to record that advantage 
of the occasion was taken by members of the Association 
to make a presentation to Mr and Mrs J. C. Latham in 
token of their warm personal regard. 


Golden Jubilee 1954 


Members will be aware that the Association attains its 
Golden Jubilee this year — having been founded in 1904 — 
and the Council has decided to mark the occasion in a fitting 
manner, probably during November next. Full particulars 
will be sent to members in due course. 


Research 


The first impression of Accounting for Inflation, the research 
study by the Taxation and Research Committee, which was 
published in August 1952, is now almost exhausted. Pre- 
parations are in hand for a second impression which will 
incorporate certain additional material in relation to the 
position in other countries. 

The expansion of the Taxation and Research Committee 
was completed and the new Technical Research Committee 
and its subcommittees held their first meetings during the 
year. 

A number of research projects were put in hand by each 
subcommittee and the Council looks forward to making 
the results of this work available in pamphlet form to 
members of the Association and the profession in due 
course. 

Absorption 


The subject of absorption has again this year occupied much 
of the Council’s time and attention. It is still not possible 
to make a precise and comprehensive announcement on the 
matter, but points of difficulty are being resolved and the 
Council feels that the time is approaching when it will be 
practicable to make a full report to members. .. . 


Accountants’ Day in Holland 


The Association was represented by the President and Vice- 
President at the annual accountants’ day, organized by the 
Nederlands Instituut van Accountants, held in Amsterdam 
on October 3rd, 1953. The Council has expressed to the 
Instituut its best thanks for the hospitality extended to its 
representatives. 


The Accountant Annual Award 


In October 1953, The Accountant announced its intention 
of making one or more awards annually to companies whose 
shares are quoted on a*recognized stock exchange in the 
United Kingdom in relation to the form and content of the 
reports and accounts issued to shareholders. 

The reports etc. are to be considered by a panel of judges 
under the chairmanship of Mr Montagu L. Gedge, Q.C., on 
which the Association is represented by the President. 


Accountancy and Rising Prices 


Following the publication of Accounting for Inflation in 
August 1952, the Council has continued to give considera- 
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tion to the question of accounting in relation to fluctuating 
price levels. It will be recalled that earlier that year The 
Institute of Chartered Accountants in England and Wales 


bodies to discuss the position and the representatives of bei 


announced its intention of inviting the other ven of the 


Association attended joint meetings in 1952 and 1953 for | 
that purpose. 

Unfortunately it was not found possible to reach any 
common view on this contentious matter and it was agreed 
that each body should be free to publish its own statement. 
The Association accordingly released its memorandum, 
Observations on Recommendation XV of The Institute of 
Chartered Accountants in England and Wales on Accounting 
in Relation to Changes in the Purchasing Power of Money, in 
December 1953. 


Solicitors’ Accounts 


In March 1953, the Law Society invited the recognized 
accountancy bodies to send representatives to a joint meet- 
ing for the purpose of discussing the Solicitors’ Accounts 
Rules, 1945, the Solicitors’ Trust Accounts Rules, 1945, 
and the Accountant’s Certificate Rules, 1946, and consider- 
ing whether, in the light of some eight years’ practical 
experience of the operation of the rules, any amendment 
seemed desirable. A useful exchange of views took place 
and the Law Society is now considering the position further. 


Accountants’ Joint Parliamentary Committee sa 


The Accountants’ Joint Parliamentary Committee has con- 
tinued its work of watching all parliamentary matters 
relating to the qualification and status of accountants and 
auditors. Throughout the year under review the joint com- 
mittee has been successful in maintaining the adoption of 
a form of audit clause which in effect confines the choice of 
professional auditor to members of the accountancy bodies 
represented on the joint committee. 


Regulatory Legislation 


The Council’s views as to the desirability of statutory 
regulation for the profession remain unchanged. The 
absence of comprehensive provision for the protection of 
the title and function of the profession means that many of 
its members — particularly those with smaller practices — 
are subjected to a good deal of unfair competition. Nor can 
the public enjoy that guarantee of efficient and informed” 
service to which it is entitled. ete 

It is true that the field of activity of the unqualified 
man has been appreciably narrowed by legislation and will. 
become more so if the exterision of Section 161 of the 
Companies Act, which the recognized bodies have recom- 
mended, becomes law. But even so, a not insubstantial 
field of practice among smaller businesses remains un- 
affected and it is in this field, perhaps, more than in any 
other that the client is in need of the benefit of expert advice 
and assistance from persons properly qualified to give it. 

The passage of time will do nothing to render the prob- 
lem more easy of solution. Indeed, the longer legislative 
regulation is delayed the more difficult does the position 
become, both for the profession and for the public it serves. 
When the question of absorption has been resolved, either 
positively or negatively, the Council will seek, with all 
proper energy, a resumption of the discussions of this 
subject which is so vitally bound up with the future of the 
profession. 


Retirement from Council 


The Council very much regrets to report that Mr T.H, 
Hughes, who retires automatically from the Council at this 
meeting, has indicated that by reason of ill-health he does 
not propose to seek re-election. 

Mr Thomas Herbert Hughes was admitted to the 
Corporation of Accountants on June 15th, 1898. He was 
elected to the Council of the Corporation in 1930 and 
was President from 1933 to 1936. He was appointed a 
member of the first Council of the Association following 
the merger in 1939 and has served thereon ever since. 


April 27th, 1954 


The Council desires to record its appreciation of his 
valuable services over this period and to express its sincere 
good wishes for an early return to health. 


en eel 


e 


~- Membership of Council 


The following members of Council retire in accordance 
with the provisions of Article 56 of the Articles of Associa- 
tion and, being eligible, offer themselves for re-election: 

Practising members: Mr Archibald Bundy (Caerphilly); 
Mr William Macfarlane Gray (Stirling); Mr Ernest Green- 
hill (Birmingham); Mr Charles Victor Jarvis (Manchester); 
Mr Sydney Charles Jones (London); Mr Thomas Edgar 
Andrew Killip (Liverpool); Mr Harry Ernest West (London), 

Non-practising member : Mr Herbert Grant Bird (Sheffield). 

The following member of Council, co-opted under the 
provisions of article 61 of the articles of association, offers 
himeelf for re-election. 
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Practising member: Mr John Edward Harris (London). 

The following fellows of the Association have been duly 
nominated and are recommended by the Council for 
election thereto: 

Practising member: Mr Leo Kennett (London). 

Non-practising member: Mr Victor Joseph Oxley (Ipswich). 


Staff 


Mr Robert Thomas Bell, barrister-at-law, was appointed 
as an administrative assistant from April 1st, 1953. 


Auditors i 
In pursuance of the Companies Act, 1948, the auditors, 
Mr E. T. Westmacott and Mrs F. A. Emmerson, certified 
accountants, will continue as joint auditors of the Associa- 
tion for the ensuing year. 


NOTES AND NOTICES 


The Institute of Chartered Accountants in 
England and Wales 


ANNUAL MEETING 


“lhe annual meeting of The Institute of Chartered 
Accountants in England and Wales will be held at 
the Hall of the Chartered Insurance Institute, 
20 Aldermanbury, London, EC2, on Wednesday, 
May sth, 1954, at 2 p.m. 


Personal 


Messrs GODDARD, MerLLersH & Co, Chartered 
Accountants, of 833 Salisbury House, London Wall, 
London, EC2, and Messrs LEPINE & Co, Chartered 
Accountants, of 2 Thames House, Queen Street 
Place, London, EC4, announce that as from March 
31st, 1954, they have amalgamated their practices 
which will be carried on under the style of GODDARD, 
~ME.tersu & LEPINE at 833 Salisbury House, London 
Wall, London, EC2. Telephone: National 0524-5. 

Messrs J. P. SHaw & Co, of Grand Buildings, 
Trafalgar Square, London, WC2, announce that as 
from April 5th, 1954, Mr JOSEPH KENNETH SHAW, 
A.A.C.C.A., son of Mr J. P. SHAW, A.A.C.C.A., F.C.IS., 
has been taken into the partnership, the name of 
which remains unchanged. 

Messrs Wm. H. Jack & Co, Incorporated Account- 
ants, of 12 Buckingham Street, Strand, London, 
WCa2, announce that Mr LEONARD WOOLF, A.S.A.A., 
who has been associated with the firm for a number 
of years, has been admitted to partnership as from 
April rst, 1954. 7 

Messrs N. C. R. FLEMING, F.S.A.A., T. J. HARRISON, 
A.C.A. and G. P. WARING, A.C.A., practising under 
the style of CHARLES E. Dog & Son, at 11 Dale 

Street, Liverpool, 2, announce that as from April 
6th, 1954, they have admitted into partnership 

Mr GEOFFREY ENGLISH, A.S.A.A and Mr ALFRED 
GEOFFREY HIRST, A.C.A., who have previously been 
associated with them. The style of the firm will 
remain unchanged and the practice will be continued 
from the same address. 

Messrs BROOME, Foxon & Co, of Vernon House, 


12-18 Friar Lane, Nottingham, announce that Mr 
R. C. GRATTON, A.S.A.A., a senior member of their 
staff, has been admitted into partnership as from 
April 1st, 1954. i 

Messrs PARKER, GRADWELL & Co, Chartered 
Accountants, Hollins Chambers, Bridge Street, Man- 
chester, 3, announce that as from April 6th, 1954, 
they are taking into partnership Mr Wm. R. JOHNSON, 
A.C.A. 

Messrs F. F. SHARLES, F.S.A.A.. M. R. JACKSON, 


F.C.A., and N. K. JUNOR, A.S.A.A., practising as F. F. 


SHARLES & Co, announce that their partnership has 


been dissolved by mutual consent as from September 


8th, 1953. Mr F. F. SHARLES, F.s.a.A. and Mr N. K. 
JUNOR, A.S.A.A., continue to practise under the style 
of F. F. SnarLes & Co at 12 Harley Street, London, 
Wr, and Mr M. R. Jackson, F.c.a., will practise on 
his own account at 11-13 Baker Street, London, W1. 

Messrs F. Geen & Co, Chartered Accountants, of 
Victoria Chambers, Stoke-on-Trent, announce that 
as from April 7th, 1954, they have admitted into 
partnership Mr F. W. Carper, JUN., T.D., A.C.A. 

Messrs Frank Brown & Wat.rorp, Chartered 
Accountants, of Finkle Chambers, Stockton-on-Tees, 
announce that they have acquired the practice of 
Messrs Wm. HARLAND & Son, Chartered Account- 
ants, of 41 High Street, Stockton-on-Tees, as from 
April 7th, 1954. The amalgamated practices will be 
carried on by the present partners of FRANK BROWN 
& WALFORD, Messrs W. J. E. RINGQUIST, J.P., F.C.A., 
E. W. WALFORD, F.c.Aa., R. A. BRANSON, A.C.A., and 
D. pE G. WALFORD, T.D., A.C.A. 


Professional Notes 


In our last issue we announced that Mr J. C. Gardner, 
F.C.A., senior partner in the firm of Chalmers, Wade 
& Co, had been appointed a director of Mellor 
Bromley & Co Ltd. This is incorrect; it is Mr J. C. 
Gardiner, F.c.A., a partner in the firm of Jenks, 
Percival, Pidgeon & Co, who has been appointed a 
director of Mellor Bromley & Co Ltd. We regret the 
error. 
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Mr D. G. D. Webb, c.a., has been elected a member 
of the board of directors of Flowers Breweries Ltd, 
The Brewery, Luton, Bedfordshire. 

Mr H. J. Finden-Crofts, a.c.a., chief accountant 
of 5. C. Johnson & Son Ltd, has been appointed 
secretary of the company. 


Guild, Appleton & Co 

We are informed by the Secretary of The Institute of 
Chartered Accountants in England and Wales that in 
the list of applicants admitted to membership sent to 
us by him and published in our issue of March 2oth, 
there should have been no asterisk against the name 
of the firm Guild, Appleton & Co, shown with the 
entry for Mr John Edward Hughes. The firm of 
Guild, Appleton & Co is composed entirely of mem- 
bers of the Institute. 


In Parliament 


co Company RECEIPTS: TAX 

Mr Ossorne asked the Chancellor of the Exchequer 
how much of the £700 million other receipts received 
by companies in 1953 as indicated in table 20 of the 
Economic Survey, 1954, represents capital transfers; 
why tax payments are estimated only at £950 million 
on a total income of £3,130 million; and what items 
are included in the later figure that are not subject 
to taxation. 

Mr Mamm ine: Capital transfers account for about 
£25 million out of the £700 million ‘other receipts’ 
in the table. The tax payments shown do not include 
income tax paid on interest and dividends, since this 
is regarded as falling on the shareholders, even 
though in practice it is normally deducted by com- 
panies at source. To arrive, therefore, at an appro- 
priate figure of company income in 1953 for com- 
parison with the figure of tax payments it is necessary 
to deduct interest and dividend payments of {951 
million from the total of £3,130 million. 

Statutory depreciation allowances of £449 million 
should also be deducted, together with the {25 
million of capital receipts. The resulting figure of 
£1,705 million represents the undistributed income 
of companies in 1953, after provision for deprecia- 
tion; tax payments on this income are put at {950 
million or 56 per cent. 


Hansard, April 6th, 1954. Written Answers. Col. 19. 


REVOLVING FUND FOR I[NpusTryY: APPLICATIONS 
Mr An asked the President of the Board of Trade 
how many applications have been received for loans 
from the Revolving Loan Fund established with 
counterpart funds in accordance with Command 
Paper No. 8918; how many have been approved; 
and what has been the average size of loan granted. 

Mr P. THorneycrort: Three hundred and twenty- 
one applications for loans from the Revolving Fund 
for Industry had been received up to the end of 
March, and the Advisory Committee set up to ex- 
amine them had recommended loans in thirty-two 
cases, subject to negotiation of the necessary agree- 
ments. These negotiations are in various stages and 
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in a few cases are approaching completion. The 
average amount of the loans recommended is 
approximately £10,000. 


Hansard, April 8th, 1954. Oral Answers. Col. 505. ' 


PRIVATE BANKING ACCOUNT INTEREST DISCLOSURES: 
REVENUE 
Mr N. MACPHERSON asked the Chancellor of the 
Exchequer what additional revenue he estimates has 
resulted from the provision in the Finance Act, 1951, 
authorizing the disclosure by banks of-private banking 
accounts to the Inland Revenue. 

Mr Boyp-Carpenter: ‘There is no provision 
authorizing disclosure of private banking accounts. 
Section 27 of the Finance Act, 1951, authorized only 
disclosure of interest paid or credited in excess of 
£315 per annum. Up to March 31st, 1953, the amount 
of unassessed tax and penalties recovered as-a result 
of this section was {£7 million. Since that date 
separate figures are not available. 


Hansard, April 8th, 1954. Oral answers. Col. 515. 


North-western Management Conference 
‘Working capital needs and replacement costs’ was thé” 
subject of an address given by Mr A. R. English, 
A.C.A., chief loan administration officer of the In- 
dustrial and Commercial Finance Corporation Ltd, 
at the north-western management conference, held in 
Stockport recently. 


The conference — the theme of which was ‘World competi- 
tion: a challenge to British management’ — was arranged 


by the British Institute of Management in association with 


the regional organizations of the Federation of British 
Industries, the National Union of Manufacturers and the 
Institute of Industrial Administration. 


Film on Accountancy as a Career — 
As already mentioned in our columns, the American 
Institute of Accountants has produced a film entitled- 
‘Accounting — the language of business’, which is 
designed to show how responsible and varied is the 
work of a member of the profession. 

Through the kindness of the American Institute, 
this film was privately shown by The Accountant to 
a small audience last Monday. It was warmly 
welcomed and clearly achieved its object. 


Accountants in the Isle of Man 

Under the chairmanship of Mr A. D. Walker, F.c.a., 
a member of the Council of The Institute of Chartered 
Accountants in England and Wales, over forty char- 
tered and incorporated accountants and students in 
the Isle of Man met informally at The Sefton Hotel, 
Douglas, on Friday, April gth, and were presented 
to Mr James Blakey, F.c.a., President of The Institute 
of Chartered Accountants in England and Wales, and 
Mr Bertram Nelson, F.S.A.A., Vice-President of the 
Society of Incorporated Accountants and Auditors. j 

Among the many topics of interest discussed were 
the scheme under which articled clerks may serve 
their articles whilst simultaneously reading for a 
degree; the practical effect of the 1948 English 
Companies Act on the position of the auditor and the 
presentation of accounts (the current Manx Com- 
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panies Act is the equivalent of the English 1929 Act); 
liaison with accountancy bodies in the Dominions and 
in_foreign countries; and the possibility of local 
lectures for incorporated accountant students in the 
Isle of Man. 

At a dinner which followed, the guests of honour 
were Mr Blakey, Mr Nelson, His Honour the 
Deemster J. A. Cain, M.A., and His. Honour the 
Judge of Appeal, Mr Neville Laski, oc Mr W. P. 
Scowcroft, A.C.A., President of the Liverpool Society 
of Chartered Accountants, His Honour the Deemster 
Sir Percy Cowley, and Mr Derek du Pré, editor of 
The Accountant, were unfortunately unable to attend. 
All four guests spoke. The toast of the guests was in 
the hands of Mr J. B. Garside, r.c.a. Mr H. E. 
Kneale, F.S.A.A., proposed a vote of thanks to Mr A D. 
Walker and others for organizing the event, and 

-Mr Walker suitably replied. Deemster Laski, in his 
speech, stressed the importance of professional 
integrity and the maintenance of high standards, 
saying that material rewards were bound to follow. 


- The Association of Certified and Corporate 
Accountants 


Soutu EASTERN District SOCIETY ANNUAL DINNER 


The annual dinner of the Association of Certified and 
Corporate Accountants’ South Eastern District 
Society was held at the Royal Pavilion, Brighton, on 
Friday, April gth, 1954. The President of the 
District Society, Mr N. W. Watkins, F.a.c.C.A., was 
in the chair, and among those present were: 

Councillor A. E. Brocke, J.P. (Mayor of Hove); Mr Leslie 
Bunker, 11.8. (President, Sussex Law Society); Alderman 
J. E. Hay, J.r. (Mayor of Brighton); Mr Howard Johnson, 
M.P. (Member of Parliament for Brighton, Kemp Town 
Division); Mr J. C. Latham, D.L., F.S.A.A., F.A.C.C.A. (Director 

-of the Association) Mr W. Macfarlane Gray, F.A.C.C.A. 
(Vice-President of the Association); Mr Anthony Marlowe, 
Q.C., M.P. (Member of Parliament for Hove); Mr G. P 
Morgan-Jones, M.A., F.C.A. (President, South Eastern Society 
of Chartered Accountants); Mr F. Cameron Osbourn, M.B.E., 
B.A., LL.B. (Secretary of the Association); Mr Ernest Webb, 
F.S.A.A. (President, Sussex District Soctety of Incorporated 
Accountants). 

The toast of “The Accountancy profession and the 
Association of Certified and Corporate Accountants’ 
was proposed by Mr Bunker and Mr-Macfarlane 
Gray replied. 

Mr H W. Leonard, A.a.c.c.a., proposed the toast 
of “Ihe County Borough of Brighton and the 
Borough of Hove’ to which the Mayor of Brighton 
and the Mayor of Hove, responded. 

Mr Anthony Marlowe responded to the toast of 
“Our Guests’ which was proposed by Mr J. 5. 
Bradley-Hole, F.A.C.C.A. 
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Institute of Cost and Works Accountants 
Harrow AND District BRANCH DINNER 


The Harrow and District Branch of the Institute of 
Cost and Works Accountants held a dinner at the 
Gayton Rooms, Harrow, on Friday, April gth, the 
Branch President, Mr R. B. Garnham, F.c.W.A., 
presiding. Among ‘those present were: 

Councillor W. R. Cowen, 0.B.£., J.P. (Chairman of Harrow 
Urban District Council); Mr L. F. Nicholson, F.C.W.A. 
(Chairman, Harrow and District Branch); Mr F. W. H. 
Saunders, F.C.W.A. (President of the Institute); Mr J. B. S. 
Savage (Director, Savage & Parsons Lid); and Dr E. 
Williams, B.SC., PH.D. (Principal, Harrow Technical College). 

The toast of “The Institute’ was proposed by Mr 
Savage, and speaking of the growth in its membership 
~ Bo per cent since 1947 ~ he said the Institute offered 
in management accountancy something which indus- 
try wanted. What business men needed to know was 
not what had happened yesterday but what was 
happening today ~ and preferably what was going to 
happen tomorrow. Mr Saunders responded to the 
toast. 

Mr Nicholson proposed the toast of “The Guests’ 
and Councillor Cowen and Dr Williams responded. 
Councillor Cowen spoke of the vital service rendered 
by Institute members in the present economic situa- 
tion; Dr Williams said the high standard required in 
its examinations and its insistence on practical 
experience, were responsible -for the high status of 
the Institute in industry. 


The Chartered Accountant Students’ 
Society of London 

The following meetings will be held during next 

week: 

‘Practical aspect’ lectures for Final candidates (admission 

by card): 

Tuesday: “The chartered accountant and mechanization’, by: 
Mr J. Sandford Smith, a.c.a.; ‘Costing’, by Mr F. T. 
Hunter, F.C.A., F.C.W.A.3 ‘The consolidation of accounts 
in practice’, by Mr W. E. Parker, ¢.B.£., F.c.A.; ‘Goodwill’, 
by Mr R. J. Carter, B.COM., F.C.A. 

Wednesday: ‘Building societies’, by Sir Bruce Wycherley,' 
M.C., F.C.LS.; “The finance of foreign trade’, by Mr H. J. 
Witheridge, | M.C., B.COM., “The capital structure of 
limited companies’, by Mr H. J. S. French, ong, B.C.L.; 
‘Receiverships and bankruptcy’, by Mr Leslie Cork. : 


‘Practical aspect’ lectures for Intermediate candidates 

(admission by card): 

Thursday: “The work of executors and trustees’ , by Mr M.. 
Lockyer, A.1.B.; ‘Assurance and insurance’, by Mr 5S. R. 
Fenwick, F.c.1. 1 ‘Dollars and sterling’, by Mr H. Hunter; 
Film and demonstration of punched-card accounting. 

Friday: ‘Banking practice’, by Mr G. I. Williamson; ‘Cost 
control for management’, by Mr Ian Liddington, M.C., 
A.C.A.; ‘Stock exchange practice’, by Mr T. R. Maguire; 
“T'he accountant’s place in an industrial organization’, by 
Mr E, H. Davison, A.C.A. 


JOHN FOORD & COMPANY 


56 VICTORIA STREET, LONDON, SWI 


Telephone: Victoria 2002 (3 lines) 


VALUERS AND ASSESSORS 


OF WORKS, FACTORIES, PLANT & MACHINERY, Etc. 
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SEVENTY-FIVE YEARS AGO~ 
From The Accountant or APRIL 19th, 1879 


Extract from a leading article 
THE INSTITUTE OF ACCOUNTANTS’ BILL (II) 


. The Bill as amended is one of forty-seven 
sections. The preamble sets forth the fact that the 
profession of public accountants in England is now 
a numerous one, and that its members perform 
functions “of great and increasing importance in 
respect of their employment as liquidators, in the 
winding-up of companies, and as trustees in matters 
of bankruptcy or arrangements with creditors, and 
in other positions of trust”. “It would therefore,” say 
the authors, “be of great public advantage if the 
profession were regulated by law, and provisions 
were made under which the fitness of the members 
thereof for employments involving responsibility and 
trust might be ascertained’’—-a conclusion which is 
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beyond exception. The preamble goes on to narrate 
the existence of various societies of accountants and 
the formation of the Institute in the year 1870,-and_ 
to state that “the members of the Institute are de- 
sirous of being incorporated, and of being empowered 
to unite with the members of other societies and 
associations in the formation of a body representative 
of the whole profession.’’ The short title (Section 1) 
is “The Accountants (England) Act, 1879”, and it is 
declared (Section 2) that the Act shall not apply to 
Scotland or Ireland, and that where in the conditions 
of admission practice and service are mentioned, 
such practice must be in England or Wales. By 
Section 3 it is declared that the Act shall take effect 
immediately after October 31st, 1879. Sections 4 to 
15 inclusive consist merely of formal provisions for 
the dissolution and incorporation of the Institute, 


NV 


and for the devolution of the property and “Tights 


generally of the old Institute. 


Compiled by J. ROSE, A.C.A. 


The solution will appear in next week’s issue. 
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1, 9. What Blondin did, with the sailor’s rope (7, 5). 
5. Income about the meeting place (7). 
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10. Many parsons are of a retiring disposition (9). 

ri. The vet. maybe ~ with a rough ride round the clipped 
sheep (9). 

12. The trail which may lead to 16 (5). 

13, Such birds make a din (9). 

. Penniless Scottish gentlemen (5). 

. Head in Wales (5). 

. Fight for a pile — all junk! (9). 

20, 22. Football pools’ swan-songs? (5, 9). 

. Food for the future? (9) 

. An act in Peru (5). 

. Sounds as if the baker wants. . 

, » the cache (7). 


. (7). 


DOWN 


1. As well to find the insects outside (7). 

2. Towa always to the fore? (5). 

3. These countrymen can be grand (9). 

4. Risks the end at the beginning — then annoys (9). 
5. Not so common — you'll find the 3 R’s (5). 

6. Deputies with bad habits (5). 

4, Crossword puzzle composers are not encouraged to (9). 
8, Makes certain, makes runs ~ see? (7). 

4. Caesar’s classic feature? (5, 4). 

15. His drafts cannot be cashed (9). 

. Paid least for stones (9). 

. Part of the bowler’s.stock-in-trade (7). 

. The way to find a fool in print? (7). 

, Lewis in Milan (5). 

. Performing dog in here (5). 

23. More pleasant in the-sun? I certainly agree (5). 


Several words tn the solution are terms familiar to accountants. 


MOTOR — FIRE——CONSEQUENTIAL LOSS 
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ITHIN a:remarkably short space of time after the 
Budget speech the Finance Bill has appeared. Although 
the Budget provided very little in the way of spectacular 
tax changes, it did foreshadow some fairly extensive and involved 
tidying up of certain aspects of tax law and ‘the resulting Bill 
contains a good deal of not easily digested matter. With its 
thirty-one clauses and six schedules, it covers forty-seven pages 
and promises to give rise to a good deal of perplexity‘and argument. 

One of the surprises in the Bill is clause 12, which in substance 
adopts the majority ‘recommendations of the Grant Committee 
on purchase tax, in relation to what is known as ‘uplift’. Purchase 
tax is in general based on the price paid by a retailer to a whole- 
saler. Where there has not been a sale of this type,. but goods find 
their way to retailers in -sorne other manner, it has been the 
practice to fix a notional price for the purpose of purchase tax. 
The practice was unsuccessfully challenged in Attorney-General 
v. A. W. Gamage Ltd ([1949] 2 All E.R. 732). The new clause 
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does not grant all that the taxpayer claimed in that case, but 


it goes some way towards it. In general, it can be said that the 
clause is a move in the direction of charging tax on actual prices 


‘rather than on notional amounts fixed by officials. Thus the 


object of the section is to ease administrative difficulties rather 
than to reduce the burden of the tax, but inevitably: there 
will be some lowering of tax in certain cases. The advantages of 
large-scale organization and streamlined distribution channels 
will be increased by some slight amelioration in purchase tax. 


beginning of 1955, in greater detail in a subsequent article. 

Clause 12 is one of seven clauses appearing in Part II of the Bill, 
all of them dealing with purchase tax. Clauses 6 to 11 deal with 
matters largely of an administrative nature. When the tax was first 
imposed, in 1940, the necessary legislation was carried through in 
some haste and, moreover, there was no experience of this novel 
form of revenue raising. 

Loopholes have appeared and difficulties have arisen, not to 
mention the uncertainty in various trades as to how the law 
applies to particular cases. In the present comparative lull on the 
taxation front the: opportunity has been taken to tighten up the 
tax structure. It has been the practice of the Commissioners in 
certain cases to accept payment of tax in instalments, although they 
had no express power to do so. Now power is to be given to them. 
Their de facto power of remitting the tax in cértain cases is also 
to be made statutory. Clause 7 lays down that manufacturers who 
produce goods for the purposes of letting them out on hire are to 
be treated as manufacturers for sale; while appropriations of goods 


We hope to discuss the clause, which is to come into force at the 
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to letting purposes are to be treated as sales. 

Part I of the Bill, which deals with traditional 
customs and excise, contains five comparatively 
brief clauses. Number 1 effects the reduction of 
entertainment duty promised in the Budget, the 
new rates being set out in the First Schedule to 
the Bill. Clause 2 effects the increase in the customs 
duties on chicory, already announced. 

Clause 3 extends for another five years Part I 
of the Safeguarding of Industries Act, 1921, while 
clause 4 gives the Commissioners power to grant 
relief from import duties on silk and artificial 
silk in certain cases. Finally, clause 5 confers a 
very welcome'relief from import duty on works of 
art. It extends Section 4 of the Finance Act, 1937, 
to all works of art. Under that section, certain 
works of art which were certificated as such are 
exempt from duty. The section applied to sculp- 
tures and etchings, but difficulties have arisen in 
deciding whether certain objects were ‘etchings’ 
or not. The new clause not only solves those 
difficulties but brings in all works of art. 

Part III of the Bill concerns itself with income 
tax and profits tax and contains twelve clauses 
and three schedules. As a welcome change from 
the pattern of recent years, it provides in the 
main for reliefs. The first clause is the inevitable 
one imposing income tax and surtax for the year, 
and reminding us that these constitute in theory a 
purely temporary tax imposed anew each year. 

Clause 14 is devoted to the new provision, 
announced in the Budget, for extending the field 
within which post-war credits can be repaid. It is 
understood that a leaflet explaining the new 
provisions will be available about July 5th next, 
and that forms of claim will thereafter be obtain- 
‘able at post offices..No claim may be made 
before July 5th, or paid before August oth. 

Clause 15 introduces the new investment 
allowances. It covers between three and four 
pages and is accompanied by a two-page schedule. 
Speculation as to the way in which private motor- 
cars excluded from allowance are to be defined is 
now set at rest. Clause 15 (4) contains a proviso 
` excluding 


“expenditure incurred on the provision of road 
vehicles unless they are of a type not commonly 
used as private vehicles and unsuitable to be so 
used or are provided wholly or mainly for hire to 
or for the carriage of members of the public in the 
ordinary course of trade’. 
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Machinery and plant do not qualify for allow- 
ance unless they are new, which is defined_as 
meaning ‘unused and not second-hand’. i 

The schedule contains detailed provisions for 
withdrawing investment allowance on the occur- 
rence of certain events in relation to the asset in 
question within three years after purchase. 

For profits tax purposes, the allowance is to be 
given for the chargeable accounting period in 
which the expenditure was incurred. It follows 
that in general the allowance will be granted a 
year earlier for profits tax. 

In the schedule the opportunity has been taken 
to correct the anomaly under which plant bought 
and sold in the same accounting period did not 
qualify for balancing allowance. Concessional 
relief has already been given in this respect. 

Clause 16 is aimed against company reconstruc- 
tions entered into for the purposes of taking” 
advantage of the cessation and commencement 
provisions. Many companies will no doubt be 
relieved to find that the clause is not retrospective; 
it applies only to changes occurring after April 
sth, 1954. Broadly speaking, if the trade is three- 
quarters owned by the same people before and 
after a change, the cessation provisions are not to 
apply, whether in the taxpayer’s or the Revenue’s 
favour. The clause covers two and a half pages 
and incorporates a two-page schedule. 

Clauses 17 to 21 implement minor recommenda-» 
tions of the first MILLARD Tucker Committee. . 
There is to be a right to carry back loss incurred ` 
in the final year of a business (clause 17); unallowed 
management expenses are to be available for 
carry-forward (clause 18); the present concession 
of allowing capital allowances to create or augment. 
a loss for Section 341 purposes is to be made 
statutory (clause 19); demolition costs in excess 
of scrap realizations are to qualify for allowances 
(clause 20); and, cemeteries and crematoria are to 
be allowed the cost of land used up (clause 21). 

Clause 23 provides for double tax relief for 
consular officials and clause 24 simplifies the 
machinery of Schedule A assessment. 

The surprise in Part IV, which deals with 
estate duty, is clause 29, requiring Married! 
Women’s Property Act policies to be aggregated; 
notwithstanding that the deceased never had an 
interest in them. The rigours of Section 55 of the 
Finance Act, 1940, will be much softened by 
clauses 25 to 27. 
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REMUNERATION OF PROFESSIONAL 
TRUSTEES 


EGAL, financial and other professional 

advisers are familiar with the special 

classes of cases in which they will be able 

to charge for their services if they are appointed 
trustees. 

- Thus, the trust instrument may expressly allow 
charges to be made, certain corporate trustees 
may be permitted by the Court to charge, or the 
sanction of the Court may, perhaps, be obtained 
for some particular transaction. But the existence 
of these special classes of cases does not detract 
from the continuing practical importance of the 
general principle. The general principle is that a 
trustee must give his services gratuitously. 

‘The principle applies not only to solicitor- 

trustees, but to all trustees, to accountant-trustees, 
- to architect-trustees, and surveyor-trustees; in fact 

to all professional trustees.’ 
Lord Justice Chitty said this in 1898 (In re White 
([1898] 2 Ch. 217, 219)). Today he might have 
added banker-trustees to his list. That this 
principle has not lost its vitality is shown by the 
decisions of the Courts in the last year or two. 

It is of importance to accountants who may be 
concerned with trustees’ accounts, whether as 
‘auditors or otherwise, to appreciate the present 
attitude of the Courts. An accountant may find 
himself faced not only with the question: Is this 
remuneration authorized? — but with the question: 
Is this the kind of case in which the Court would 
spectally authorize remuneration? 


Administrators 


A solicitor acting as administrator cannot charge 
for his professional services, but the Court has a 
jurisdiction to direct remuneration to be allowed 
to the administrator in a proper case. This 
jurisdiction or discretion was recognized but not 


exercised by the Court in In re Worthington’ 


([1954] 1 W.L.R. 526), which was a somewhat 
ard case. 

Te facts were that a testator died in 1947, 
a 

executrix under his will. T'he estate was insolvent, 

the liabilities being greatly in excess of the assets, 

and the widow, on the advice of her solicitors, 

did not take out a grant of probate. During 1948, 

the first applicant to the Court, a partner in the 

firm of solicitors who were conducting her 


ving appointed his wife sole beneficiary and - 


by W. H. D. WINDER, M.A., LL.M. 


affairs, negotiated with the principal creditors 


‘swith a view to a compromise of their claims in 


order to save something out of the estate for the 
widow. She appointed him to act as her attorney 
and he obtained a grant of administration with 
the will annexed. 

It proved impossible to reach a compromise 
and he decided that the estate ought to be 
administered in bankruptcy. He prepared the 
bankruptcy petition and carried out the prepara- 
tion and lodgment of accounts and receipts of 
the estate during administration under Rule 304 ` 
of the Bankruptcy Rules, 1952. The solicitors 
asked for an order for payment of their profit 
costs out of the estate in connection with those 
matters, notwithstanding that the administrator 
was a solicitor and a partner in the firm of 
solicitors acting for the widow. Mr Justice 
Upjohn declined to authorize payment of the 
profit costs, saying that 

‘although the Court has a jurisdiction to allow 

remuneration to trustees, that jurisdiction should 

only be exercised sparingly, and in exceptional 
cases’, 

It was urged on behalf of the firm that the whole 


object of the solicitor becoming administrator 


was to keep down the costs to a minimum; that 
the work which he did in preparing the petition 
and the necessary accounts was work which had 
to be done by somebody, and that the estate, 
therefore, had suffered no loss; that, on the 
contrary, it had benefited because the solicitor 
was acquainted with the whole matter and could 
accordingly prepare the petition and accounts 
more quickly and less expensively than anyone 
„else. Although he conceded that there was much 
force in these contentions, Mr Justice Upjohn’s 
conclusion was as follows: 

“The rule seems to me to be a strict one, and if in 
this case I granted the application it would be open 
to solicitors to say in almost every case that they 
had acted honestly and properly, and that there 
had been no loss to the estate, so that they were 
entitled to their costs; and the salutary rule that a 
solicitor-trustee cannot charge for his services 
would be virtually destroyed.’ | 

His lordship had sympathy for the solicitor, but 
could find nothing in the case which could be 
-described as exceptional. 
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Taxation of Remuneration 


When in Dale v. CIR (32 A.T.C. 294; [1954] 
11), the House of Lords was called 


upon to decide a question on the taxation of a 


trustee’s authorized remuneration, it was made 
clear that the decision did not impinge upon the 


rule against remuneration of trustees. A testator, - 


by his will, established a charitable trust and 
directed that the trustees of the trust should each 
receive {1,000 a year free of tax so long as they 
performed the duties of trustees. ‘The trusteeship 
involved onerous and regular duties. It was held 
that the remuneration in question was ‘earned 
income’ and not ‘investment income’ and 
accordingly was not subject to special contribution 
by virtue of Section 49 (1) of the Finance Act, 
1948. In the circumstances the trusteeship was an 
office of profit. 

It is true that if remuneration is attached to the 
trusteeship that remuneration is, as between the 
trustee and the estate, bounty, liable to legacy 
duty while that duty was leviable and postponed 
to the claims of creditors if the estate is insolvent, 
but there is nothing in these rules which prevents 
a trusteeship being properly described as an 
office of profit if a testator creates the office and 
attaches remuneration to it. 

A decision that the source of a payment is the 
bounty of the testator (e.g., In re Thorley ([1891] 
2 Ch. 613) and In re White, cited above) is of 
little relevance to the question which arises 
between the trustee and the Inland Revenue as 
to its character as a receipt in the hands of 
the trustee. 

At the conclusion of his speech, Lord Cohen 
said that he did not think that the decision of the 
House would: 

‘detract from the fundamental principle of equity 

law that a trustee cannot receive anything for his 

services except so far as he may be authorized so to 
do by the instrument creating the trust or by the 

Court.’ 


Exceptional Cases: Director-trustees 

Re Freeman’s Settlement Trust (37 Ch.D. 148) is 
a good example of the type of case in which the 
Court will exercise its discretion in a crustee’s 
favour. Two of three trustees of an estate were 
in Canada, and the third was the agent of the 
estate. He declined to accept appointment unless 
he was paid and the Court allowed him 5 per 
cent on the rents he collected. 

A more recent example is In re Macadam 
({x946] Ch. 73) where trustees, by virtue of the 
trust holding of shares in a company, became 
directors and received directors’ fees. It was held 
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that in the particular circumstances it would be 
proper to allow them to keep at any rate part of 
those fees as and by way of remuneration for 
doing that exceptional work, that is acting as. 
directors of the company. In referring to this 
decision in In re Worthington, Mr Justice Upjohn 
was careful to add: | 


‘I must not be taken as laying down any rule that 
where trustees act as directors or refuse to under- 
take work in the future without remuneration, the 
Court ought to treat them as exceptional cases. I 
merely refer to those cases as examples of what may 
in some circumstances be considered exceptional 
cases and where the Court on a review of all the 
relevant facts may come to the conclusion that 
remuneration should be allowed’. Wa 


The Court would apparently have been 
prepared to exercise its discretion in favour of a 
bank-trustee in Jn the Estate of Campbell ({1954] 
1 W.L.R. 516) if it had been necessary to appear 
to the discretionary jurisdiction. A will appointed 
certain solicitors as executors and trustees, with 
a provision that they should be paid their ordinary 
professions! charges. A codicil substituted for the 
solicitors a bank but neither will nor codicil 
contained power for a trust corporation to 
charge remuneration in accordance with its scale 
fees. It was held to be plain that ‘the testator 
would not have wished the bank to act as executor 
and trustee for love. The testator clearly intended 
(for he said so in the wil!) that his solicitor 
executors .and trustees should be entitled t 
charge their ordinary professionel charges for their 
work in that capacity. 


“Therefore, said Mr Justice Wallington, ‘when in 
the codicil, he expressed a wish to change the 
executors named in his will “from Messrs Parson 
Lee & Co to the Westminster Bank’’, it follows 
that he changed from one professional executor, to 
be paid, to another who would act in the same 
capacity and with the same right to be paid.’ 


«Priority of Creditors 


If a trustee is permitted to charge by the trust 
instrument, his remuneration is regarded as 
bounty so far as the creditors of the estate are 
concerned. The rule is that he cannot claim the 
bounty until the creditors are satisfied. The law 
reports provide some forcible illustrations of th 
working of this rule. In In re Salmen (107 L. 
108) the testator had appointed three persons as 
executors and trustees of his will, and gave to 
them his business and the premises where it was 
carried on, upon trust to carry on the same for 
such period as they might think fit. He also gave 
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the trustees power to employ one or more of 


themselves at a salary to manage the business. 
"One of the trustees having been appointed by 
the others to manage the business at a salary 
which was duly paid to him, they claimed to be 
entitled, in an action brought for the administra- 
tion of the estate, to be allowed that remuneration. 
It was anticipated that the estate would prove to 
be insolvent. The decision of the Court was that 
the allowance claimed could not be made to the 
executors and trustees as against creditors of the 
estate. 


Corporate Trustees 


In the case of corporate trustees the provisions of 
Section 42 of the Trustee Act, 1925, are well 
known: 


“Where the Court appoints a corporation, other 

than the Public Trustee, to be a trustee either 

+ solely or jointly with another person, the Court 

may authorize the corporation to charge such 

remuneration for its services as trustee as the 
Court may think fit.’ 


It is clear from the definitions in Sections 68 (17) 
and 69 (1) of the Act that ‘trustee’ for these 
purposes includes executors and administrators. 
_ A bank administrator was authorized to charge 
in the following circumstances in In ze Masters 
({1953] 1 W.L.R. 81). On the death of an intestate, 
a widow and three infant children survived the 
deceased and a grant of administration was made 
to two administrators, the widow and a bank 
‘Shick was a trust corporation. No order for the 
remuneration of the bank was made at the time 
of the grant. The estate was substantial, being 
sworn at £95,000 gross and {£80,000 net. After 
meeting death duties and costs of administration, 
there remained {£45,500 as the capital value of 
the estate. The question was raised whether, 
under the provisions of Section 42 of the Trustee 
Act, 1925, or under the inherent jurisdiction of 
the Court, there was jurisdiction at that stage to 
authorize the bank to charge proper remuneration 
for acting as administrators and trustees. 
. Mr Justice Danckwerts, although a doubt had 
been raised, held that it was quite plain that 
Section 42 did apply and. he was prepared to 
authorize remuneration as it was reasonable in the 
\circumstances to employ the services of a trust 
corporation as there was a good deal of work to be 


done in the administration of the estate. He also 


held that, apart from the statutory jurisdiction, 
there was inherent jurisdiction in the Court to 
authorize remuneration of a trustee, whether 
appointed by the Court or not. 
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Special Rule for Solicitors 
Although the general rule against allowing 
remuneration to professional trustees applies to 
solicitors, there is one exception in their favour 
known as the rule in Cradock o Piper ((1850), 
1 Mac & G. 664). This exception, which has 
often been criticized and described as anomalous, 


.is narrow in scope. The actual decision in that 
ı case may be stated as follows. Where a solicitor- 


trustee, being one of a body of trustees, acts as 
\solicitor to the trust in legal proceedings, he is 
entitled to his-usual charges if the fact of his 
‘appearing for himself and his co-trustees jointly 
has not increased the costs which would have 
been incurred if he had appeared for those co- 
trustees only. For the purposes of that employ- 
ment he must, as it were, have discarded his 
trusteeship. If, while a sole trustee, he employs 
himself as solicitor to the trust, that employment 
must be wholly gratuitous. The exception can 
only apply if there are two or more trustees. 
Further, the exception established by- Cradock v. 
Piper. has been held to apply to costs incurred in 
legal proceedings only, and not to those incurred 
in respect of the administration of a trust un- 
connected with such proceedings. But ‘legal 
proceedings’ need not necessarily be litigation; 
they might be friendly proceedings in chambers. 
The rule in Cradock v. Piper does not apply to 
a liquidator who is a solicitor and who conducts 
legal proceedings on behalf of himself and his 
co-liquidators. This was decided in In re’ R. 
Gerizenstein Ltd ([1937] Ch. 115), where it was 
said.that the terms of the Companies (Winding- 
Up) Rules excluded the operation of the rule. 
The general principle against allowing: re- 
muneration to a solicitor-trustee has, apart from 
the rule in Cradock v. Piper, been strictly applied. 
Thus, it has been held that a solicitor-trustee’s 
firm is not entitled to charge for professional. 
services rendered to the trust by a partner.in the 
firm, notwithstanding that the partner is not one 
of the trustees. In such a case it is as if the work 
had been done by the solicitor-trustee himself 
acting for himself alone, for a remuneration paid 
to a firm of which he is a member will also benefit 
him personally. But it has also been held not to 
make any difference if his membership of the 
firm is on the basis of a fixed salary. On the other 
hand, where a solicitor-trustee employs his 
partner under an express agreement that the 
partner should be individually entitled to charges, 
these may be allowed, on the ground that where 
such an agreement is carried out there is no 
infringement of the rule that a trustee may nat 
make. his office a source of remuneration. ... 
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WEAR AND TEAR ALLOWANCES 


RESTRICTIONS IN RELATION TO CERTAIN SALES 
by SPENCER G. MAURICE | 


The right to have wear and tear allowances based on the cost of the property in 

question may be lost if that property was bought at a price other than that which it 

would have fetched if sold in the open market and if the price which it would have 

fetched if so sold is greater than the price which the seller paid for it, but not other- 

wise. The author discusses the issues arising when the seller has control over the 
buyer or vice versa, or both are under common control. 


N Commissioners of Inland Revenue v. Wilsons 
(Dunblane) Lid ([1954] 1 All E.R. 301), an 
appeal by the Crown from an interlocutor of 
the First Division of the Court of Session sitting 
as the Court of Exchequer, the House of Lords 
considered the effect of Section 59 of the Income 
Tax Act, 1945, in so far as it concerns wear and 
tear allowances. The origin of the section is 
conveniently summed up by Lord Reid in his 
judgment (at pages 302 and 303): 
“The Income Tax Act, 1945, contained a new 
and elaborate scheme for determining allowances: 
obviously this was designed at least in part to 


meet the situation at the end of the war when: 


prices had risen steeply and new equipment was 
scarce. The Act covered other types of equipment 
besides machinery and plant [with allowances on 
which their lordships were in the instant case 
concerned], and various initial allowances, annual 
allowances, balancing allowances, and balancing 
charges were introduced: one. difference between 
machinery and plant and other equipment is that 


allowances for other equipment are, in general,: 


based on cost of constriction, whereas allowances 
for machinery and plant are based on its cost to the 
trader seeking the allowances. In the case of a 
trader buying second-hand machinery or plant, 
the cost to him might far exceed the original cost 
of construction. In that case, he would get allow- 
ances much greater than those available to the 
trader who sold the plant or machinery to him. 
It was plain that this might possibly lead to 
arrangements between traders whereby machinery 
and plant changed hands in order to get increased 
allowances at the expense of the Revenue, and 
Section sg of the Act prevents this result in 
certain cases.’ 


The Statutory Provisions 


Section 59 has been copied without alteration into 
the Income Tax Act, 1952, as Section 327 and 
Schedule XIV, and it is therefore proposed 
to consider the problem which was before 
the House of Lords in terms of the new Act. 


Section 327 is itself reproduced in paragraph 1 
of Schedule XIV, so it is enough to-~quote, 
those parts of the schedule which are particularly 
relevant to their lordships’ consideration of 
the case. For convenience of reference those 
passages which their lordships had to construe 
are printed in italics. ` Gef 

‘(1} This schedule has effect in relation to . 
sales of any property where either — 

(a) the buyer is a body of persons over whom the 
seller has control, or the seller is a body of 
persons over whom the buyer has control, or 
both the seller and the buyer are bodies of 
persons and some other person has control 
over both of them; or 

(b) it appears with respect to the sale, or with 
respect to transactions of which the sale is one, 
that the sole or main benefit which, apart from 
the provisions of this schedule, might have been 
expected to accrue to the parties or any of them™ 
was the obtaining of an allowance or deduction 
under Part X or Part XI of this Act. 

References in this paragraph to a body of persons 

include references to a partnership. 

‘(2) Where the property is sold at a price other than 
that which it would have fetched if sold in the open 
market, then, subject to the following provisions 
of this schedule, the like consequences shall ensue 
for the purposes of the said Parts X and XI, in 
their application to the income tax of all persons 
concerned, as would have ensued if the property 
had been sold for the price which it would have 
fetched if sold in the open market. 

‘(3) (1) Subject to the provisions of this para- 
graph, where the sale is a sale of machinery or 
plant ~ 
(a) no initial allowances shall be made to the, 

buyer; and 

(b) subject to the provisions of paragraph 4 of this 
schedule [which need not be considered here], 
if the price which the property would have fetched 
if sold in the open market is greater than the 
limit of recharge on the seller, paragraph 2 of 
this schedule shall have effect as if for the 
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reference to the price which the property would 
have fetched if sold in the open market there 
were Reeg a reference to the said limit. of 
recharge:...’ 


‘Limit of SE means the price which the 
seller paid for what he sells. 


The Facts of the Case 


The facts of Commissioners of Inland Revenue v. 
Wilsons (Dunblane) Lid were as follows. In 1944 
the sole proprietor of a wool-spinning business 
took his two sons into partnership and brought 
into the partnership the whole assets of the 
business at the figures which then appeared in 
-ris-accounts, the machinery and plant then 
standing in his balance sheet at a written-down 
value of £8,000. A year later the partners formed 
a company to take over the business, all the 
shares being allotted to them, and the company 
Bought the machinery and plant for £17,554. 
Since the partners controlled the company the 
case was admittedly brought within paragraph 
1 (a) of Schedule XIV, and this had the effect 
of bringing the rest of the schedule into operation. 
It was found by the Special Commissioners that 
£17,554 was the amount which the machinery 
and plant would have fetched if sold in the open 
market at the date when they were sold in 1945. 
The question accordingly was whether allowances 
in respect of wear and tear — ‘annual allowances’, 
as they are now called: see Section 280 of the 
‘Income Tax Act, 1952-from 1946 onwards 
should be calculated with reference to the sum of 
£8,000 or the sum of £17,554. In this connection 
it may be observed that, in view of the decision of 
Harman, J., in Prior v. George Martin (Fulham) 
Ltd ([1952].31 ATC 498), that Section 59 of 
the Finance Act, 1945, is none the less applicable 
because the transaction in question takes place 
before April 6th, 1946, the ‘appointed day’ for the 
coming into operation of that Act, the date of the 
sale to the company was immaterial. 
The Special Commissioners held that the result 


of the statutory provisions was that the sum of 


£8,000 must be taken as the basis of computation: 

the Court of Session, on the other hand, held that 
since the machinery and plant were not sold to 
the company at a price ‘other than that which 
they]. ‘would have fetched if sold in the open 
market’, the provisions in question had no 
application, and the sum of £17,554 should be 
taken as the correct basis. The correct answer to 
the question turns upon the proper construction 
of paragraph 2 and paragraph 3 (1) (b) of 
Schedule XIV. 
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Construction of the Relevant Provisions 


The Crown’s case rested ‘upon two different 
arguments, apparently mutually exclusive of one 
another. First, it was argued that the effect of 


"he second italicized passage in paragraph 3 (1) (b) 


was that a reference to the limit of recharge should 
be substituted for the reference to the price which 
the property would have fetched if sold in the- 


‘open market in both the passages italicized in 
‘paragraph 2. The opening words of paragraph 2 


would then have been, ‘Where the property is 
sold at a price other than the limit of recharge. ...’ 
But, as Lord Keith of Avonholm pointed out, 
the opening words of paragraph 2 are not a 
reference to the price which the property would 
have fetched if sold in the open market but the 
very opposite, a reference to a price which the 
property would not have fetched in the open 
market. 

The other noble and learned Lords expressed 
similar views, making the point that the 
words ‘limit of recharge’ can with greater 
felicity be substituted in the second italicized 
passage in paragraph 2 than in the first and 
drawing attention to the fact that, in referring 
back to paragraph 2, the draftsman in paragraph 
3 uses the words ‘the reference’ -not ‘any 
reference’ or ‘references’ — as if intending that 
substitution should be made at only one place 
in paragraph 2. 

Secondly, the Crown sought to read into 


‘paragraph 3 (1) (6) words taken from paragraph 2. 


It was argued that where, as in the instant case, 
there was. fulfilled the condition on which 
paragraph 3 (1) (b) depends — the first italicized 
passage in that paragraph — the condition prece- 
dent with which paragraph 2 opens is displaced 
and should be ignored, so that paragraph 2 and 
paragraph 3 (1) (b) (so far as here relevant) should 
be read together as follows: 


‘(3) (x)... Where the sale is a sale of miachmery 
or plant . . 
(b)... if the price which the property would have . 


fetched if sold in the open market is greater 
than the limit of recharge on the seller the like 
consequences shall ensue for the purposes of 
Parts X and XI in their application to the 
income tax of all persons concerned, as would 
have ensued if the property had been sold for 
the limit of recharge.’ 
This argument found no greater favour with the 
Crown than the first one. As Lord Keith of 
Avonholm pointed out (at page 313), ‘. . . it 
takes certain liberties in the matter of rewriting 
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the terms of the statutory provisions’. His 
Lordship thought that 
“To say... that, if the machinery or plant is, in 
fact, sold at the open market price and this is 
greater than the limit of recharge, the limit of 
recharge is to be substituted for the open market 
price [was] pure speculation as to the intention of 
the legislature. The statute nowhere says so.’ 
(Ibid.). 


Buyer and Seller at Arm’s Length 


Nor were their Lordships impressed by a more 
general argument on the part of the Crown to the 
effect that the interpretation placed by the 
respondents upon the statutory provisions led to 
results which were quite unreasonable and 
contrary to the general policy of the statute. Lord 
Reid, dealing with this contention, did not find 
the respondents’ interpretation ‘absurd or wholly 
inexplicable’ (at page 305). His Lordship pointed 
out that . 

‘When buyer and seller are at arm’s length, the 
purchase price which they agree to stands as the 
basis for allowances, and that purchase price will 
normally be the market price. When buver and 
seller are not at arm’s length, the sale is suspect, 
and [the statute] rejects the agreed purchase price, 
perhaps because it is likely to be something different 
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from the market price. If that is so, it would not be 
altogether unreasonable to say that, althoysb Oe | 
sale is of the suspect class, yet, if it is,4ai*tact made 
at the market price, it shall be treate\d as a genuine 


sale.’ (Ibid.). ` | 


The statutory provisions in quegtion are, in 
the words of Lord Keith of Avonholm (at page 
314), ‘surrounded with much doubt and con- 
fusion’, and neither his Lordship nor the other 
noble and learned Lords found anything in them 


‘which clearly and unambiguously operates to 
deprive the taxpayer, in the circumstances of this 
case, of the right to have his wear and itear allow- 
ances based, as would normally be done, on the cost 


to him of the machinery and plant’. ~ 
E 


It 1s a basic principle of fiscal law that in the event 
of doubt a taxing statute is to be interpreted 
against the Crown rather than against the subject, 
and Lord Keith of Avonholm made an importan 

point when he said (zbid): 


‘I draw no distinction between a statutory pro- 
vision invoked as a taxing provision and a statutory 
provision said to deprive, or restrict, the taxpayer 
inthe matter of some established taxation allowance 
or relief. In each case, the impact of the statute on 
the taxpayer must be clear on a fair reading of 
the statute.’ 


TRANSFER OF ASSETS ABROAD 


‘ASSOCIATED OPERATIONS’ 


by T. J. SOPHIAN 


which arise in connection with the pro- 

~& visions of Section 412 of the Income Tax 

Act, 1952 (replacing Section 18 of the Finance 
Act, 1936). 

This section is aimed at tax avoidance by 
means of transfers of assets by virtue or in 
consequence of which, whether alone or in con- 
junction with ‘associated operations’, income 
becomes payable to persons resident or domiciled 
abroad, in such circumstances. that a person 
ordinarily resident in the United Kingdom 
acquires rights, by virtue of which he has the 
power to enjoy any income of such non-resident 
or non-domiciled person. 

‘The question that it is proposed to examine 
in this article is: what is an “associated operation’? 
Before doing so, however, it might be as well to 
point out that the ‘associated operation’ may be 


Tas are a number of difficult points 


effected by any person. It is not necessary, in 
order that the section should operate, that it 
should be effected by the transferor of the 
assets, or the person to whom the assets are trans- 
ferred, or the recipient of the income derived from 
the transferred assets, or by the person who is 
to be made liable under the section. - 


Definition of ‘Associated Operation’ 


Subsection (4) of Section 412 defines ‘associated 
operation’ in the widest terms, as an operation 
of any kind effected by any person in relation T 


Toi any of the assets transferred, or (b) an 
assets representing, whether directly or indirectly, 
any of the assets transferred, or (e) the income 
arising from any such assets, or (d) any assets 
representing, whether directly or indirectly, the 
accumulations of income arising from any such 
assets,’ 
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Subsequent Transfer an Associated 

Operation 
In Maédonald v. CLLR. (19 A.T.C. 161; 23 T.C. 
449) an individual who was ordinarily resident 
in the United Kingdom, had, in 1932, transferred 
American securities to an American company 
in consideration for the issue to-her of all its 
shares. In 1935, she transferred the shares in the 
American company to an American trust company. 
In 1936 the first-mentioned company declared 
a dividend which was paid to the second- 
mentioned company, which, at the direction of 
the resident person, applied the same towards 
making various payments to persons in America. 
The Court held that the 1935 transfer of the 
first company’s shares to the second company 
was an ‘associated operation’, in relation to the 
original transfer in 1932 of shares to the first 
company. 

This case, therefore, indicates that where the 
Original transfer 1s succeeded by one or more 
subsequent transfers, each subsequent transfer 
would be an ‘associated operation’ with regard 
to the original and also with regard to any 
intervening transfer; for the operation would be 
effected in relation to (a) the assets transferred, 
and, where there was any intervening transfer, 
in relation to (b) assets representing the assets 
originally transferred. 


Partnership Profits 


In Latilla v. C.I.R (22 A.T.C. 23; 25 T.C. 107) 
thë wife and daughters of the appellant and one J., 
were all resident in the United Kingdom. They 
owned shares in a partnership which carried on 
the business of mining in_ Rhodesia. These 
shares were two one-third shares in the partner- 
ship, of which one was owned by J. and the other 
by the wife and daughters. The remaining one- 
third share was owned by M. who lived in 
Rhodesia.. 

J. and the mother and daughters transferred 
the two shares to a company resident in Rhodesia 
in consideration of shares and non-interest- 


bearing debentures in the transferee company’ 


This company declared no dividends and applied 
its profits in redeeming the debentures. The 
appellant’s wife, as the result of the arrange- 
ment.was able to obtain for herself a share in the 
profits which the non-resident company derived 
from the partnership business, whose income 
she had ‘power to enjoy’ by reason of her receiving 
sums in redemption of her debentures. The 
question for determination was whether the 
right, by-virtue of -which the wife had this 
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power to enjoy the non-resident company’s 
income, had been acquired by a ‘transfer’ of the 
kind to. which Section 18 of the Finance Act, 
1936, applied. ` 

It was contended for the appellant that tradé 
profits made by a partnership could not be 
regarded as income of which a share became 
payable to a partner, for a partner was not a 
creditor of the partnership, and on this basis the 
share of the partnership profits to which the 
non-resident company became entitled was not to 
be regarded as income which became payable 
to the non-resident company. The House of 
Lords, however, concurred with the judgments 
given in the lower Courts rejecting this contention, 
and it was pointed out, incidentally, that as the 
House itself had held in Rex v. City of London 
Income Tax Commissioners, ex parte Gibbs (22 
A.T.C. 1; 24 T.C. 221), the technical view of 
the nature of partnership in English law could 
not always be applied in income tax law. 


Activities of Partnership an ‘Associated 
Operation’ 

But the further argument was taken that it was 
not the transfer of the assets which_had produced 
the income but the activities of the partners.. 
The reply to this argument in the view of the 
House was that ‘those activities were to be 
regarded as ‘associated operations’ in relation 
to the assets transferred. The statutory definition 
contained words of the widest import, which 
clearly covered the operation of turning the trans- 
ferred assets to account. 


Exchange of Interests 


In: Beatty’s Executors v. C.I.R. (19 A.T.C. 419; 
23 T.C. 574) two brothers owned debentures 
in two non-resident -companies, by virtue of 
which each brother had the power to enjoy 
the income of the company whose debentures. he 
held. The brothers executed deeds of gift inter se 
under which each transferred his debentures to 
the other. It was held that these deeds were 
‘associated operations’ in relation to the original 
transfers to the respective companies in con- 
sideration of the debentures in question, and 
that there had been in effect an exchange of 
liability, each brother becoming liable in respect 
of the income which the other had the power 
to énjoy. 


Finding of Fact 


In Corbett’s Executrices v. CIR. (22 A.T.C. 160; 
25 T.C. 305) by a deed of family arrangement, 
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investments including sinking fund policies in 
connection with certain leases forming part of 
the residuary estate of a testator were transferred, 
in July 1933, to an English company in con- 
sideration of, inter alia, the issue to the 
beneficiaries concerned of all the shares of the 
company in six parcels. Later, in March 1935, 
the beneficiaries created a Canadian company to 
which the English company transferred, inter 
alia, the sinking fund policies, the consideration 
for the transfer being the issue to the English 
company of all the Canadian company’s shares. 
C. was assessed under Section 18 of the Finance 
Act, 1936, in respect of the income derived from 
his holdings in the Canadian company. It was 
contended by his executors that Section 18 
did not apply because, inter alia, the transfer 
_ by the English company to the Canadian com- 
pany was not an ‘associated operation’ in relation 
to the transfer under the deed of family arrange- 
ment to the English company. 


Interval of Time between Operations 


The Commissioners, however, found that it was 
an “associated operation’, and the Court of Appeal 
held that the finding was one of fact which could 
not be disturbed as there was evidence to support 
it. The Court pointed out that the most plausible 
argument advanced in support of the taxpayer’s 
contention was the interval of time (about two 
years) between the original transfer to. the 
English company and the subsequent transfer 
by that company to the Canadian company. 
But the factor of lapse of time involved not a 
question of law, but a question of fact, as did 
the whole question as to whether the later 
transfer to the Canadian company was an 
‘associated operation’ in relation to the original 
transfer. : 


In Congreve v. C.I.R. (27 A.T.C. 102; 30 T.C. 
163) G. had transferred a certain number of 
shares he held in an English company to an 
American company in consideration of a certain 
number of shares in the latter company. Later, 
he transferred as gifts to the appellant, who was 
resident in the United Kingdom, the remainder 
of his shares in the English company and the 
shares of the American company which were in 
fact the whole of its issued capital. 


Subsequently a Canadian company was formed 
which purchased from the American company 
60,000 of the shares in the English company 
which had been transferred to the latter by G., 
the consideration being 995 of its 1,000 shares 
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of no par value and {212,000 debentures. In 
April 1932, the American company went into 
liquidation and distributed its assets iv béie 
so that the appellant thereupon became possessed | 
of the 995 shares and {212,000 debentures in the 
Canadian company. Later in 1932 the appellant 
sold to the Canadian company her holding in 
the English company in exchange for a further 
£18,000 debentures in the Canadian company, 
and in March 1936, the Canadian company 
purchased from G. 28,000 shares in the English 
company. 

The effect of these transactions was that the 
Canadian company became the owner of 93,000 
of the 100,000 shares of the English company, 
while the appellant became the beneficial owner™ 
of practically the whole of the issued capital 
of the Canadian company. 

Subsequently, on July 16th, 1936, Section 18 
of the Finance Act came into operation. In, 
November 1936, the Canadian company went 
into liquidation which was completed in October 
1937, Whereupon the appellant received on 
distribution of the assets of that company, a 
number of shares in the English company. 
Some of these shares, together with certain other 
assets, the appellant subsequently sold to M. & 
Co, an English company and later acquired the 
whole of the preference shares of M. & Co, for 
which she paid a premium of £4 per share. 
Later she became the beneficial owner of all 
the issued capital of M. company. Subsequently 
M. company’s residence was changed and was 
transferred abroad where it received income 
which the appellant had power to enjoy. 


A Dn 


Subsequent Removal Abroad of Company 
an ‘Associated Operation’ 


The Court of Appeal held that the transfer of 
assets aimed at by Section 18 need not be to a 
person resident or domiciled out of the United 
Kingdom, and if ‘such person. subsequently 
became resident out of the United Kingdom 
and received income from the transferréd assets, 
there would be a ‘transfer of assets’ for the 
purpose of the section. 

But in any event, the Court held that the 
subsequent removal abroad of a company to 
whom assets were transferred while it wasf 
resident in the United Kingdom, would con- 
stitute an ‘associated operation’ for the purpose 
of the section. 

The appellant accordingly was held to be 
taxable in respect of, inter alia, the income of 
M. company which she had ‘power to enjoy’. 
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Little time ta snare? 


ARE YOU GAGGED BY 


THE ‘OLD SCHOOLTIE’? 
SS K When the Power to SPEAK 


Can Free You! 


Some time ago there was a con- 
troversy which suggested that chere 
are two types with an ‘Old School 
Tie’ complex- those entitied to 
wear ‘The Tle’ who believe it can 


business, social life, factory work or che Services - lies indisputably 
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WHAT THIS BOOK 
WILL SHOW YOU 


How to address meetings. 

How to speak before your 
lodge or club. 

How to train your memory. 

How to make the right im- 
pression. 

How to propose and respond 
to toasts, 

How to make an announce- 
ment. 

How to write better letters. 

How to enlarge your vocabu- 


ary. 

How to develop seif-confi- 
dence. : 

How to acquire a winning 
personality. 


with your ability to SPEAK: not just to say words, but the power to put 
your thoughts into that forceful or persuasive speech which a 

you to advance along the lines you desire. You may be able to wear the 
‘Old Schoo! Tie’ and yet find this one of the subjects your high education 
didn't touch; you may not have had the advantage of a University education, 
and still win your way through to the really Big Things of Life! 


one can help 


LEARN ABOUT THE NEW EASY METHOD 
A unique book entitled How To 
Work Wonders With Words, explains 
how to acquire quickly the ability to 
speak effectively, develop paise, person- 
ality; how to 

banish timid- meen 

ity, self-con- fier 

sclausness 
and fack 
of confi- 
dence, 
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Send 24 Stamp NOW for this 
amazing book, 


THE SPEAKERS’ SERVICE (Dept A/ESST) 
MARPLE ° CHESHIRE 


help them on in life, and those not ` 
entitled to wear it, who belleve that this must 
keep them back. BOTH ARE WRONG! : 
The road ta success ~in whatever sphere you choose, whether 
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8-DAY 
CRUISE 


IN THE 30,000 ton 
LINER “ARCADIA” 


To LISBON and CASABLANCA 
from Southampton, July 3. 
Fares from £4! First Class. 


14-16 COCKSPUR ST., SW 
Tel: WHitehall 4444 
OR YOUR LOCAL AGENT 
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Endowment Assurance and Retirement Provision 


The traditional approach to the personal 


pension problem has as much merit as ever 


for many categories of self-employed persons. 


May we demonstrate this to you? 


SCOTTISH AMICABLE LIFE ASSURANCE. SOCIETY | 


HEAD OFFICE: 
85 ST VINCENT PLACE 
GLASGOW, Cl. 


LONDON OFFICE: 


17 TOKENHOUSE YARD 


LONDON, EC2. 


@ ‘On the spot’ service is provided by 88 Branch and Local Offices, whose 


locations may be obtained from either of the above addresses. 
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_ The. Millard Tucker Report opens up new horizons for Controlling 
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Directors, Self-Employed persons, Partners and others not at present 






in pensionable employment. 
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Professional and Trade Associations and other representative 





bodies, concerning our unique corporate trusteeship and administrative 
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mendations. 


38 LOWNDES STREET - LONDON - SW: TELEPHONE SLOANE 3465 (10 LINES) 

3 NEWTON PLACE, GLASGOW, C.3 * 25 CROSS STREET, MANCHESTER, 2 * 9 TITHEBARN STREET, LIVERPOOL, 2 
12 EASY ROW, BIRMINGHAM, 1 + 7 SOUTH PARADE, LEEDS, 1 * 21 COLLINGWOOD STREET, NEWCASTLE, 1 
58 HOWARD STREET, BELFAST * 39 KILDARE STREET, DUBLIN ` And at JOHANNESBURG, SALISBURY and BULAWAYO 


‘Associated Companies in New York, Chicago, Los Angeles and Montreal 
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NORTH AMERICAN COMMENTARY -LI 


by KENNETH F. BYRD, M.A., 


B.Sc.(Econ.), A.C.A., C.A.(S.A.) 


Professor of Accounting, McGill University, Montreal . 


Journal of Accountancy, 
New York, January 
Certified Public Accountants 


HE editorial reports that, after multiplying , 
tenfold in thirty years, more than doubling .- 


in the past ten years and increasing 50 | 


per cent in the past five years, certified public 
accountants in the United States now number 
nearly 50,000: While it sees a vast amount of 
work- still to be done before the C.P.A. is uni- 
versally accepted as the equal of his colleagues in 
the older professions, the editorial says that in 
the fifty-eight years since the first C.P.A. law was 
passed, he has come much closer to such accept- 
“ance than the founders would have dared to hope. 
The increasing shortage of qualified personnel 
for the accounting profession and a disproportion- 
ately greater decline. in enrolment in college 
accounting courses present a problem on which 
the American Institute is reported to have been 
actively working. The most ambitious project 
is a motion picture entitled ‘Accounting: the 
language of business’, to be shown in high schools 
and colleges. 


Test-checks Aided by Statistics 


_The case for statistical interpretation of test- 


Checks is developed by Professor Howard F. 
‘Stettler, c.p.a., of the University of Kansas. 


He indicates the availability of a complete table ` 
for reference by any auditor, as a tool which will ` 


enable him to determine to what extent his 
decisions, based on the standards he has set, 
will be correct. He emphasizes that use of the 
table in no way dispenses with the necessity for 
judgment by the auditor, for he must still 
decide what maximum percentage of error he 
will accept and also what risk he is prepared to 
run in accepting the sample as evidence for the 
whole. Thus, once he has determined as a mini- 
mum how many times in a hundred his decisions 


based on the samples must be correct, the table. 


will enable him to avoid- ‘guesswork’ in deciding 
whether to accept or reject the data or to con- 


tinue sampling. Since risk cannot be avoided in. 
‘testzchecking, Professor Stettler says the pro-. 


fession should move in the direction of bringing 
the risk out into the open and measuring it. 


1See The Accountant, dated February 13th, 1954, page E 


and April 17th, 1954, page 438. 


Practising as a C.P.A. 


The replies to a questionnaire recently prepared 
by the American Institute of Accountants 
indicate, as reported by Mr Robert E. Witschey, 
GPA, interesting facts about accountants’ prac- 
tices. "Thus, in a community with a population 
of approximately 20,000, a young accountant 
with a wife and one child could expect, it is said, 
to establish his practice successfully within a 
capital range of from $7,300 to $10,525. The 
time required for the practice to become self- 


supporting is between six months and two years, 


the consensus of opinion being about eighteen 
months. 

As to goodwill it is said that until very lately 
the United States Courts have been unwilling 
to recognize any substantial goodwill value in an 
accounting practice but that such practices, with 
goodwill as the main feature, have been sold with 
increasing frequency in recent years. In general, 
sales are said to have been at about one year’s 
receipts payable over a period of years. _ 


The Accounting Review, 

Menasha, Wisconsin, January i 
The Standards Rating Committee of the 
American Accounting Association publishes a 
final report after five years of investigation. It is 
definite in its belief that university education in 
the training of accountants is now essential and 
that within the very near future such education 
will be viewed as mandatory. The report states 
that the career accountant is first, a well-informed. 
citizen, second, a well-rounded business man and, 
third, a proficient accountant. To achieve the 
necessary educational objectives the committee 
is convinced that five or more years of university 
are required, instead of the prevailing four-year 
programmes. Meanwhile, it would divide the 
four-year programme as follows: liberal, cultural 
and non-business studies about eo per cent of the 
time, general business studies and accounting 
studies each about 25 per cent. 


The Controller, 
New York, January 
Functional Costs for the Office 
Mr J. McCall Hughes, vice-president and control- 
ler of the Mutual Life Insurance Company of New. 
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York, illustrates from the case of his own com- 
pany in support of the wisdom, from a planning 
viewpoint, of determining functional costs for the 
office. Thus his firm breaks down office operations 
into 237 functions for which the unit costs are 
obtained. The company started to use a simple 
method of determining functional costs in 1944 
and this is still used for 40 per cent of the cost 
data, though standard costs have been found 
most suitable for the other 60 per cent. 

As an illustration of the former method Mr 
Hughes cites the function “premium collections’, 
covering the billing, collecting and recording 
operations. The total cost is $1-3 million or a 
unit cost of 75 cents per item, showing that a 
saving of r cent per item would mean con- 
siderable saving to the company. As a result of 
‘constant revision of the billing and collection 
procedure a more than 100 per cent increase in 
salary costs and prices in the last ten years has 
not resulted in a rise of more than 14 per cent 
in unit cost, from 75 cents to 86 cents, since 
1944. Both directly and indirectly functional 
costs are said to have contributed materially to 
this result. 


The Canadian Chartered Accountant, 
Toronto, January 
Profits Misstated through Income Tax 
i Requirements 
The main topic for discussion at the annual 
conference of the Canadian Tax Foundation at 
Winnipeg, in November 1953, was the problem 
posed for auditors: by income tax regulation 
(oo (4). This regulation makes the maximum 
capital cost allowances available only to companies 
which have, in their accounts, on a cumulative 
basis from year to year, made provision for at 
least the full sum involved. The introduction, 
as from January Ist, 1949, of capital cost allow- 
ances calculated for income tax on the reducing 
balances of assets, at high initial amounts, often 
results in much higher charges for depreciation 
than the auditor may consider proper. ‘Thus the 
financial statements may: well understate the 
true profit in early years and overstate it later. 
The editorial says that auditors are more and more 
often having to qualify their reports accordingly, 
but that much ingenuity is being expended by 
the profession to find a way to resolve the 
difficulty. 

It may be added that Canadian companies 
are now allowed, for income tax, to carry forward 
as if they were live assets, for future annual 
_ depreciation, losses resulting from the. disposal 
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of depreciable capital assets. Similarly, past 
capital cost allowances recovered on sale are 
carried forward as, in effect, negative assetg which™ 
provide an annual offset against the normal 
capital cost allowance on existing assets. The 
effect on Canadian balance sheets may well be 
confusing! 


The Canadian Journal of Accountancy, 
Toronto, March 
Cumulative Voting 


In a preview of the new Ontario Corporations 
Act, Mr A. Kelso Roberts, chairman of the select 
committee of the Ontario Legislature, says that 
permissive cumulative voting is to be allowed m 
Ontario, if the letters patent, supplementary 
letters patent or by-laws of the company so 
provide. He explains that where there may be 
five directors to be elected, a shareholder owning 
1,000 shares will thus have 5,000 votes, which., 
may all be voted for one director or distributed 
as the shareholder thinks fit. Mr Roberts says 
that cumulative voting was first introduced into 
the United States eighty years ago and that 
initially it has always been violently opposed by 
management, though research has shown the 
fears to be unfounded. It .is now quite common 
in the United States though almost unknown in 
Canada. Its object is to give representation to 
substantial minorities in the affairs of a corpora- 
tion, as opposed to the normal system by which a 
bare majority may elect an entire board of 
directors. Bag 


The Canadian Tax Journal, 
Toronto, January-February 


Avoidance of Double Taxation 


In an address to a meeting of the American 
Management Association in New York, last 
November, the Hon. Douglas Abbott, Canadian 
Minister of Finance, explained the Canadian 
attack on the double taxation of corporate 
profits. In the case of dividends received from 
Canadian corporations by Canadian residents the 
latter are now allowed to deduct 20 per cent of 
such dividends from their personal income tax 
liability. Since Canadian corporations now pay 
only 20 per cent income tax on the first $20,000 
of their profits, Mr Abbott says that for about 
three-quarters of the corporate taxpayers double , 
taxation has been completely removed, for 70 
per cent of all corporate taxpayers in Canada fall 
within the $20,000 bracket. Nevertheless, by 
far the greater part of corporate profits in the 
big concerns still bear tax at the 49 per cent 
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rate which applies beyond the $20,000 margin. 

Mr Abbott rightly signalizes as one of the most 
gigni car changes in Canadian tax law in the 
last decade, the introduction as from January 
Ist, 1950, of the right of corporations to capitalize 
undistributed profits on payment of a 15 per cent 


THE ACCOUNTANT 


453 


tax, thus relieving them from further liability on 
the winding-up of the company. In view of the 
steeply graduated personal income tax this has 
removed the necessity for an impossible burden 
on the deceased estates. of many a large shareholder 


in closely held companies. | 


D 
4 


WEEKLY NOTES 


Investment Allowances and Capital Goods 


It will be some time before it is clear how far the new 
investment allowances will stimulate the demand for 
capital goods. Certain categories of capital goods 

ufacturers, where very large sums are involved, 


will probably benefit fairly quickly. For example, 


shipping companies are likely to find it more attrac- 
tive to place orders for new tonnage with the ship- 
builders — such, indeed, was the expectation voiced 
By the Chancellor of the Exchequer on Budget day. 

ere are reports from the Midlands that some 
machine-tool makers are expecting to benefit soon 
from board decisions to go ahead with bolder invest- 
ment programmes. 

The industries, however, which are more con- 
cerned with the state of the home market for consumer 
goods, and which are of the opinion that their prospects 
are still adversely affected by the retention of purchase 
tax, are less likely to provide any impetus to the 
engineering industries — among these being the textile 
industries. In between these two extremes is a 
large body of industries which draw their new plant 
from concerns making medium-sized equipment, 
‘which will be dependent for a stimulus much more 
on the individual circumstances of customers than 
upon any general trends which are likely to be 
apparent over the next few months. 

There is no doubt that the investment allowances 
will operate to encourage investment but, as is apt 
to happen with this kind of official measure conceived 
to offset declining investment in certain sectors of 
the economy, the steps are taken rather late. There 
are, in fact, signs that the poor state of engineering 
order books is improving. (For example, the steel 
industry continues to enjoy excellent business, and 
aluminium which recovered towards the end of the 
year after a poor autumn has been able to maintain 


its better performance over the last two months.) If . 


this improvement should prove to have occurred 
already — and it will not be possible to say definitely 
that this has happened for a month or so, when more 
“om statistics will be available — the new allowances 
ill have added impetus to a trend which had already 
set in, rather than reversing an adverse movement. 


An Important Monopoly Report 
Just before Easter the Monopolies Commission 
reported on the process of calico-printing. It has 
suggested that the price and quota arrangements made 


- 


Eis 


by the Federation of Calico Printers should end, 
since these might operate against the public interest. 
About 98 per cent of the cloth printed on commission 
in the United Kingdom is undertaken by the Federa- 
tion and about eo per cent of it is done by the Calico 
Printers’ Association, the largest group in the 
industry. The Federation has expressed its disapproval 
of the report’s recommendations in no uncertain terms. 

This report breaks new ground so far as the Monopo- 
lies Commission is concerned. For the first time, it 
has had to take a view on the activities of an industry ` 
which introduced restriction as an answer to the 
critical problems of the nineteen-thirties, and it has 
in consequence taken an attitude by implication on 
the quota and price activities of a wide group of 
powerful industries. What the Commission may say 
about commission printing in this connection is. 
very relevant to the practices of other sections of the 
cotton industry, notably the yarn spinners. In a sense, 
therefore, the Commission has challenged Lancashire. 
Its views on price restriction and quotas in this 
case are very much the concern not only of the 
purchaser of textiles in the home market, but also 
of the merchants, manufacturers and trade unionists 
of the Lancashire cotton industry. This is a report 
of which the repercussions are likely to take longer to 


. work themselves out than any previous findings of the 


Monopolies Commission. 


More Wage Demands 


It was not to be expected that the recent success of 
the engineers or, further back, the gains won by the ` 
railway workers, would fail to cause eddies throughout 
the wage structure. There were lessons in both cases 
in the size of the demands to be made and the tactics 
which could be employed to achieve success. 

Over the week-end, the shop workers acted against 
the advice of their trade union leaders and decided 


.to press at once for higher wages. An increase of 3s 


in the £ is to be demanded for 1 million workers. 
If successful, this demand would bring the weekly 
minimum. wage for shop workers to £7 Ios. 

Such a demand will fall upon the retail trade which 
is passing through a confused period. Many large stores 
and chains made satisfactory profits in their last 
complete financial year, but trade generally has not 
been satisfactory for many shops since the turn of 
the year. Small shops and small multiples are already 
feeling the burden of high costs and the large depart- 
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ment stores continue to be concerned about their 
competitive position against some of the large chain 
stores. It is difficult to imagine a wages deal in the 
retail trade in which higher pay went with promises 
of higher efficiency — a fashionable formula. But the 
public, at least, would see point in the second part 
of the bargain. 


Record Steel Production 


During March the annual rate of output of the steel 
industry reached almost ro million tons, thus setting 
up a new record. Pig-iron production also reached 
a peak level at 12 million tons a year. If there is the 
demand for it, steel production will be able to run 
at about 18-5 million tons during 1954. The break 
through to a new high level in steel has been mainly 
due to new capacity coming into operation in the 
north-east coast area and there will be further 
new plant coming into production there later this 
year as well as in South Wales. High output in pig- 
iron has been made possible by the blowing-in of two 
new furnaces in the Shefheld area. 

In contrast, therefore, to the rest of the world, the 
steel industry in this country has recently sustained 
‘the buoyant production of recent years. While the 
Continental steel industry cuts back output and world 
export prices ease noticeably (an easing which the 
British industry has had to accept and lower its 
prices) there is no lack of confidence in the ability 
of the steel market in this country to hold up. Part 
_ of this buoyancy has been occasioned by the cut in 
imported steel, which can be supplied now from 
British sources since the steel shortage came to an 
end. But for the rest, there must have been a sustained 
demand from the engineering industries since the 
` turn of the year, and it will be interesting to see in 
which of them this has eccurred when the official 
statistics become available. There is little indication 
that-stocks of steel have been growing inordinately. 
According to the British Iron and Steel Federation, 
a sample survey shows that steel stocks in the hands 
of users increased by only 10,000 tons in the second 
half of 1953 and that the higher output which has 
built up of late has gone almost entirely into con- 
sumption, 


Higher Basic Materials Prices 
‘There are signs at last that the prices of basic materials 
used by British industry are rising. The Board of 
‘Trade’s index rose by x per cent during March to 
141°7. The last time when a rise was recorded was 
last September, but even then the change was 
vestigial. 

Last. month there were increases in cotton, wool 
and in the non-ferrous metals. Copper, lead, zinc and 
tin all recorded advances. Imported hardwood and 
wood-pulp moved in the same direction. To some 
extent these changes were offset by lower prices 
recorded in sisal, linseed oil and in hides and skins. 
It is quite clear, however, that there is now upward 
pressure on those materials widely used in industry, 
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and the official indices for goods used by the engineer- 
ing industries and those used in building both moved 
upward during March. 


+t 


After-sales Service 


Many reasons have been given over the last few years 
for the greater success of certain foreign countries in 
the export market compared with this country. Most 
often the reasons adduced are better credit terms, 
better deliveries and lower prices. Pungent expressions 
are often used in describing this last competitive 
advantage. There is no doubt that these are a formid- 
able combination and have been used with great effect 
by the Germans, Japanese and, to some extent, by the 
Americans. 

There is one other factor which is now being 
reckoned as "an important contributor to the sucesssa 
or otherwise of selling goods in foreign markets — 
especially capital goods. This is the guarantee of a 
good after-sales service. In selling aircraft in particu- 
lar, this is a factor of the highest importance, but it is 
a critical issue in the minds of some buyers in t 
purchase of machinery and, to some extent, of ships. 
There have been cases in recent months where 
contracts have been lost to British manufacturers 
because their service in this respect was considered to 
be inferior to that offered by makers from other 
countries. 

Here is one more aspect of the buyer’s market. It is 
now becoming apparent that it is not only necessary 
to sell goods but also to build up an organization which 
will.deliver spares and, if necessary, give adequate 
technical advice to a range of customers scattered 
throughout the world. Selling and distribution.costs 
are a growing and critical element in the price of 
exports. ’ 


France Frees More Goods 


With the announcement before Easter that the 
French Government had freed a further batch of] 
goods from import quota restrictions, the liberaliza- 
tion of trade under the Organization for European 
Economic Co-operation has taken a further stride 
forward. The French Treasury has announced that 
as from this week 53 per cent of French imports from 
the O.E.E.C. area will be freed from quota restric- 
tions and that this will be raised to 65 per cent as 
from November ist of this year. The present quota- 
free list is only 18 per cent. 

The improvement will be offset to some extent, 
however, by the imposition of a special ad valorem 
duty varying from "ro to 15 per cent which will be 
imposed on about one-third of the products freed 
from quota restrictions. Even at 65 per cent, how- 
ever, France will still be below the prescribed leva 
of unrestricted imports which is 75 per cent — a lee 
to which this country has been able to attain only 
comparatively recently. O.E.E.C. has thus not yet 
been able to bring all its members into line, but this 
latest French move is a large step forward, for France 
continues to be one of the members of E.P.U. running 
a chronic deficit. 


~ 
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The 


Emidicta 
Dictation System 





Some things are common to all of us. We 
have a price on our time; we desire effici- 
ency with economy; we have, too, a cautious. 
tendency to doubt all remedies. Sometimes, 
even today, consultants of the Emidicta 
Advisory Bureau are told that the Emidicta 
‘wouldn’t fit in here’... and yet many 
firms both large and small are reaping the 
«rewards of this system. You have but to 
TAG e . 
reach out, for there is a solution to your 
problem. 


The system is built around 


2409E* Standard Office model —6 minutes’ actual 
dictation per dise -giving 20/30 minutes’ typing. 
200E (Z/1C)* A new Executive’s Model (12 minutes’ 
actual dictation per disc). 

* Bob are dual-purpose dictation/transcription 
models with many other features including telephone 
recording (may be connected to G.P.O. lines). 


PORTABLES 


2401 (A.C. Mains) dual-purpose. 
2402 (Battery/Spring) Dictation only—independent 
of mains supply. 


’Phone, Call or Write to 


SALES & SERVICE LTD. 
EMIDICTA DIVISION (Dept. 22) 


HEAD OFFICE: 363-367 Oxford St., London, W.F. 
- Telephones: Mayfair 8597, Grosvenor 7127/8. 
Northern Branch Office: Regent House, Cannon St., Manchester, 
; Telephone: Deansgate 2315, 
Birmingham: [11-117 John Brighte St., Birmingham, I. 
Telephone: Birmingham, Midland 5821. 
Glasgow: 135, Renfield St., Glasgow. „Telephone: Douglas 6061. 
Cardiff: 31-35 Clare Road, Cardiff. Telephone: Cardiff 30781. 
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Whether you are a practising accountant or are 
engaged in commerce or industry, this new system 
offers you, or your clients, considerable savings in 
time and clerical labour with simplicity and accuracy. 
' Firstly, there is the Audit Control Record, designed 
by accountants to control audit ‘progress and tax 
returns. Two visible record sheets cover each com- 
pany. They can opcrate conjunctively or separately. 
The complete audit together with returns made, 
allowances, authorities awaited, etc., is covered and 
progressed. Each overlapping edge summarizes the 
story and can be seen at a glance. Coloured signals 
can pin-point urgent action, retnrns overdue, out- 
standing facts required. A costing record can be 
combined with this system to cover personnel, times, 
expenses, etc, 

The second system has been evolved to permit 
multi-copying with visible systems. You can now have 
the advantages of both with the accuracy of both. 
Pay control can be combined with visible personnel 
P.A.Y.E. records. One writing completes Pay-roll, 
Tax Details and Pay Slip. The use of visible records 
enables visual spotlighting of changes of rate, absences 
through sickness, holidays, pension details, etc. 

Finally, to cover a special difficulty experienced by 
some accountants, a new method has been designed 
to separate but still co-ordinate all documents arising 
from taxation, audits and general correspondence. 


| Each file is visible across its full width to permit 


visual identification, together with progressing of 
dates, signalling returns or pin-pointing urgent action. 
The contents are securely housed with a slotted-in 
record giving details of contents. 

Most accountants will find one or all of these new 
systems of considerable value to his work and cer- 


‘tainly worth considering in the light of his particular 


problem. Just write ‘Accountants Systems’ on your 
letter-heading for full details by return. 


Shannan Systems): 


VISIBLY BETTER RECORDS ` 


The Shannon Ltd 


1 Shannon Corner 
New Maiden - Surrey 








xII THE ACCOUNTANT April 24th, 1954 


OCEAN TRUST 


COMPANY LIMITED 


94 PARK LANE, LONDON, WI 


Telephone Nos, 
GROSVENOR 4627/8, 3596, 1394/5 


Directors: 
E; BEDDINGTON BEHRENS, C.M.G., M.C. Ph.D. (Chairman) 
SIR COLIN McVEAN GUBBINS, K.C.M.G., D.S.O., M.C. 
ROGER RB. PURSEY, A.C.A. 





The Chairman welcomes personal interviews 

with professional advisers regarding public or 

private issues of capital for established busi- 

nesses or the private financing of developing 
industrial undertakings 


April 24th, 1954 


THE ACCOUNTANT 


455 


FINANCE AND COMMERCE 


fQuieter conditions have developed in stock-markets 
and the sharp rise of recent weeks appears to have 
‘levelled out. Business remains on a fair scale. 


Depreciating Buildings 

Lewis’s Investment Trust Ltd is the subject of this 
-week’s reprint. Its headquarters are in Liverpool, but 
the group, which includes department stores, food 
shops, a clothing and boot repair factory, a wholesale 
section and a banking subsidiary, is represented in 
London (Selfridges), Birmingham, Manchester, Glas- 
gow, Leeds and Chester. 

A change in the accounting basis this time, small 
but worth noting, is the appearance for the first time 
Wan item for depreciation of freehold land and 
buildings. The chairman, Mr S. H. Leake, says it 
has always been recognized that the physical fabric 


of the company’s freehold buildings must deteriorate 
with the passing of time, no matter how well they are 
maintained. ‘Considerable’ allocations to reserves have 
been made over the years, but for the most part 
have been by way of appropriations and general in 
character. 

The board now feel that it would be wise to make a 
specific charge against each year’s profits to cover the 
depreciation of buildings and this has been done in 
the accounts of each company in the group owning 
freehold buildings. 


. Dividend Policy 


` Mr Leake’s discussion of the board’s dividend policy 


almost anticipates the 'T.U.C.’s evidence on ‘exces- 
sive: dividends before the No Par Value Committee. 
The dividend has been raised by 5 per cent to 324 














"ae, LEWIS'S INVESTMENT TRUST LIMITED 
df Consolidated Profit and Loss Account ~ Year ended February Ist, 1954 
(incorporating the results of Lewis’s Investment Trust Ltd and fourteen Subsidiaries) 
1953 1954 
£ £ £ E O 
4,216,306 Trading Profit before providing for depreciation and taxation .. © .. Ei Si CH da We 4,346,769 
Revenue from Subsidiary (not consolidated): 

7,475 Lewis's Bank Ltd .. ek a = S S 7,475 
19,208 Revenue from General investments e A j 18,348 
79,892 Revenue from Property Se sie = Se i $3,136 

— Interest on War Damage Claims .. Se ik 2 S 83,100 
28,560 Revenue Miscellaneous Sé ks ed ie e š 41,825 
1,733 Dividend on Trade investment .. e Gi i e vm 
405,996 Stock Provision no longer required ve 
4,460,190 4,580,653 
167,554 Deduct Debenture and Note Interest Vë 2 a i ia 165,457 ` 
— Depreciation — Freehold Land and Buildings ` ee 107,831 
166,044 Fixtures, Fittings and Plant .. ; SH e 176,347 
4 30,233 Motor Yehicles Ka Ss 5 aa al 
=s z - 312,344 
52,756 Amortisation of Leaseholds Di ia ; 43,681 
250,000 Provision for Store Modernization e ER 50,000 
Taxation — On Current Profit: 
1,957,283 Income Tax A i 1,924,316 
d 382,570 Profits Tax ag eene . ae as * 356,814 
‘ 2,281,130 
292,85) = On Prior Years’ Profit (Surplus) Sch ës 168,744 
—— _ 2,112,386 
7,527 Goodwill — Amount written off ws Së is ss iu d ,000 
1.425 investments — Amount written off a e — 
2,722,241 2,684,868 
£1,737,949 Balance being Consolidated Profit (after taxation and provisions as above). . ge ni zi Ki 1,895,785 
(a) Attributable to Group (Revenue): 
336,284 Holding Company — distributed .. a E ae «ne ee Da sa gu we 404,352 
_ 175,944 retained .. Se si å ee e Sé e de 176,861 
512,228 As shown by the accounts of Lewis's Invesement Trust Led es ate a Pr 581,233 
691,166 Retained by Subsidiaries éa avs ee SN ` Sag ee Ss We as ex 1,024,910 
1,203,394 j 1,606,143 
260,894 H Attributable to Group (Capital)... SS We i S Ba . — 
c) Attributable to Minority Interests: 
264,695 Distributed `.. oe i“ D: Së Sé Gen we 277,166 
8,966 Retained .. SN Sa Ge Sg $ Ach Së i SC 12,476 
£1,895,785 


D 





otes; 





Replacement of Fixtures, Fittings and Plant has been provided for malnly by charging the cost against trading profit and also by way of depreciation, 


I 
B Auditors’ fees and out-of-pocket expenses covering Lewis’s Investment Trust Led and the Subsidiaries consolidated therewith £8,996. (1953, £9,356.) 


The Subsidiaries consolidated above are: 


Lewis’s Led and its seven subsidlaries other than Lew!ls’s Bank Led. 


Selfridge (Holdings) Led and its two subsidiaries. 
Lewis's Royal Polytechnic Ltd. 

Lewls’s (Leeds) Led. 

Lewis's (Staffordshire) Led. 
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LEWIS'S INVESTMENT TRUST LIMITED 
Consolidated Balance Sheet of the Company and Fourteen Subsidiaries — February ‘Ist, 1954 





1953 j . 1954. 
£ Capital . £ £ É 
3,890,176 ` Issued Capital of Lewis's Investment Trust Ltd hs Së xy e KC ve 3,890,176 
` Reserves and Surplus 
Capital Reserves ! 
30,209 Lewis’s Investment Trust Ltd ~ General Sg En de Se Bag m si 30,195 
2,586,065 Share Premium Account .. ge a e .. 2,586,065 
Ki? Subsidiaries — Proportion attributable to the Group .. ee T tis gé , 583,406 
(3,197,179) ———— 3,199,666 


Revenue Reserves 
Lewis's Investment Trust Led: 











935,000 General ge be ee an Se Gs e Sg e é 1 035,000 
202,590 ` Debenture Stock Redemption an . ai SS Ee aie wë .. 2203687 
65,500 Redeemable Notes Redemption ., os +e ee ee $ SN a's 75,500 
194,733 Profit and Loss Account Ss s. WS a ee Sg Pi s4 243,517 
3,629,093 Subsidiaries — Proportion attributable to the Group .. P Si Kg SN .. 4,638,008 
(5,026,916) ———— 6,212,712 
8,224,095 9,412,378 
Deduct Intangible Assets at Cost ~ Goodwill and Premiums paid on Shares in Subsidiaries less 
4,056,105 Pre-acquisition Reserves and amounts written off .. is gt NR Ce kat 4,042,175 
4,167,990 5,370,203 
£8,058,166 £9,260,330 
, KA "59 ue SES 
. an an 
eier atonal by: at cost less sales | Ameortisation 
11,201,979 241,538 
16,353,112 Freehold Land and Buildings .. ee See ry 1 Sie Sé Tel T 10,990,441 
3.214.547 Leasehold Land and Buildings Aly ein d vn Kuch ciues 7 3,192,955 432,291 2.760.664 
ré ixtures, Fittings an ant (including .332 at net book values at 
December ist, 1947) y fy O ono noo 3,177,259 1,610,070 1,567,387 
rofit and Loss Account, Note {f}, i 
55,832 Motor Vehicles — e 271,170 221,515 49,655 
$43,967 investment in Subsidiary not consolidated, Lewisis Bank Led — at cost .. E ks Se 663,967 
37,392 Trade investment ~at cost  .. ge Ce e ge SCH e oe <a Ei 37,392 
40,968 Loan on Mortgage e <a D gé gy SC wi Wé Ki on Va 38,594 
15,939,075 d 16,107,902 
Net Current Assets 
3,088,119 Stock-in-trade {as certified by General Managers) .. Ss gx ei wa Ss ge 3,245,366 
t, 198,8963 Debtors and payments in advance `. Ac zi Ké ni T z e 1,148,178 
General Investments at or under cost: 1953 1954 
237,994 Quoted (Market value .. >on, Kë e? +» £200,264 REN as Ss 229,743 
57,372 Unquoted (Brokers’ valuation ., a i »» $24,450 (25,000 S i3 54182 
£321,714 £321,740 
1,620,000 Tax Reserve Certificates e 2,100,000 
1,748,847 Cash with bankers and on hand Sg së T e ai dë Ji di Ki 1,784,073 
7,951,165 8,531,542 
— Less Current Llabilities: 
3,194,511 Creditors, accruals and taxation Be So a ‘A ie Së Gë .. 2,889,507 
220,160 _ Net dividend of Lewls's Investment Trust Led oe +e D (a e .. 281,898 
3,414,671 3,171,405 
—— 4,536,494 ` —— 5,360,197 
20,457,569 - i 21,468,039 ` 
4,127,922 Deduct Redeemable Mortgage Debenture Stock and Secured Loans .. i Ss 4,075,488 i 
05,500 Redeemable Notes, [957 .. D D Kä Se d DS ep Së 105,500 
Amounts set aside from Revenue for specific purposes: 
{,851,950 For estimated Income Tax liability on profit of year to date SS SN ,, 1,773,728 
93,321 For replacement of Fixtures and Fictings Se s3 idi de = an 65,799 
250,000 For Store Modernization .. SA ei dë gä SÉ Së ri Si 300,000 
— ve 2,139,527 
ET a 428,693 6 320,515 
oe D 6 ` ' D 
14,046,876 R ` 15,147,524 
Minority Interests 
Issued Capital of Subsidiaries held by minority members and proportion of Reserves attribut- 
5,988,710 able thereto th SA Se o as E Dei Wi as ee, cae 5,887,145 
£8,058,166 R £9,260,379 








otes: 

(I) The Subsidiaries consolidated above are: Lewis's Ltd and Its seven subsidiaries other than Lewis's Bank Ltd, Selfridge (Holdings) Ltd and its two sub- 
sidiaries, Lewls’s Roya! Polytechnic Ltd, Lewis's (Leeds) Led, Lewls's (Staffordshire) Ltd. 

With the consent of the Board of Trade the remaining subsidiary, Lewls’s Bank Ltd, has not been consolidated as, because of the entirely different 
nature of che business of that company, Its assets and liabilities do not lend chemselves to consolidation with those of the other companies. 

(2) The latest financial year of Lewis’s Bank Ltd, S. Reece & Sons Led, S. Reece & Sons (Cheshire) Ltd, and Merseyside Dairies Led ended on December 31st 
1953, and chat of Selfridge (Holdings) Led and its Subsidiaries on January 3{st, 1954. In view of the well established practice of Banks to base bel 
accounts on the calendar year, It has not been considered advisable to disturb this arrangement, As regards the other companies, it is for the admininis! 
trative convenience of the Group as a whole that the use of the earlier date Is continued, 

(3) There are contingent liabilities in respect of: (a) A guarantee covering part of the deposits in Lewls’s Bank Ltd (and interest thereon) totalling at Dece 
ber 3Jst, 1953, £5,010,713 (1952, £6,035,400). The assets of the Bank itself as at that date were more than sufficient to cover these deposits. b) Uncalled 
capital on shares in Lewls’s Bank Ltd, £206,650 (1953, £206,650). (c) Guarantee of bank account of forelgn representative up to £10,000 (1953, £10,000). 

(4) Contracts for capita! expenditure for Lewis’s Investment Trust Ltd and che Subsidiaries consolidated therewith have been estimated at £133,000 (1953, 
£102,000}. In addition, expenditure on Store modernization estimated at £300,000 is under consideration and provision has been made therefor. 

(5) Certain Properties have been damaged by enemy action and are the subject of a claim to the War Damage Commission; no adjustment to the book value 
is therefore deemed necessary. : 

Si The Subsidiary Lewis's Bank Led holds £1,000 15 per cent Cumulative Preferred Ordinary Stock In Lewis’s Ltd. (1953, £1,000 stock.) 

(7) In arriving at the Minority Interests, all Stock and Shares have been included at par and no account has been taken of the premium of £1 per £1 unit 
of Stock payable in the event of liquidation to the holders of £1,174,000 Preferred Ordinary Stock In Lewis’s Ltd. 

{8) Revenue Reserves (Subsidiaries) have been reduced by the revenue surplus on sale of a Subsidiary SCH which has been applied In reduction of 


intangible Assets. E e 
REX A. L, COHEN f Directors. 
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LEWIS" BANK LIMITED 
Statement Expanding the Information Regarding the Holding by Lewis’s Limited in Lewis’s Bank Limited 
“4952 S 1953 
£ 
Assets and Liabilities as at December 3lst, 1953 
1,529,904 Cash and balances with other Banks .. Se Se T aia ass os Si Ss ae 1,289,249 
— Investments, at or under cost: 
10,816,969 Securities of, or guaranteed by, the British Government. 12,038,197 ` 
Other Investments, eae Securities of alan Public Boards and British Municipal Corporations (including 
3,247,057 unquoted £1,229,946 SN e Se Be Së $ d 1,629,748 
—— (Uncalled liability thereon £223, 081). ——--—- 
14,064,026 i 13,667,945 
337,206 Advances and sundry amounts receivable .. ek we Sa es “a es kg es T 370,033 
— Freehold Property at cost less amount written off.. . as a e KN Pe ch SC Se i 
12,171 Fixtures and Fittings at cost less amounts written off 12,180 
15,943,307 15,339,408 
15,188,381 Less Current, Deposit and Other Accounts me cas SA ie wë 14,500,308 
£754,926 Net Assets Representing Share Capital and Reserves as at December Alert, 1953.. £839,100 
Made up thus: 
Amount attributable to Lewls’s Ltd: 
375,185 Share Capital and Pre-acqulsition Reserves R e S 375,185 
9,148 Share Premium Account .. Sé is si A a H e 9,148 
pert 29,000 Payment in Advance of Calls .. we e e Kä 299,000 
—_—_ Reserves since acquisition: 
ı 129,847 As at December 3lst, 1952 .. e $ £36,513 
72,816 Retained profit of year ia Ka ca ga es ,697 
202,663 l 114,210 
{66,150 Less Amount applied in reduction of Book Value of Investments .. a — 
36,513 114,210 
~ 719,846 797,543 
35,080 Amount attributable to Minority Shareholders sa ss va H = 41,557 
£754,926 £839,100 
Profit for year ended December 31st, 1953 
Attributable to Lewis’s Ltd: 
7,475 Interest on Capital in advance of Calls ABTS) á g è e 7,475 
3,551 Less Income Tax SH xs . Sie 3,364 
3,924 _ 4,111 
72,816 Retalned by Lewis's Bank Ltd 7 x i 
76,740 81,808 
6,070 Attributable to Minority Shareholders e Ss Ge ia as s4 f i 
£82.810 Total Profit after provision for taxation and contingencies and Directors’ fees recommended .. ae ‘4 SS T £88,285 
: Note. — The valuation of the Investments at December 3lst, 1953, is In excess of the book value. 
REX A. L. COHEN 
We J. HUNTER Directors 
C. J, HOLLAND-MARTIN : 


per cent. Mr Leake points out that the board’s 
primary duty in a free economy is to the shareholders, 
who number over 10,500. From the short-term point 
of view, he says, shareholders are mainly interested 
in dividends, but over the long term it lies somewhere 
between immediate income and ploughing-in for 
expansion. Excluding the bank profits, roughly one- 
third is distributed and two-thirds retained. 

But the company’s staff must also be considered. 
In the past five years, the wage bill, excluding 


Selfridges, has risen by some £626,000. Including - 


Selfridges (acquired in 1951) the figure is nearly a 
-million. Eliminating capital raised in 1951 for the 
Selfridge acquisition, gross dividends have increased 
232,973. The figures, says Mr Leake, make it 
lear that the dividend increase will not be paid at 
e expense of any of the other partners in the 
business nor be likely to jeopardize the group’s 
finances. 





‘Retail Outlets’ 


The description. of Lewis’s business — department 
stores, food shops, etc. ~ is taken from a plan of the 


ka? 


J. H. BURNS, Secretary. 


company’s organization which is given with the 
accounts. This use of plain words, we feel, seems far 
preferable to the descriptions, such as ‘retail outlets’, 
which are creeping into company reports. 

We noticed the ‘retail outlets’ in the case of 
Craddock Brothers Ltd, boot and shoe retailers of 
Wolverhampton. We are not singling this company 
out particularly, but it so happens that their report 
was published the day after Lewis’s. 

People have been buying at the stores and shopping 
at the shops for as long as we can remember, and 

probably for long generations before that. Whatever 
may be written in company reports, we hope we shall 
never hear of housewives going to the ‘retail outlets’, 
instead of “doing their shopping’. 


Money Market 


Record applications of {417,175,000 were received 
for Treasury bills on April 15th. Bidding at £99 9s 7d, 
the market obtained 44 per cent allotment with the 
average rate {2 1s 7-41d per cent. This week’s offer 
is £230 million. 


~ 
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TAXATION CASES 


Full reports of the cases summarized in this column will be published, with Notes on the Judgments, 
in the Annotated Tax Cases. 


Patrick v. Burrows 
In the High Court of Justice (Chancery Division) 
March 3rd, 1954 
(Before Mr Justice WYNN-PARRY) 


Income tax — Employment — Gift of shares by director 
to employee — Whether remuneration of employee - 
Income Tax Act, 1918, Schedule E, Rule T. 


The respondent was an employee of a company, 
one of the directors of which created a settlement 
whereunder he settled 2,000 shares in the company 
. upon trust for such of the company’s employees 
(excluding the directors), and in such shares and 
proportions, as the directors for the time being of the 
company should from time to time at their discretion 
appoint. The whole of the shares were to be distribu- 
ted to employees of the company within a stated period. 
The settlement deed declared that the intention was 
that the shares should be available for distribution 
among those employees to whom the directors from 
time to time deemed it expedient to give an interest, 
or an increased interest, as shareholders in the com- 
pany “in consideration of past or future services and 
with a view to promote the prosperity of the company’. 

The respondent received a number of these shares, 
and was assessed in respect of the value thereof. He 
contended that the shares formed a gift from the 
settlor to him, and did not represent income arising 
from his employment with the company.The General 
Commissioners decided in his favour. 

Held, that the respondent had received the shares 
in question as remuneration for services rendered in 
his employment with the company, and that the value 
of the shares therefore formed a part of his assessable 
remuneration. l 


Tait v. Smith 

In the High Court of Justice (Chancery Division) 
March roth, 1954 
(Before Mr Justice WYNN-PARRY) 
Income tax — Medical practitioner — Voluntary hospital 
~ Endowment policies on life of taxpayer — Premiums 
paid by hospital — Assignment of policies to taxpayer — 
Whether surrender value of policy a part of remunera- 
tion — Income Tax Act, 1918, Schedule D, Case II - 
National Health Service Act, 1946, Sections 6, 79 - 
National Health Service Act (Appointed Day) Order, 
1947. 

The respondent was a member of the-medical staff 
of a voluntary hospital, and for six years gave his 
services without payment. In 1937 the board of 
management of the hospital adopted a scheme for the 
purpose of recognizing the services given voluntarily 
by members of the hospital staff. Endowment assur- 


ance policies were taken out on the lives of the indi- 
vidual members of the honorary medical staff, and the 
board paid the premiums. The policy money was 
payable when the person assured attained the age of 
sixty, and if he should die while still serving before 
attaining that age, the policy money was payable to 
his personal representative. If an assured person 
resigned, the surrender value of his policy was to be 
the property of the hospital, and was to be disposed 
of among other members of the honorary medical 
staff. If the hospital became State-controlled, the 
policies were to become the property of the respectivé 
members. 

In 1942 the board of management paid to the 
members of the honorary staff sums of money, year 
by year, representing the difference between the 
amount of the premiums on their respective policies 
and £125, and these sums were included, in the case 
of the respondent, as a part of the income, arising from 
his profession, and were assessed accordingly. In 
1946 contracts of service were offered to each member 
of the honorary medical staff, with adequate salaries, 
and their policies were assigned to them, and it was 
agreed that no further premiums should be paid by 
the hospital. 

It was contended by the Inland Revenue that the 
respondent received his policy as reward or remunera- 
tion for the professional services rendered by him, 
and that the measure of this reward or remuneration’ 
was the surrender value of the policy. at the date of this 
assignment to the respondent. On the respondent's 
behalf it was contended that the policy was in the 
nature of a testimonial to him and was not a receipt 
of his profession, that the policy (if taxable at all)” 
was wrongly assessed for 1949-50, and that it was 
valued excessively. The General Commissioners 
decided that the surrender value of the policy was not 
assessable to income tax. 


Held, that if the value of the policy was assessable 
at all, it was not assessable for 1949-50. 


C.I.R. v. Broadway Cottages Trust 
CIR v. Sunny Lands Trust 
In the High Court of Justice (Chancery Division) 
March 11th, 1954. 

(Before Mr Justice WyNN-Parry) 
Income tax - Charity — Income from settlement — Income. 
payable among a number of persons including respondent | 
trusts - Whether this gift of income void — Income Tax 
Act, 1918, Section 37. 
Under a settlement made on July 14th, 1950, the 
trustees thereof were, during an appointed period, to 
hold the trust income for the benefit of the settlor’s 
wife; all persons who had been or were or might be, 
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within a stated period, employed by the settlor or the 
settlor’s wife or other persons; the wives and widows 
cas employees; all persons who were the issue, 
however remote, of the settlor’s father, or the settlor’s 
father-in-law; a number of named persons; a number 
of god-children of the settlor or his wife; and finally the 
respondent trusts, which were admittedly charities. 
The capital of the trust was divisible at the end of the 
appointed period among the same persons except the 
settlor’s wife. 

In 1870 a business had been founded by the settlor’s 
father, who died in 1929, and the business was 
transferred to a private company in 1912, and to a 
public company in 1929. The present company had 
complete records of all its employees since its 
incorporation, and had the addresses of ex-employees 
a (he times they left.the company’s service. The 
records would not show whether any of the employees 
had married after they had left the company’s service. 

It was contended on behalf of the appellants that a 
completé list of all the beneficiaries entitled to 
participate in a distribution of the capital could not be 
made and that the deed was void for uncertainty. 
It was contended for the respondent trusts that the 
validity of the trusts of the income was not affected 
by the validity or otherwise of the trusts of the capital; 
that the trustees had a power of selection under 

Cause 8 in regard to the income; and that the question 
whether a particular person qualified as a beneficiary 
of income could be determined as a matter of fact 
by the Court. 

The Special Commissioners decided that there was 
a valid and effective trust of the income of the trust 
fund, and that accordingly the respondent trusts were 

ntitled to exemption from income tax under Section 
37 of the Income Tax Act, 1918. 
~ Held, that the trust of income in clause 8 of the 
| deed was void for uncertainty, and that, therefore, the 
belaim to repayment of tax could not be maintained. 


| Innes v. Harrison 
- In the High Court of Justice (Chancery Division) 
March rth, 1954 
(Before Mr Justice WyNN-Parry) 


Income tax ~ Repayment claim — Deed of settlement - 
Discretionary trust of income — Objects of trust-including 
settlor’s relatives, employees and ex-employees and 
other individuals appointed by settlor — Whether trust 


void for uncertainty — Whether trust infringes rule: 


‘against perpetuities — Income Tax Act, 1918, Section 27. 
On May ist, 1949, a deed of settlement was made 
whereby the settlor covenanted to pay to trustees the 
Torithly sum of £166 13s 4d during an appointed 
Sr By clause 3 the trustees were to pay or apply 
the trust fund to or for the benefit of such one or 
more of the objects of the trust in such shares (if 
more than one) at such time or times and in such 
manner as the trustees in their discretion should 
from time to time think fit. The phrase ‘objects of 
the trust’ meant and included such of the following 


- 
weg 
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individuals as should from time to time during an 
appointed period be living; relatives of the settlor, 
employees during the appointed period of any com- 
pany of which the settlor should during the period 
be a director, ex-employees of such companies, 
relatives of those employees and ex-employees, and 
such other individuals as the settlor should, from 
time to time, name. Neither the settlor nor any wife 
of his was in any event to be included among the 
objects of the trust. ; 

The respondent married a daughter of the settlor, 
and one G. J. C. is their son. On March 28th, 1950, the 
trustees paid to G. J. C. the sum of £385, representing 
£700 less tax at 9s in the pound, and a certificate of 
the deduction of {£315 was issued by the trustees. 
The respondent made claims for repayment of this 
tax on behalf of G. J. C., who was an infant. 

It was contended on behalf of the respondent that 
the deed of May 1st, 1949, was a settlement within 
Section 41 (4) (b) of the Finance Act, 1938; that the 
objects of the trust were sufficiently certain to enable — 
them to be enforced; and that the respondent was 
entitled to the repayment claimed. It was contended 
on behalf of the appellant that the deed of May rst, 
1949, was void for uncertainty, that it created a 
resulting trust in favour of the settlor, and that, 
therefore, no claim to repayment could be established. 

The General Commissioners did not consider 
themselves required or competent to decide whether 
the deed was void for uncertainty. They decided that 
the deed provided for the payment of sums of money 
by the settlor to trustees, and that the recipients of 
those moneys were entitled to repayment of personal 
allowances. In the High Court the further point was 
taken on behalf of the appellant that clause 3 was void 


for the further reason that it infringed the rule against 


perpetuities. 
Held, that clause 3 of the deed of May Ist, 1949, 


was void for the latter reason. 


Lewin v. Aller 
In the High Court of Justice (Chancery Division) 
March rath, 1954 
(Before Mr Justice WYNN-Parry) 

Income tax — Earned income allowance — Charges on 
income — Whether deductible in computing earned 
income relief ~Income Tax Act, Ig18, Sections 17 
27 (5), 36 — Finance Act, 1925, Section 15 — Finance 
Act, 1927, Section 4o (3)-— Finance Act, 1948, 
Section 27 (2). 
The charges on the appeilant’s income for 1950-51 
were as follows: 


Mortgage and loan interest .. SR .. 85 


Building society interest .. ... »» 56 
Bank interest on overdraft .. e ox: 29 
| £179 


The appellant deducted tax from the mortgage and 
loan interest, but the building society interest and the 
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bank interest was paid without such deduction. 
. It was contended by the appellant that neither the 
£56 building society interest nor the £29 bank 
interest was income the tax on which he was entitled 
to charge against any other person, or to deduct, 
retain or satisfy out of such payments, within the 
meaning of Section 17 of the Income Tax Act, 1918, 
that the earned income relief should not be restricted 
by deducting those amounts, or either of them, from 
his earned income, and that the amount of which this 
relief was to be given should be calculated as follows: 





£ 
Earned income e? 1,516 
Less Mortgage and loan interest .» 85 
Less Schedule A ` ay 52 
ez 33 
£1,483 
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The earned income relief would therefore be one-fifth 
of £1,483, Le. £297. 

It was contended by the respondent that, havi 
regard to Section 15 (1) of the Finance Act, Gë, 
and to the form of return of total income at XVII in 
Schedule V to the Income Tax Act, 1918, all interest 
payable, whether under deduction of tax or otherwise, 
has to be taken into account in arriving at total income 
for income tax purposes; and that the amount of 
earned income upon which earned income relief was 
to be given should be calculated by deducting from 
the earned income the {170 above mentioned, less 
the £52. This calculation produced a sum of £1,398, 
on which the earned income relief was £280. The 
General Commissioners agreed with this contention. 


Held, that the General Commissioners’ decision was 
correct. 


CORRESPONDENCE 


Letters must be authenticated by the name and address of the writer, not necessarily for publication. 
The Editor does not necessarily agree with, or hold himself responsible for, the opinions expressed. 


Soe Shares: Trust Capital 


SIR, — Your correspondent, ‘A Trustee’, in the issue 
of April roth, raises a matter which was discussed 
fully in the judgments of several recent cases arising 
principally from the nationalization of the Thomas 
Tilling coach business. It was there affirmed and 
explained that the trustees should regard as capital 
- in their hands only those sums which a company 
returns to shareholders as part of a scheme involving 
an authorized reduction of capital. 

The mere fact that the company chooses to 
capitalize income should not prejudice the right of 
the tenant for life to all profits earned on the original 
trust capital during the years through which the 
investment is held. 


It follows from this, therefore, that any sale by a 


trustee of shares with bonus rights i in order to retain 
funds in his own hands as capital for the ultimate 
benefit of the remainderman would be a breach of his 
duty towards the life-tenant, just as a purchase of 
shares about to benefit from a bonus issue would be 
an act unfairly in favour of the life-tenant. 
. Yours faithfully, 
BARRISTER-AT-LAW. 


Cattle on the Herd Basis 


SIR, — I would suggest, in the case presented by 
Mr Tullett (your issue April roth), that the farmer 
concerned should have come to his accountant for 
advice earlier. 

The herd basis itself was only intended to benefit 
the farmer when selling a substantial part of his herd 
if the reduction was of a permanent nature. If the 
farmer at the time of sale intends to reintroduce 
animals into the herd to make up the numbers, he is 


merely postponing the adjustment required in respect 
of the profit made on the sale of the animals. 

The only advice which could now be given is, as 
suggested by Mr Tullett, to sell his cattle before 
maturity until the time limit of five years has elapsed 
from the date of sale of the substantial part of the 
herd. 

Yours faithfully, 


Guildford, Surrey. N, A. TOLPUTT. 


Property Purchases: Recording -77 
Transactions 


Sir, — I should be obliged if readers would advise meu 
with regard to the following: 

Company A. purchased properties by cheques from 
their account, and later formed a property company 
to take over the properties in question. 

Company B. requires to keep a cash book record of 
all receipts and outgoings, and requires to record in 
this book the transfer of the properties from Company 
A. and show the amount of the purchase price as a 
loan from Company A. 

Can this transaction be entered in the above 
mentioned cash book without resort to cheques or 
other bank record, or, if not, what cheques should be 
drawn to record the transaction? 

Yours faithfully, 
> 


Depreciation 


Sir,- The present generation of accountants has 
been brought up on the theory that: 


‘The physical deterioration of an asset is an 
expense incurred now, during the current accounting 
period, whether this asset will or will not be replaced 
at a later date. . . . Depreciation is first and fore- 
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most the recovery, spread over the life of the asset, 

of the prepaid cost incurred by its acquisition.’! 

r “Phe theory has been one of amortisation of capital 
expenditure. over a period of years — the writing off of 
depreciation to the profit and loss account. 

The difficulty of achieving any satisfactory recon- 
ciliation of this theory with the theories which would 
have to be applied in attempting to prepare accounts 
in terms of ‘real’ values leads one to query whether 
the traditional theory is fundamentally sound — even 
for application in times of stable money values. This 
issue does not appear to have been squarely faced 
merely by talking of trying to ‘furnish information 
that will facilitate the determination of income 
measured in units of approximately equal purchasing 
power’,? of ‘the consumption of utility value spread 
river thetife of the aset A or that ‘each year’s revenue 
should be charged with depreciation at the price 
level relating to the year of account" 3 

Against the foregoing background, the mind shies 
at the elusive concept of amortising the ‘then real 
walues’ or the ‘then real purchasing power’. 

Would. it be true to say that depreciation is a loss 
of capital? The correct thinking and correct book- 
keeping and journal entries perhaps should have been: 


Debit share capital account, 
Credit fixed asset account, 


for loss of capital through depletion. 


Debit profit and loss account, 
Credit share capital account, 


1 Observations on Recommendation XV — The Association of 

Certified and Corporate Accountants. 

3 The Changing Concepts of Business Income — Report of 

Study Group sponsored by the American Institute of 
ccountants. l 

3 The Accounting Implications of Changing Money Values — 

The Society of Incorporated Accountants and Auditors. 


"~ e 
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The Institute of Chartered Accountants 
in England and Wales 


The following is a list of Associates elected to Fellow- 
ship and applicants admitted to membership at the 
Council meeting held on Apıil 7th, 1954, who com- 
pleted their Fellowship. or Membership before April 
| ES 1954. r 


Associates elected Fellows 


gee house: Richard Miles; 1946, A.C.A.; (*Russell, Durie 
Kerr, Watson & Co), 10 & 12. Copthall ’ Avenue, London, 
-ECz, and at Birmingham. 

3arlow, James; 1925, A.C.A; (James Barlow & Son), 

t.23 Acresfield, Bolton. 

: Felton, Monty, D.F.c.; 1949, A.C.A.; 15 Half Moon Street, 
Piccadilly, London, Wr. 

` Harrison, ‘Thomas James; 1936, A.C.A.; (*Charles E. 
_ Dolby S Son), 11 Dale Street, Liverpool, Se 


# placed against a firm name signifies that the firm is not 
exclusively coniposed of members of the Institute. 
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for provision for ‘replenishment. of capital lost through 
depletion. 

Have we been hypnotized by the sanctity and 
untouchability of the share capital account in our 
ledgers? This approach represents a radical reoriénta- 
tion of background thinking, but it appears to provide 
a. clearer light for linking and reconciling the older 
with the newer theories and viewing them in true 
perspective. If it be accepted, then the shorthand 
phrase of ‘writing off depreciation to profit and loss 
account’ becomes misleadi 


By how much should capital be replenished: by 


the loss of capital at original money values; by an 


additional or a reduced amount to compensate for 


‘movement in sterling purchasing power; by sums 


linked with the movements in the price of assets 
peculiar to the business? This question is still left 
open. (None the less, if we are to see different kinds 
of ‘profits’, surely they should be given different 
labels.) ` 

It also brings to light the ‘social and economic 
issues’.4 Will it invariably be desirable to retain the 
provisions for replenishment in that separate legal 
entity, the particular company, or, in certain environ- 
ments, should such recognized and needful pro- 


‘visions be released for transfer to other industries, 


or with the option of facile reinvestment in the same 
firm? Indeed, who is to do and direct the ‘savings’ 
from current earnings necessary to replenish the 
capital lost through natural decay, and who should 
best guide their reinvestment to the then maximum 
economic advantage — the Government, the board of 
directors, or the individual shareholders? 
i Yours SE : 

_ Manchester. i J. A. SCOTT. 


a XV. Accounting in Relation to Changes in the Purchasing 


Power of Money — The Institute of Chartered Accountants 
in England and Wales. 


NOTES AND NOTICES 


Mason, Thomas George; 1949, A.C.A.; (Messenger, Powell ` 
- & Co), 125 High Holborn, London, WC: and at West 
Wickh 


ickham. . 

Maurice, Gerald Mortimer; 1948, A.C.A.; (George Maurice 

` & Co), 11-13 Southampton Row, London, WCr. 

Newman, Derek Bernard; 1941, A.C.A.; (Chester, Newman 
& Co), 29-31 London Road, Twickenham, Middlesex. 

Scrivens, Philip Joseph; 1948, A.C.A; (J. W. Scrivens & 
Co), 22 Bennett’s Hill, Birmingham, a 

Wagstaff, Ralph Edgar, p.F.c.; 1948, A.C.A; (*S. Mc- 
Combie & Co), 1A London Road, Stevenage, Hertford- 
shire, and at Hitchin. i 

Weber, James Reginald Craig; 1940, A.C.A.; (R. H. March, 
Son & Co), Baltic House, Mount Stuart Square, and 
8 Windsor Place, Cardiff; and at London. 


(Not in England or Wales) 

Newbery, Robert Antony,-M.A.; 1936, A.C.A.; (Chapman 
& Newbery), Vefai Han, 56 Voivoda Caddesi, (P.O. 
Bos 1197), Galata, Istanbul. i 

Peel, Edward Orrell: 1923, A.C.A,; (*Price Waterhouse 
Peat & Co), Caixa "Postal 1978, Rua Quintino Bocaiuva 
107, 9th Floor, Sao ES and at Rio de Janeiro. 
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Admitted as Associates 
(Not in Practice) 
Dixon, John Featherstone, 3B.coM., with Blackburns, 


Robson, Coates & Co, 59 New Cavendish Street, . 


London, W1. 
Jacobs, Ralph Alia, 18 Belle Vue Road, Cinderford, 


Gloucestershire. 
McKean, Kenneth, with Frank Brown & Walford, Finkle 
Chambers, Finkle Street, Stockton-on-Tees. 


Varty, Edward, with Albert Bell & Allan, St Nicholas 
Chambers, Amen Corner, Newcastle upon T'yne, 1. 


MEMBERS ADDRESSES WANTED 


The Secretary of the Institute would be glad to know 
the present addresses of the following members of the 
Institute. The town at which the member was last 
known is shown after each name: 


Edmund Leslie Burrows, A.C.A., Weymouth. 
Edward Haigh, A.C.A., London. 
John Robinson Potts, A.C.A., West Bromwich. 


Personal 


Messrs CRAIG, GARDNER & Co, Chartered Account- 
ants of Dublin and Belfast, announce that as from 
April 6th, 1954, they have admitted to partnership 
Messrs JOHN ANDERSON MILLIKEN, ca, JOHN 
REGINALD MORTON, A.C.A., JAMES MELDRUM HOWIE 
RUSSELL, B.A.(MOD.), A.C.A., and GORDON BUTTAN- 
SHAW, A.C.A., who will be attached to their Dublin 
office, and Mr James Epwarp NELSON, A.C.A., who 
will be at their Belfast office. Mr Grorce HILL 
TULLOCH, F.C.A., who has been the senior partner in 
the firm for many years, has now retired. 


Messrs HILL, VELLAcott & Bartey, Chartered 
Accountants of Bank Chambers, 39 Arthur Street, 
Belfast, and Messrs HILL, VELLacotTt & Co, Chartered 
Accountants of Law Courts Chambers, 33-34 
Chancery Lane, London, WC2, announce with deep 
regret the death, on April 4th, 1954, of Mr Joun 
BAILEY, F.C.A., the senior partner in Belfast and one of 
the senior partners in London. The practices will be 
carried on by the surviving partners. The names of 
the firms will remain unchanged, 


Messrs Price WATERHOUSE, Peat & Co, of 27 
Seliman Pasha Street, Cairo, announce that they 
have admitted to partnership in their Egyptian firm 
Mr H. Y. Hanna, M.com.(Cairo and Leeds), A.C.A. 


Mr P. SPENCE TAYLOR, F.C.A., who has carried on 
the practice of Messrs P. SPENCE TAYLOR & Co, Char- 
tered Accountants, of Birmingham, for a number of 
years, announces that he has taken into partnership 
Mr PETER WINDLE, M.A., A.C.A., and that the offices of 
the partnership have been moved to Guildhall 
Buildings, Navigation Street, Birmingham, 2. Tele- 
phone Midland 3059. 

Messrs Dixon, HopKInson & Co, Chartered Ac- 
countants, of Birmingham, London and West 
Bromwich, announce that they have taken Mr J. C. 


LEES, A.C.A., into partnership. The style of the firm 
remains unchanged. 


Messrs VASEY, OLIVER & Co, Chartered Account- 
ants, of 3 Westoe Village, South Shields, announce 
that, following the death of Mr J. G. YOUNGER 
F.C.A., they have admitted to partnership Mr Ivon! 
CHARLES STOREY, A.C.A., who served his articles with 
the firm some years ago. 


Mr Mark BANUS, F.C.P.A., and Mr Jonn POLLARD, 
A.C.A., practising as MARK Banus, POLLARD & Co, at 
4 Broad Street Place, London, ECz, announce that 
as from April 6th, 1954, they have admitted to 
partnership Mr LEONARD I. BRIEGAL, a.s.a.a., and. 
Mr Norman H. Davis, a.c.a. The name of the firm 
will remain unchanged. 


Professional Notes 


Mr J. A. Bennett, CA, secretary of John Dewas 
& Sons Ltd, has been appointed a director of the 
company. 

Mr A. R. Scott, c.a., has-been appointed chairman 
of Kuala Kangsar Plantations Ltd in succession te 
the late Sir Sydney Palmer, C.B.E. e 


Obituary 
JOB NIGHTINGALE DERBYSHIRE, F.C.A. 


It is with deep regret that we announce the death, last ` 
Tuesday, at his home in Loughborough, of Mr Job 
Nightingale Derbyshire, F.C.A., senior partner in the 
firm of Messrs Derbyshire & Co, chartered account- 
ants of Nottingham and London. He was eighty-seven. 

Mr Derbyshire had figured prominently in the public 
life of Nottinghamshire for many years. He had been 
a member of the County Council for almost twenty-five 
years and was an Alderman from.1931 to 1946. He 
was a Justice of the Peace for the city and the count 
and was High Sheriff of the county in 1942-43. 

Admitted an associate of the Institute in 1892, 
Mr Derbyshire was elected a fellow in 1897; be: 
was President of the Nottingham Society of Char- 
tered Accountants in 1917-18. He was appointed 
Financial Adviser and Director of Contracts (Mechan- 
ical Warfare) in 1917, and in 1918 he became Liquid- 
ator of Contracts (Mechanical Warfare) at the 
Ministry of Munitions. 

Mr Derbyshire’s interests extended far beyond 
his work on the County Council, and among the 
many offices he had held were: the vice-chair- 
manship of the Nottinghamshire Agricultural Wages 
Committee and of the North Midland Price Regula- 
tion Committee; the presidency of the Nottingham 
Mechanics Institution; the presidency of the local 
branch of the Discharged Prisoners Aid Society; 
membership of the Court of Nottingham University 
and of the College of Arts and Crafts. He had alsd 
been president of the Nottingham General Dis- 
pensary and Nottingham General Hospital, besides 
being chairman of many industrial undertakings. 

One of his great recreational interests was chess, 
and he was president of the British Chess Federation 
from 1942 to 1950. 
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In Parliament 
ENTERTAINMENTS Dury: RECEIPTS 


Bot Col BROMLEY-DAVENPORT asked the Chancel- 
lor of the Exchequer the present annual yield of 
entertainments duty for stage plays; and what will be 
the estimated reduction in the yield of such duty as a 
result of his proposal to reduce the amount of duty on 
admission payments by 4d. 

Mr H A. Buren: Particulars of receipts of 
entertainments duty from admissions to stage plays 
alone are not available but receipts from admissions 
to theatres and music-halls together amounted to 
£2°4 million in 1953-54. The cost of my proposal to 
reduce the duty charged on such admissions by $d is 
estimated at £175,000 a year. 


Bet April 13th, 1954. Oral Answers. Col. 953. 


‘Tax ALLOWANCES: FARES 


Mr JANNER asked the Chancellor of the Exchequer 
whether, in view of the high cost of fares, and the 
impossibility of knowing when they will be stabilized, 
be will consider allowing essential travel to and from 
work to count as an income tax allowance. 

Mr R. A. BUTLER: No, sir. 

Mr Janner: Why does the right hon. gentleman 
brush this very important matter aside in this way? 
Is he aware that a large number of people have had 
to move to districts a considerable distance from their 
work, that the fares which they have to pay are of a 
very substantial nature in comparison with what they 
earn, and that the cost of living is so high that very 
many. of them cannot afford these very heavy expenses? 
Will he reconsider the position? 

Mr Burer: The position has been before the 
Revenue authorities for many years. It has been 
ssible to differentiate fairly between persons who 
get compensating advantages in rent and so on in the 
places where they may be living, and others. Some 
may have cheaper rents, and that ought to be taken 
into account in giving them relief from income tax. 
The whole consideration has led to the negative 
answer which I have been obliged to give the hon. 
gentleman. 


Hansard, April 13th, 1954. Oral Answers. Col. 954. 


The Leeds, Bradford and District Society 
of Chartered Accountants 


The report of the committee of the Leeds, Bradford 
and District Society of Chartered Accountants for 
1953 records an active year with membership again 
increasing and reaching a total of 544 at February 
26th, 19 54» compared with 488 in the previous year. 
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A number of lecture meetings. were held in 1953 
and regular monthly luncheon meetings took place in 
Leeds and Bradford. The North Yorkshire and South 
Durham Branch of the Society also arranged a number 
of meetings as did the Huddersfield, Halifax and 
York Groups. 

The second residential course for articled clerks 
to be organized by a joint committee of the Society 
and the Leeds and Bradford Students’ Associations 
was held at Grantley Hall, near Ripon, in the spring 
and was most successful. The third course took place 
last month, again being held at Grantley Hall. 

The Society’s annual dinner was held in Leeds last 
October, when the President of the Institute and the 
Lord Mayor of Leeds were among the guests while 
the annual golf competition for ‘The Blackburn 
Cup’ was held at Headingley Golf Club and was won 
by Mr J. D. Alton, A.C.A. 

The following officers and committee of the 
Society have been elected for the ensuing year: 

President: Mr Derek Veale, M.A., F.C.A. 

Vice-President: Mr E. Sugden, F.c.a. 

Hon. Secretary: Mr K. G. Warriner, F.C.A., Martins 
Bank Chambers, Park Row, Leeds, r. 

Hon, Treasurer: Mr E. R. Longman, F.C.a. 

Hon. Auditor: Mr J. L. Simpson, F.C.A. 

Committee: Messrs C. W. Allan, B.COM., F.c.A. (Bradford); 
H. H. Blackburn, Sea, (Bradford); H Bolton, F.C.A. 
(Leeds); Cecil L. Davies, F.c.a. (Leeds); J. C. Dawson, 
F.C.A. (York); A. Dobson, F.c.a, (Leeds); C. A. Harrison, 
O.B.E., J.P., F.C.A. (Bradford); T. W. Hibbert, a.c.a. (Brad- 
ford); G. N. Hunter, J.P., F.c.a. (Leeds); E. R. Longman, 
F.c.A. (Leeds); G. P. Marsden, a.c.a, (Halifax); S. T. 
Milner, F.c.A. (Harrogate); J. W. G. Mitchell, F.c.a. 
(Bradford); C. D. North, F.c.a. (Batley); W. W. Powell, 
F.c.A. (Leeds); A. Rayner, B.SC., A.C.A. (Leeds); H. L. 
Simpson, F.c.A. (Huddersfield); G. W. Smith, F.c.a.. 
(Huddersfield); David Steele, r.c.a. (Bradford); E. Sugden, 
F.C.A. (Leeds); Derek Veale, M.A., F.c.A. (Leeds); Rupert 
Walton, F.c.a. (Leeds); Victor Walton, F.c.A. (Leeds) and 
K. G. Warriner, F.C.A. (Leeds). 

Mr C. W. Boyce, C.B.E., F.C.A., and Mr E. Duncan 
Taylor, F.c.A., are ex officio members of the Committee, as 
members of the Council of the Institute practising in the 
district. 

The representatives of the North Yorkshire and South 
Durham Branch are Mr H D. Anderson, F.C.A. » Chairman, 
and Mr C. H W. Sansom, F.c.a., Hon. Secretary. 


NORTH YORKSHIRE AND SOUTH DURHAM BRANCH 
The membership of the Branch showed a further 
improvement in 1953 and now numbers eighty-six.’ 

The lecture meetings held during the year were 
well attended and the annual dinner held in Darling- 
ton in November was a great success. Members of 
the Branch continued to give their assistance to the 
North Yorkshire and South Durham Chartered 
Accountant Students’ Society which was formed in 


1gsi. 


-JOHN FOORD & COMPANY 


i» Sé VICTORIA STREET, LONDON, SWI 


Telephone: Victoria 2002 (3 lines} 


VALUERS AND ASSESSORS 


OF WORKS, FACTORIES, PLANT & MACHINERY, Etc. 
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Union of Chartered Accountant 
Students’ Societies 


Members of chartered accountant students’ societies 
are reminded that all students’ societies welcome to 
their meetings members of other societies who are 
temporarily in their area. 

There is also an arrangement for transfer of mem- 
bership without additional fee for members who 
permanently, change their district. Such interchange 
should be carried out through the secretaries of the 
societies concerned. 

A list of towns where students’ societies hold meet- 
ings will be found on the cover of this issue of The 
Accountant. 


Chartered Accountants’ Hockey Club 
REPORT TO MEMBERS FOR 1953-54 SEASON 


The Hon. Secretary of the Chartered Accountants’ 
Hockey Club writes as follows: 

The club membership continues to grow and is 
now composed of seventy-two players, almost equally 
divided between members and aarticled clerks, 
including twelve county players. The membership, 
which is composed of players largely from London 
and Home Counties’ clubs, also includes players from 
Colchester, Derby and Swansea. It is the policy of 
the hockey club committee to give each player at 
least one game a season and the club fixture list has 
been extended as the membership has increased. 

It has been a successful season and the results of 
the matches played have been as follows: 


v. Bank of England Institute lost 1-5 
v. ep (Summer fixture) ,, won 4-3 
e, Law "Society SS aah ag eg won 4-2 
v. Stock Exchange .. ex P won 4-2 
w. Chartered Surveyors ; S lost 2-3 
v. Oxford University Occasionals drew 2-2 


Members v. Articled Clerks Articled Clerks won 4-I 
Articled Clerks v. Solicitors’ 
Articled Clerks Ke 3 em lost 4-5 

The fixture list is being extended for next season 
and will include the Insurance Hockey Association 
together with the club entry in six-a-side tournaments. 

New players are welcomed (in particular one or two 
goalkeepers), and are invited to get into touch with 
the Hon. Secretary, Mr C. O. Merriman, A.C.A., at 
3 Frederick’s Place, Old Jewry, EC2. 


Banking and Insurance Survey 


The Financial Times annual Banking and Insurance 
Survey is to be published next Monday. It will be 
48 pages in size and will discuss trends in the two 
spheres during the past year. The banking section 
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will be international in scope, reviewing experience 
in over twenty countries besides the United Kingdom. 

The insurance section will contain articles devot 
to particular sections of the industry, including 
ordinary and industrial life, marine, fire, motor 
and general accident and will discuss the demand for 
the newer types of insurance. 


Bank Holiday Crossword: Solution 


The solution to the crossword problem compiled 
by Mr J. Rose, A.C.A., which appeared in our last 


issue 1s as follows: 

Across: 1, 9. Balance Sheet; 5. Revenue; 10. Directors; 
11. Dishorner; 12. Spoor; 13. Screamers; 16, Lars: 17. 
Ormes; 18. Scrap-heap; 20, 22. Final Dividends; 24. Pro- 
vision; 25. Tacna; 26. Needing; 27. Reserve. 

Down: 1. Besides; 2. Leeds; 3. Nationals; 4. Endangers; 
5, Rarer; 6. Vices; 7. Neologize; 8. Ensures; 14. 4. Roma 
nose; 15. Scrivener; 16. Lapidates; 17. Offspin; 19. 
Passage; 21. Luigi; 22. Doing; 23. Nicer. 


SEVENTY-FIVE YEARS AGO 
From The Accountant op APRIL 26TH, 1879 - 74 
From a leading article 
Tue COMPULSORY AUDIT OF BANKING ACCOUNTS 


The Chancellor of the Exchequer, in bringing in 
the Banking and Joint Stock Companies Bill on 
Monday, made certain statements which are neces- 
sarily of interest to accountants generally, and 
particularly to that branch of the profession which is 
concerned with the important work of auditing. We 
are not concerned to enter into any consideration of 
the general scope of the Bill. It suffices for our 
purpose to note that the Government is fully pre- 
pared to recognize the safeguard which lies in’ 
system of compulsory audit, and that the Bill-w 
provide for an independent examination of the 
accounts of banking concerns. And it is satisfactory 
to observe that this provision is hailed as a valuable 
one by the leading organs of public opinion. The only 
drawback to the disposition thus shown is, as it 
appears to ug, 3 manifest tendency to circumscribe 
the work of the auditor. It would perhaps be scarcely 
fair to enter into any strict criticism of the sketck 
drawn by the Chancellor of the Exchequer; otherwise 
it would not be difficult to show the. deceptive 
character of any examination of the books “assuming 
their correctness” as the basis of the audit. The 
essentials of a thorough audit, on the contrary, are 
of a precisely opposite character; the auditor shoulc 
be expressly enjoined to look into everything fo: 
himself, to trace. everything from its source, and tc 
take nothing for granted. 
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SECOND INTERIM REPORT 
P.A.Y.E. AND PERSONAL RELIEFS 


HE Royal Commission on the Taxation of Profits and 

Income has made a second interim report which was 

published on Tuesday as a Blue Book. It is divided into 
two parts; one dealing with the taxation of wages and salaries, 
and one dealing with what it calls ‘graduation and differentiation’, 
that is, personal reliefs and surtax. 

The Commission was appointed in January 1951, under the 
chairmanship of Lorp Conen, who was later succeeded by 
Lorp Rapcurrrt. Its terms of reference, as revised in March 1952, 
are as follows: 

“To inquire into the present system of taxation of profits and income, 
including its incidence and effects, with particular reference to the 
taxation of business profits and the taxation of salaries and wages: to 
consider whether for the purposes of the national economy the 
present system is the best way of raising the required revenue from 
the taxation of profits and income, due regard being paid to the 
points of view of the taxpayer and the Exchequer: to consider the 
present system of personal allowances, reliefs and rates of tax as a 
means of distributing the tax burden fairly among the individual 
members of the community: to make recommendations bearing in 
mind that in the present financial situation it may be necessary to 
maintain the revenue from profits and income: and, in so far as they 
make recommendations which would on balance entail a substantial 
loss of revenue, to indicate an order of priority in which such recom- 
mendations should be taken into consideration.’ 


The report now published deals with 


‘the présent system of personal allowances, reliefs and rates of tax as 
‘a means of distributing the tax burden fairly among the individual 
members of the community’. 
A summary of the recommendations follows this article. 

The extensive recommendations for detailed changes in the 
various personal reliefs show at once that two drastic reforms 
which were urged upon the Commission and were the subject of 
its earlier public sessions have been rejected. One was that income 
tax on wages and salaries be integrated with the system of social 
security — national insurance contributions being replaced by a 
flat-rate tax, and income tax allowances being replaced by cash 
payments based on family circumstances. The other was that the 
P.A.Y.E. system be drastically simplified in order to obviate the 
need for returns of total income and annual computations. Both 
these suggestions assumed that the existing P.A.Y.E. system 
operated as a strong disincentive, but evidence set out in the 
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report indicates that the disincentive effect has 
been much exaggerated. Very few workers, says 
the report, have sufficient knowledge of the way 
they are affected by the tax to be able to take 
that factor accurately into account in deciding 
upon behaviour at work. 

Simplicity can only be secured at the expense 
of equity, and in the Commission’s view there is 
more need in equity to adjust tax to individual 
circumstances in the lower income levels than 
in the upper income levels. However, the report 
does contemplate ‘a good deal of administrative 
simplification by the simple device of raising the 
effective exemption limits: thus taking large 
numbers of the less remunerative taxpayers out 
of the tax field. This change has regard, not 
merely to administrative saving, but to what the 
Commission calls the ‘automatic stiffening of the 
tax burden’ by reason of the decline in the value 
of money and the consequent increase in money 
wages unaccompanied by a correspondingly 
improved standard of living. 

For single persons, the most modest of the 
alternative exemption schemes put forward would 
make the effective exemption limit £183, consist- 
ing of the existing personal allowance of £120, 
plus a minimum earned income relief of £63. 
This minimum would be increased by two-sevenths 
of any increase in total allowances above £120. 
The earned income relief would continue to be 
two-ninths, so that only persons in the lower in- 
come groups would benefit from the new minima. 

The new minima would not be confined to 
earned income, but in the case of other income 


would be taken as 


‘two-ninths of the sum by which the owner’s income 
falls short of the figure at which the minimum 
earned income relief would cease to afford him any 
benefit if he had possessed instead an earned 
income of the same total amount’. 


This would certainly give rise to some involved 
explaining over income tax office counters; or 
perhaps the Commission is satisfied that tax- 
payers will go on paying without trying to find 
out how the tax is determined. 

The Commission rejects the suggestion that 
married couples should be treated as separate 
individuals for tax purposes. It is sceptical of 
the argument that men and women are in fact 
_dissuaded from marriage by ‘nice calculation of 
the financial odds’, and it regards the treatment of 


THE ACCOUNTANT 


a married couple as a single taxation unit as being 
fairer to those concerned. On the other hand, no 
recommendation comes from the ees, 
Commission that a child’s income be aggregate 
with that of its parents. A minority of four recom- 
mends aggregation, but, by a process of reasoning 
which seems unconvincing, would confine aggre- 
gation to the child’s investment income. 

The present figure of {120 for wife’s earned 
income relief is regarded by the Commission as 
too high in relation to the single personal relief 
of the same amount, bearing in mind that the 
husband also receives an allowance of £210. On | 
the other hand, it is recommended that a minimum 
earned income -relief be granted for à marsitc 
woman’s separate earnings. No precise figure is 
given for either the reduction in the present £120 
or for the minimum earned income relief. In 
general, it is considered that ‘trivial earnings’ be 
exempt. The wording of the report is such as to 
imply that ‘trivial’ investment income of a 
married woman should enjoy an exemption under 
the new proposals, but there seems to be little 
justification for such munificence. 

Another recommended con¢ession for the 
married is the discontinuance of the system 
under which the maximum earned income relief 
for a single person is divided between the two 
spouses. Whereas the maximum earnings of an 
individual qualifying for the full rate would be 
£2,500 (as against the present £2,025), that for-¢ 
married couple would be £4,000. The single 
person would receive earned income relief at 
half rate on a further band of £500, while the 
married couple would receive half rate on a 
further band of £1,000. These new maxima 
would involve a surrender by the couple of the 
extra {90 personal allowance at present granted 
to the husband. 

The Commission were pressed to recommend 
allowances for all kinds of special expenditure, 
particularly school fees. To all these claims the 
Commission’s reply is that the administration of 
income tax 

‘cannot proceed on the basis of minute inquiries , 

into a multiplicity of personal See 

individuals. The range of allowances must 
limited to certain broad categories of distinction 
that commend themselves by their obvious justice: 


they must be simple in their terms and free from 
detailed refinements’. 


While agreeing with this statement, we would 
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draw attention to an earlier part of the report 
where, in rejecting the ideal of integrating 
g@ercome tax with social security, the Commission 
puts forward the difficulties which adjustments for 
bank and building society interest would give 
rise to. In a leading article on this subject in our 


issue of June 30th, 1951, we questioned the 


convention under which the ‘interest’ portion of 
repayments to a building society — which can only 
be arrived at by calculation — should be allowed 
for income tax, but not the interest portion of 
hire-purchase charges. It is difficult to see 
how this distinction ‘commends itself by its 
obvious Justice’. 

* However, the advocates of relief for school fees 
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are in a sense catered for, in that the Commis- 


sion recommends higher child allowances for 
higher income groups. Moreover, certain reliefs 
from surtax are to be given to the family man. 

Of the remaining recommendations, perhaps 
the most novel is an allowance of not less than 
£100 to a taxpayer who is suffering from “grave 
incapacity’, which the Commission would define 
as equivalent to 100 per cent of total disablement 
as applied for war pensions. The Commission 
recommends that a person who attains the age of 
seventy-five should be automatically entitled to 
disability allowance. 

We hope to return to the report in subsequent 
issues. 


SUMMARY OF RECOMMENDATIONS 


The principal recommendations which the Royal 
rSommission makes are summarized as follows: 

(1) A specific minimum relief should be introduced 
for the purpose of affording a graduated exemption 
limit in favour of the smallest incomes. 

(2) In combination with this there should be a 
‘reduction of the amount of the special personal 
allowance granted to a married woman in respect of 
her earnings. 

(3) In order to counteract the tendency of the 
present tax structure to overrate, in the middle and 
upper income ranges, the taxable capacity of the 
family man as compared with that of the taxpayer 
without dependants: 


_(a) the child allowance should, within fixed limits, 
vary with the size of the taxpayer’s income, 
according to the scale: 


Not over £850 £85 


Over £850 but 
not over {1,000..10 per cent of income 
Over £1,000 £100 plus 6 per cent of 
the excess of the income 
over £1,000, but subject 
to a maximum of £160, 


_ (b) the starting point for surtax (now uniformly 
£2,000) should vary with the taxpayer’s family 
circumstances, becoming {1,500 for a single 
man and £2,000 for a married man without 


. children, increased by {160 for each child in ` 


respect of whom the taxpayer is entitled to 
receive child allowance. 


4) The child allowance should be extended subject 

a tapering provision instead of ceasing abruptly 

when the child’s own income exceeds an arbitrary 
figure. 

(5) The title to child allowance of an adoptive 
parent who maintains it should not be defeated by 
the claim of the natural parent if the latter makes no 
contribution to the cost of its maintenance; and where 


both contribute to the cost the allowance should be 
apportioned. 

. (6) The conditions governing relief in respect of a 
child over 16 undergoing apprenticeship should be 
simplified and brought into line with those applicable 
to the case of full-time education: 

(7) Child allowance (and not dependent relative 
allowance) should be granted where a child over 
16 and under 21 is or becomes incapacitated. 

(8) Dependent relative allowance should be avail- 
able without proof of incapacity where the mother of 
the taxpayer (or of his wife) has been deserted by Her 
husband. 

(9) The title to housekeeper allowance of a ds 
or widower who requires assistance in looKing after a 
young child should not depend upon the employment 
of a housekeeper who is resident with the claimant. 

(10) Suitable provision should be made to regulate 
cases where a taxpayer is ostensibly entitled to allow- 
ances for the same person in two different capacities, 
or where two different taxpayers each have a claim 
for an allowance in respect of the same person. 
~ (11) Grave incapacity (comparable tothe 100 per 
cent disability recognized in the administration of 
war pensions) should give rise to a claim for a tax 
allowance, which should be at least £ r00. This would 
supersede the anomalous and limited relief that is 
now available in those cases where an incapacitated 
taxpayer has an unmarried daughter to look after him. 

(12) The housekeeper allowance now granted solely 
on account of the taxpayer’s widowed status and 
without reference to the care of young children 
should be abolished. 

(13) The upper limit of earned income relief should - 
be raised from {2,025 to £2,500 and the relief should 
be extended at half the full rate to the slice of income 
between £2,500 and £3,000; a further extension 
should be conceded (subject to the surrender of the 
net marriage allowance) where both spouses have 
earned incomes. 
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THE FINANCE BILL, 1954-II 


to deal seriatim with the provisions of the 
Finance Bill which are of interest to the 
accountancy profession, beginning first with 
income tax and proceeding with profits tax and 
estate duty before dealing with indirect taxation. 


[e this and succeeding articles it is proposed 


Clause 13: Charge of Income Tax for 1954-55 
Clause 13 provides as follows: 

‘13. — Income tax for the year 1954-55 shall be 
charged at the standard rate of nine shillings in the 
pound and, in the case of an individual whose total 
income exceeds two thousand pounds, at such 
higher rates in respect of the excess over two 
thousand pounds as Parliament may hereafter 
determine.’ 

Nine shillings in the pound is a staggering rate 
after eight years of peace, exceeding even the 
rate in 1940-41, although owing to a more 
generous system of personal reliefs it bears less 
heavily in the smaller incomes. 

‘Lhe ‘higher rates’ referred to in the clause are, 
of course, the surtax rates. As surtax for 1954-55 
does not become due until January 1st, 1956, it is 
not necessary to fix the rates at this date. 


Clause 14: Further Repayment of 
Post-war Credits 


Clause 14 (1) provides as follows: 


‘(1) Where a man or woman who has died or 
become bankrupt would, but for that, be entitled 
on making the proper application under Section 
26 of the Finance Act, 1946 (which provides for 
the repayment of post-war credits to elderly 


persons), to payment of a post-war credit to which 


that section applies, then (subject to the provisions 

of this section) the person for the time being having 

the title to the credit shall be entitled to receive 
the payment.’ 

The section referred to provided for pay- 
ment for the years 1941-42 to 1943-44 inclusive 
to men over 65 and women over 60. Its operation 
was extended by Section 16 of the Finance Act, 
1947, to include 1944~45 and 1945-46, i.e. to 
cover all the years to which post-war credit 
applies. The applicant need not be the original 
taxpayer but, if he was not, his title to the credit 
must not have arisen by virtue of any assignment 
or charge, other than an assignment by the 
personal representatives of a deceased person 
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to a beneficiary under the will, or on the intestacy 
of the deceased person. He had to be entitled to 
the credit for his own use; a trustee could not 
claim on the grounds of his own age. On the 
other hand, a person who had been entitled to 
the credit for his own use and had gone bankrupt 
would cease to be entitled, since the title would 
be automatically transmitted to the trustee in 
bankruptcy. 

It might thus happen that, although the 
original taxpayer had long passed the qualifying 
age, the credit was still not payable. Where it 
was bequeathed to a charity, which being neither 
a man nor a woman can never claim under 
Section 26, there could be no benefit under the 
section. Clause 14 (1) now provides for payment, 
wherever the original taxpayer has reached the 
required age, or would have done so if still alive. 
It is to be observed that the claimant need not be 
a man or a woman and need not be entitled to the 
credit for his own use. Thus, a trustee in bank- 
ruptcy to whom the title has passed may make the 
claim, as may a corporate body. Clause 14 (5) (a) 
defines the person having title to a credit as 
being the person who, on the date being fixed for 
the general crediting of amounts under Section 
7 (1) of the Finance Act, 1941, would be entitled, 
to have the amount credited to him by the 
Treasury. In theory, there are no ‘credits’ yet in 
existence, but only amounts ‘recorded’ under 
Section 7 of the 1941 Act. 


Restrictions on Assignment 
This extension of the right to claim payment has 
to be read subject to Section 7 (4) of the Finance 
Act, 1941, which is as follows: 


‘(4) Any assignment of or charge on any amount 
to be credited under this section, and any agree- 
ment for any such assignment or charge, shall be 
void, and any such amount shall be exempt from 
death duties payable on any death occurring before 
the date fixed by the Treasury under subsection (1) 
of this section: but any claim to any such me 
shall, subject as aforesaid, be transmissible as if } 
were a debt due from the Crown, and referencés 
in the foregoing provisions of this section to an 
individual, a man or his wife shall, except where 
the context otherwise requires, be deemed to 
include references to persons claiming through or 
under them respectively: 
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‘Provided that nothing in this subsection shall 
affect any assignment or charge made by the 
„personal representatives of any person acting in 
their capacity as such, or any agreement for any 
such assignment or charge.’ 

Moreover, the scope of the above proviso is 
cut down by clause 14 (2). This provides in effect 
that, notwithstanding the fact that an assignment 

is within the proviso, it is nevertheless void 
unless either: "` l 


(a) it is made before the commencement of 
the Finance Act, 1954, i.e. ‘before the 
present Bill receives the Royal Assent; or 


(b) it is made to a legatee, i.e. a person taking 
Can property or interest in property, 
whether beneficially or not, under the 
deceased person’s will or intestacy (clause 

14 (5) (b)); or 
x (c) it is made to a creditor of the estate and the 
= estate is insolvent, or would be but for the 

credit. 


“Assignments which satisfy only the first of the 

above three tests will not be void, but they will 
not give rise to a right to payment under clause 14 
unless they were made before April 6th, 1954, 
i.e. before the Budget speech. However, assign- 
ments or charges made to give effect to agree- 
ments enforceable against the persons making 
the assignments or charges, are to be treated as 
having been made at the time of the agreement, 
, for the purposes of clause 14 (2). It need scarcely 
be added that an agreement entered into after 
the commencement of the Finance Act, 1954, to 
make an assignment or charge, will also be void 
unless it falls within (b) or (c) above. 

Clause 14 (2) is by no means crystal clear. It 
is arguable that where an assignment is made 
after April 6th, 1954, the assignee will not be 
entitled to payment even though he satisfies (b) 
or (c) of the above tests. If that view were correct, 
it would follow that personal representatives 


would be ill-advised to make assignments of the ° 


credit itself, since thereafter neither they nor the 
assignee would be entitled to payment. They 
ee be better advised to claim the payment 

emselves and hand it over to the person entitled. 
However, the official view is that where the case 
falls within (b) or (c), assignment after April 6th, 
1954, will not disqualify for payment. 

Thése restrictions on assignments and charges 
do not apply to transmissions as where a person 
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dies or becomes bankrupt and his credit becomes 
vested in his personal representatives or trustee 
in bankruptcy by operation of law. 


Clause 14 (3): Written Application 
and Evidence Required 

Clause 14 (3) provides that payment under the 
clause shall not be made unless the claimant 
makes a written application in such form as the 
Inland Revenue may require and satisfies them 
of his right. Moreover, they may require such 
evidence as they think fit in support of the 
application. This does not mean that strict proof 
of title will be required in every case. It is 
understood that birth certificates will not be 
essential to prove that a person whose age is in 
question was born sixty-five (or sixty) years 
before the application; it may be enough to state 
the exact date and place of birth. Under the 
regulations already in force, it is necessary to 
give the National Registration identity number, 
but this is now practically a dead letter. As to the 
transmission or devolution of a title to post-war 
credit, this will normally have been inquired 
into when the person formally entitled died or 
went bankrupt and the title of an applicant can 
thus normally be checked by reference to the 
Inland Revenue’s own records. 

Leaflets explaining how to claim, together with 


claim forms, will probably be available in post 


offices as from about July sth next. As regards 
fraudulent claims, clause 14 (4) incorporates 
Section 26 (6) of the Finance Act, 1946, which 
imposes penalties on any person who in connec- 
tion with an application for payment makes a 
statement which he knows to be false in any 
material particular, or recklessly makes a state- 
ment which he knows to be false. The penalties 
are three months’ imprisonment and a fine of £ 100. 


Clause 14 (6): No Payment 
before August 9th 
The Finance Bill will no doubt become law well 
before August, but clause 14 (6) prohibits any 
payment under the clause before August gth this 
year. To obviate delay it provides that anything 
done after July 4th, 1954, with a view to making 
payments as soon as possible after August 8th 
will be valid even if the Act has not been passed 
at the time. July 4th is presumably the date by 
which the debate on the Bill is likely to be finished. 


470 


Clause 14 (4): Payments to be 

Made out of Consolidated Fund 
As indicated above, clause 14 (4) Imports, into 
the clause, Section 26 (6) of the Finance Act, 1946. 
It also imports Section 26 (7), (8) of that Act. 
Under Section 26 (7) the Inland Revenue are to 
receive out of the consolidated fund the moneys 
required by them for the payment of credits. 
Section 26 (8) empowers the Treasury to raise 
money for the purpose in any manner in which 
they are authorized to raise money under the 
National Loans Act, 1939. Securities created and 
issued under the subsection are to be deemed for 
all purposes to have been created and issued 
under that Act. The CHANCELLOR expressed the 
hope in his Budget speech that recipients of 
post-war credit payments would invest them 
wherever possible. If his hopes are realized, the 
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whole business will be little more than a matter 
of book-keeping. 

The amount involved is considerable. Under 
the existing law, payments amounting to about 
£17 million a year are already being made. The 
new proposal is estimated to add another {19 
million in 1954-55 and another £2 million a year 
thereafter. These payments rank as ‘below the 
line’ expenditure. The amount of post-war 
credits outstanding at the end of March 1954 
was no less than {£564 millions. Under the 
original legislation, payment was to be made ‘so 
soon as may be after the termination of hostilities 
in the present war’. In his Budget speech, MR. 
BUTLER did not refer to these words, but he did 
refer to a speech by the CHANCELLOR on the 1941 
Budget, in which stress was laid on the necessity in 
the post-war period of keeping down expenditure. 


THE ASSOCIATION’S YEAR 


for 1953 which we published two weeks 

ago, indicate that the Association of Certi- 
fied and Corporate Accountants, now in its 
fiftieth year, continues to make sound progress. 
The membership at the end of the year was 8,908 
(it is now over 9,000) and there are about 8,500 
registered students. The number of successful 
candidates for the June and December diets of 
examinations was in all 1,634, or 43 per cent of 
the total entry. 

These figures would seem at first sight to 
suggest absolute solidarity but, as LORD LATHAM, 
J-P., F.A.C.C.A., points out in his presidential 
address ~ extracts from which are reproduced 
elsewhere in this issue — at the annual general 
meeting of the Association held on Tuesday, mere 
numbers, whether of members or of students, are 
not enough. The ideals of a professional body are 
lamps of truth which must constantly be trimmed 
if they are to be kept consistently bright. The 
bond between the body and its members must 
extend, in Lorp LaTHam’s phrase, ‘far beyond 
the issue of a certificate of membership on the 
one hand and the payment, however prompt, of an 
annual subscription on the other’. 

In his comments on the Budget, Lorp LATHAM 
attributes the CHANCELLOR OF THE EXCHEQUER’S 
reticence to grant further taxation reliefs to fear 
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of what repercussions the development of the 
threatened trade recession in America might 
have on our own economy. He deplores Mr 
BUTLER’S immediate inability to implement any 
of the recommendations of the recently published 
MILLARD ‘TUCKER report on the taxation treat- 
ment of provisions for retirement, but welcomes 
the proposals for investment allowances in placal 
of initial allowances, both for the encouragement 
they should give to industry to modernize its 
equipment and for the recognition thereby: 
implied of the substantial gap between historical 
costs, on which depreciation allowances are at 
present based, and replacement costs. 

Lord LATHAM ends that part of his address 
which deals with current affairs with an admirably 
reasoned plea for the simplification of the existing 
tax laws. His idea, made in the full realization 
that constitutional considerations might render it 
impracticable, of a permanent advisory council 
composed of Inland Revenue officials, outside ex- 
perts, and representative taxpayers, is one to 
which further consideration might well be o 

After holding office for three of the most event 
ful years in the history of the profession, Lorp 
LATHAM is succeeded as President by Mr WILLIAM 
MACFARLANE GRAY, F.A.C.C.A., his Vice-President 
throughout that period, to whom reference is 
made in a Weekly Note on another page. 
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DAYS FROM MY DIARY | 


by A MARTYRED ACCOUNTANT 


Thursday, 1st-Heavenly morn. Am driven from city 
mt Croydon way in chariot of Wing-Commander E., 
whose trump-like horn sounds incessantly; destination, 
ubilee meeting of E. Ltd (purveyors of angelica). 
Celestial nature of company emphasized by throng 
of executives in white garments; no music, however, 
xcept speech from chair, which sings praises of 
E. Ltd wares, in fact harps on about them till nudge 
ay wholly-out-of-place director (vice-chairman L.) 
srompts distribution of jubilee bonus, in which 
wuditors loftily ignored. Thereafter, have to get back 
o earth and own office; inquire nearest station, am 
old-to-follow St Peter’ s Road till I come to Purley 
sates. 


Tuesday, 6th (Budget Day) - 
Chicory chicory chock 
` The butler stopped the clock; 
bo His speech struck one 
As greater fun 
If for liquor he’d pick a rich hock. 


Mr Millard Tucker 
Slaved for his supper; 
Where will it leave our 
Grey hairs? In the gutter? 


Rock-a-bye, farmers, 

in your down-beds! 

If prices fall, 

Don’t worry your heads. 
If you would buy 

A brand-new divan, 
Investment Allowances 
Mean that you can. 


saturday, 10th — First quick glance through The 
iccountant reveals continuance of interesting replace- 
nent cost correspondence. Envisage time when 
iistorical cost normally exceeds replacement cost, 
hanks to investment allowances and steady prices; 
ywroviding perhaps fresh angle for letter-writers. 
{urn attention to possibly more practical problem — 
vhat is proper balance sheet cost of asset which has 
ittracted such allowance? Unable to find conclusive 
inswer, shall look for it in future issues. 


Nednesday, 14th — 
n point about ‘one estate’ treatment of maintenance 
James, No apparent progress between 3.30 p.m. and 
Es m. Then he says, ‘You'll have cup of tea, won’t 
eply that as this seems all am likely to get out 

fh him, I may as well. Enter lady with subdued smile, 
wo cups and a plate of something. ‘Bless my soul, 
ays he, ‘Td quite forgotten!’ She indicates typed 
ote on plate and retires. He describes staff’s little 
und, instituted by female element, to buy each 
rember his or her favourite cake for tea on birthday. 
How they got my date, or my weakness for rum babas, 


t 


Sticky interview with Inspector - 


er 


I don’t know,’ he says. ‘But here we are. Have onel’ 
Accept. First startling squelch exudes real rum. 
Inspector meanwhile consumes three. Thereafter 
interview only sticky in literal sense; he beams warmly 
and concedes my main point. Depart wishing him, 
quite sincerely — and, as Inspector, most appropriately 
+ many happy returns. 


Sunday, 18th — Church, followed by brief chat 
with vicar. Everyone, even clergy, seems to have 
own special grouse about taxes, to which I have to 
listen. Vicar recites his in verse which owes somerming 
to Lewis Carroll: 
The parson during Eastertide ` 
Was counting from the plate; 
He wept like anything to see 
The quantities dilate. 
‘If this were only bookies’ cheques,’ 
He said, ‘it would be great!’ 


Tuesday, 20th — Absence of partner means unaccus- 
tomed job interviewing applicants for sec/sh/typ 
position. First proves to be statuesque female who 
states requirements with enviable fluency, viz.: (a) no 
Saturday work or overtime; (b) office of her own; 
(ch salary increase and/or bonus after three months; 
(d) free lunches; (e) electric typewriter; (f} three weeks 
holiday with pay next August. Manage to insert 
query (edgeways) — why is she leaving present post? 
Appears boss has told her he cannot pay her what she 
is worth, adding that elsewhere she could get whatever 


she cared to ask for. Splendid way ro. part with 


unwanted staff, but perhaps a little unscrupulous! 


Friday, 23rd — Wife, daughter and sister-in-law 
have departed for week in Paris. Will do them good. 
Self to spend time idly at home, in charge of two sons 
and nephew. Will do me good — perhaps. Dispose 
of morning chores; faces, teeth and breakfast things 
are clean, boys playing in garden. Settle down 
with stack of files to write urgent report. Complete 
first sentence. Back door bell. Pay milkman. Get to 
middle of second sentence. Telephone. Order 
required for groceries. Promise to ring back; after 
twenty minutes compiling schedule, do so. Resume 
report, reach middle of second paragraph. Yell from 
garden. Little Bill has fallen down, brings distress 
indoors at full speed, reaches best parlour before 
disclosing site of fall- muddy pond at bottom of 
garden. Clean Bill. Attempt to clean best carpet. 
Return to report, but Bill has now ‘nothing to do — 
can he help with my work? Start camp fire, leave 
boys boiling potatoes.in tin. Resume report. James 
at window: fire has gone out, can he use paraffin? 
Look at watch — time to go shopping. Read through 
last sentence, which fails to make any sense whatever, 
put report away, cross fingers and hope to survive 
rest of week. 
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VALUATION OF SHARES 
MINORITY HOLDINGS IN PRIVATE COMPANIES 


Methods of Approach | 
With Particular Reference to the Case of In re Holt 


by H. ALLAN ASTBURY, F.C.A. 


HE subject for discussion is the valuation for 

estate duty of minority holdings of shares in 

private companies with particular reference to 
the case of In re Holt! in which Mr Justice Danckwerts 
gave judgment on November 25th, 1953. 


Preliminary Remarks 


In the time available I cannot 
examine in detail all the different 
factors which have to be con- 
sidered by an accountant before 
putting forward his valuation of 
a private company’s shares for 
estate duty purposes; nor can I 
deal with all the detailed con- 
siderations taken into account in 
the case of In re Holt. It is, how- 
ever, my intention to put before 
you a summary of the various 
methods of valuation applied by 
the expert witnesses in that case 
and the judge’s comments there- 
on. 
Arising from that, I suggest 
that all of us in future will derive 
some real guide to the methods 
of approach in valuing a private 
company’s shares for estate duty 
purposes. This has always been 
recognized as one of the most 
difficult tasks that an account- 
ant has to undertake, the reason 
being that there is no definite guide in the shape of a 
stock exchange quotation to aid him in arriving at a 
valuation. 

I have studied the judgment of Mr Justice 
Danckwerts, and I quote extensively therefrom later 
on. I have not, however, had access to the complete 
report of the proceedings. 

At the outset it is. necessary for me to stress that 
we are considering the valuation of minority share- 
holdings only, i.e. a shareholding which gives the 
owner no power to influence the policy of the 
directors. 


A lecture delivered at a meeting of the North London 
Discussion Group of Chartered Accountants on February 
18th, 1954. Mr H. Maynard, F.c.a., was in the chair. 


t32 AT.C. 402: 





Mr H. Allan Astbury, F.C.A. 


Before discussing the various methods of valua- 
tion employed by the expert witnesses in In re Holt, 
I must refer to the following basic points and 
principles of law brought out in an address be Ma 
L. C. Graham-Dixon, oc? 


Basic Points and Principles 
of law brought out in Mr 
Graham-Dixon’s lecture 


The valuation of shares Si 
estate duty is governed by 
Section 7 (5) of the Finance 
Act, 1894, which lays down that 
the principal value of any 
property for estate duty pur- 
poses is: 


‘to be the price which in the 
opinion of the Commissioners 
such property would fetch if 
sold in the open market at the 
time of the death of the de- 
ceased’. 


The important points are: — A 

(i) the words ‘in the opinion 

of the Commissioners’ do 

not mean that the tax, 

payer is at the mercy of 

the Commissioners. Al- 

though the Statute puts 

on them the burden of 

forming an opinion, Sec- 

tion 10 of the Act gives 

the taxpayer the right to appeal against their 
determination; 

the word ‘if? emphasizes that the whole 

affair is problematical. Mr Graham-Dixon 

said that one has at least to try to put oneself 

in the position of the hypothetical purchaser 

with the money, and to ask what questions he 

would ask, to find out whether or not hej 

could do better with his money elséwherg 

thus comparison with other securities and 

comparable yields thereon is necessarily in- 

volved. That is why, he said, there is not 

really anything mysterious or abstruse about 


(ii) 


2? Published in The Accountant dated January 16th, 1954. 


_A lecture delivered to the London and District Society of 


Chartered Accountants. 
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it, and it seems that hard, practical, business 
common sense has a good deal to say in this 
—~-- connection; 

vm the words ‘open market’ mean a sale from 

which no particular purchaser is excluded; and 

(iv) circumstances after the time of death are not 

taken into account. 

Mr Graham-Dixon then went on to deal with 
certain vital principles laid down by case law which 
have to be taken into account when a valuation is 
made. 

The first relates to the Mann Crossman case! in 
which the House of Lords decided, by three to two, 
that restrictions in the articles of association of a, 
company, relating to transfers of shares, must be 
left out of account, and it must be assumed that the 
buyer-will get on the share register. However, the 
buyer of the shares must also bear in mind that, if 
he should wish to sell his shares, his buyer might 
not be put on the register. That was a material 
element affecting the price. 


ZS Sie this point the judge used words which we may 


ar quoted on many occasions in the future: 


‘the result is that I must enter into a dim world . 


peopled by the indeterminate spirits of fictitious 

or unborn sales’. 

The second point of principle, already mentioned 
above, is that knowledge acquired after death is 
inadmissible in considering the question of value. 

The third point is that the notional buyer must be 
assumed to be a-prudent fellow who will have 
acquainted himself with all relevant facts, i.e. he is a 
sensible investor. 

The fourth point is that, if it is found that a higher 
(price cari be obtained by selling the property in 
pieces than by selling to one buyer, the former is the 
open market value. 


Summary of Facts in the case of In re Holt 


‘In order to save time, I have circulated to you a 


summary of the case, as given on page 71 of The 
Accountant dated January 16th, 31954, and wish 
merely to draw attention to the salient facts regarding 
the company, which caused such a variation of 
opinion among the experts attempting to value the 
ordinary shares of the company. 

In the first place, the company operated in West 
Africa and it was agreed that the trade was subject 


to heavy fluctuations. It is interesting to note that. 


the results for thirty-six years (from 1912 to 1947) 


_ would)only be considering three, five or ten years in 


were djonly bec Normally, no doubt, an accountant 


g at his valuation. 
co second point concerns the dividend yield. 
he company had paid 5 per cent from 1938 on- 
wards, with a special distribution of 1} per cent out 
of capital profits in February 1948. 
: Evidence was given by the chairman of the 
company that in his opinion a conservative dividend 
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policy was essential for the building up of substantial. 
resources to finance expansion of the business. 

In his opinion, the company was in a dangerous 
and most vulnerable position, because: 

(a) it was substantially over-trading; 

(b) the finances were heavily strained, there being 

an overdraft of nearly {1 million; 

(cl there was a serious risk of loss on stocks 
(£3 million) if a heavy fall in prices occurred; 

(d) the trading conditions in West Africa were 
most difficult; and 

(e) trading in recent years was in an inflationary 
period and, if conditions similar to those after 
the 1914-18 war returned, heavy losses might 
ensue and the reserves would soon be dis- 
sipated. 

In the circumstances the board had no present 
intention of raising the dividend from 5 per cent 
per annum. 

There was a good cover for the ordinary shares on 
an assets basis, and the value of the shares on this 
basis was estimated at from £3 to £3 10s od excluding 
goodwill. So we have the main problem: 

_ Does one assess the value of the shares: 

(a) on an earnings yield basis, which was excep- 
tionally high; 

(6) on a dividend yield basis, which was exception- 
ally low; or 

` (c)on an asset basis which showed a | good cover 
for the ordinary shares? 

There are also additional points: - 

(d) How much does one add for the possibility of 
the company being forced to issue further 
ordinary shares to the public with the prospects 
of capital appreciation? 

(e) How much does one deduct to take account of 
the control of the company by other members 
of the Holt family and the restrictions on 
transfer in the company’s articles of association? 


Summary of Negotiations with the 
Commissioners before the case opened in 
Court 


Just a brief word as to the different values being put 
forward throughout the history of the case. 

Before the case opened in Court, a partner in the 
firm of auditors was putting forward a value of 1 ES 
or 16s a share, based on the yield of 5 per cent shown 
by the Actuaries’ Investment Index for all classes of 
ordinary shares, less 20 per cent or 25 per cent for 
unmarketability, restrictions on transfer, etc. 

The judge stated in his summing-up that a value 
of £4 45 2d was originally asked by the Commis- 
sioners. It should be noted, however, that in reply 
to a question in the House of Commons on January 
19th last, Mr Boyd-Carpenter said that £3 not 
£4 A 2d was the highest value put forward by the 
Commissioners.” 

The figure formally determined ká the Commis- 


:? Hansard, January 19th, 1954. 
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sioners was 345, but they eventually claimed 25s 
when the case opened in Court. The petitioners 
started at 11s 3d and rose to 17s 2d, which was the 
figure put forward at the hearing. The last valuation 
for estate duty was 20s per share on other deaths 
between November 15th, 1945, and June 3rd, 1946, 
but one and three-quarter years had elapsed since 
these valuations. 

The judge, therefore, had to decide on either 
17s 2d or 25s, or on some figure between the two. 

It is, therefore, clear that taxpayers in general must 
be grateful for the years of negotiations carried on 
with the Commissioners of Inland Revenue in that 
their original price had been so substantially reduced 
when the case opened. 


General Comments regarding Methods of 
Valuation used by Expert Witnesses 


After this introduction, I shall now endeavour to 
summarize very briefly the methods of valuation 
used by the expert witnesses.t 

I repeat that, in my opinion, all of us can derive 
considerable guidance from the evidence in the case 
in any valuation of private company shares which we 
undertake in future. 

I have prepared extracts from some of the judge’s 
comments in regard to the method used by each 
witness. 

The judge, in his summing-up, said that he had 
had the assistance of a number of experts on each 
side who differed in their opinions in the manner in 
which experts normally did, and the frankest of 
them admitted that certain of his calculations were 
simply guesswork. The judge went on to say: 


‘It seems to me that their opinions are indeed 
properly described as guesswork, though, of course, 
it is intelligent guesswork aided by the experience 
which they have gained by their work as stock- 
brokers or accountants.’ 


He further said that no possible suggestion could 
be made against the honesty of the witnesses, but 
their methods of calculation appeared to him to be 
inevitably uncertain and controversial and, in his 
view, statements by several of them that they would 
. have been ready to buy the shares at the price reached 
by them, if given the opportunity, some five years 
previously, must be discounted accordingly. 

None the less, he said, he could not have approached 
his task without their valuable assistance and his 
remarks must not be taken to belittle the efforts 
which had been made by them to provide an answer 
to a question to which no certain answer was possible. 

If I examine rather more fully the method used 
by the accountant witness for the petitioners, it is 
because it is my understanding that the result of the 
case shows that his method of approach, which sup- 
ported the views already put forward by the peti- 


LI am indebted to the contributor who summarized the 
proceedings in the case published in the January issue of 
Accountancy. 
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tioners, was substantially accepted by the judge, 


subject, of course, to his further comments thereon. 
"Dee 


Summary of Methods of Valuation put ' 
forward by Expert Witnesses and the Judge’s 
comments thereon 
Accountant Witness for Petitioners 


This accountant arrived at a value of 17s 2d made up 
as follows:  - P 








Per cent 
Average dividend yield, according to 
the Actuaries Investment Index 5°09 
Add For unmarketability and restrictions 
on transfer in articles etc. LEO 
Giving a yield basis of 059.4, 
s d 
Value on such a basis was oa ge) I§ 2 
Add For long-term possibilities of capital 
appreciation, and possibility of shares 
being introduced to the Stock Ex- Ba 
change etc, NW = eg BE D" 
Add Accrued dividend .. 6 
Value for estate duty 17 2 


This method of approach was dependent upon two 
major factors, namely, the prospective dividend 
which’ the minority shareholder could expect to 
receive, and the dividend yield on comparable shares 
of the same class. Afterwards, the value obtained was 
converted to the equivalent value for a private com- 
pany whose shares were not quoted and which were 
subject to restrictions on transfer.. 

The judge commented in regard to the Actuaries™® 
Investment Index: 


‘Such tables are not without a value as they pro- 
vide some possible basis of comparison for thef 
purpose of checking the calculations of a witness, 
but it is easy to attack them on the ground that the 
varying circumstances of the companies and the 
difficulties of applying the prices of quoted shares 
to the shares of a private company not quoted on 
the Stock Exchange, may render the comparison of 
little value.’ 


The judge also drew particular attention to the 
addition of 1s 6d for the estimated allowance which a 
purchaser would make in his offer for the possibility 
of the company’s shares being offered to the public. 
He said that this was one of the points on which the 
evidence differed considerably. e 

The accountant witness for the petitioneyss also 
expressed the view that the prices of ordinary share 
tended to follow the price of Consols. He produced 
a graph which showed the rise of Consols to a peak 
in 1946 (when ordinary shares in the company were 
valued for estate duty at 20s per share), and a sub- 
sequent fall in the price of Consols, which if followed 
by the company’s shares could bring their value to 
less than 16s 8d by March 1948. i 
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The judge’s only comment on these remarks was 
hat this view was not accepted by the witnesses for 
be Commissioners in this respect. 


Stockbroker Witness for Petitioners 
The next witness for the petitioners was a member 
f a well-known firm of stockbrokers. His method 
was to arrive at the price for which he could have 
laced the shares in 1948: 





s d 

He fixed this price at .. . 20 0 
Deducted 20 per cent for unmarketability 

etc. as bd D SC 4 O 

Value for estate duty 16 o 


Je added nothing for the accrued dividend. 


Financial Expert Witness for Petitioners 


Che next witness for the petitioners was a member 
if an issuing house who took: 





Yield as shown by Actuaries’ Investment Per cent 
Index .. 5 
Decided that the yield should be half as 
much again and so added .. e 24 

arriving at a yield of 7% 

Price on such a basis 13s 4hd 

However, he would have been prepared l 
to offer.. Di A 15s od 





nd accordingly he gave this value for estate duty. 
The judge made no specific comments on these 
wo methods of valuation. 


"he Chairman of the United Africa Co Ltd 
Iso gave evidence for the petitioners, He took: 








Actuaries Investment Index figure for Per cent 
industrial, distributive and shipping 
shares .. 4°89 
For the nature of the trade and its 
various risks, he added : ONE: 
6'14 
He ‘added 334 per cent for unmarket- 
ability etc. ii pa 2°05 
giving a yield basis of 8-19 
Value for estate duty 125 2d 








The judge considered that an ordinary buyer 


ould not have all the information of West African 
mditions which the witness had, and that his 
stimate of the value of the shares to him must be 
iscounted by this consideration. 


This completed the evidence on the methods used 
y the witnesses for the petitioners. 

There follow three methods used by three char- 
red accountants who gave evidence as expert wit- 
ssses for the Commissioners, 
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First Accountant Witness for 
the Commissioners 


The first witness took a dividend yield of 3 per cent 
and arrived at a price of 335 4d, to which he added 
8d for the dividend expected for 1947, making a 
price of 34s. After hearing the evidence in Court and, 
in particular, the emphasis on the evidence of the 
chairman of the company on the board’s policy of 
restricting dividends, he reduced his dividend yield 
to 4 per cent, giving a value for estate duty of 25s. 
He stated that he gave consideration to a great 


number of factors, including the question of dividend 


yield, the earnings, the management, the likelihood 
of the company wanting fresh capital and the eventual 
marketing of the shares. He did not rely on any 
formula for evaluating the factors, but relied on a 
broad approach to the whole matter. He thought 
there would be buyers of the shares at that price, 
such as surtax payers and investment trusts. 


The judge said, Guter alia, that it was not at all 
clear that the witness had considered the effect 
which the restrictions on transfer of shares contained 
in the company’s articles would have on an intending 
purchaser. | 

The next two accountants put forward methods of 
valuation of great interest, but quite different from 
each other. 


Second Accountant Witness 
for the Commissioners 


The second accountant, whose valuation for estate 
duty was 28s 3d, divided his valuation into two parts. 
First, a fixed element, representing a dividend of 
5 per cent and, secondly, a contingent element, on 
which he attempted to give effect to his estimates of 
contingencies affecting the value of the shares. 

He arrived at a value of 18s for his fixed element 
on the basis of a yield figure of just under 4 per 
cent from the Actuaries’ Investment. Index in respect 
of 5 per cent preference shares, and an addition of 
Lë per cent for restrictions on transfer. However, 
having regard to the value of 21s which had been 
agreed for the 64 per cent preference shares of the 
Holt company, he reduced his figure to 16s. 

The judge commented here (at (hus price corre- 
sponded with that arrived at by the accountant who 
gave evidence for the petitioners, before he added 
1s 6d for contingencies, and the 16s, as given by the 


" stockbroker who gave evidence for the petitioners. 


The second accountant then tried to assess the 
contingent element. He thought the dividend might 
be increased to ro per cent and in his calculations the 
additional 5 per cent represented 16s 2d in terms of 
value. He discounted this by 25 per cent for delay 
and uncertainty, though bearing in mind the possi- 
bility of a public issue by the company. This gave 
his value of 28s 3d. 

The judge commented that it appeared that the 
deduction of 25 per cent could not have any mathe- 
matical or scientific basis and was purely guesswork. 


: 
H 
H 
H 
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Third Accountant Witness 

for the Commissioners 
The third accountant for the Commissioners, whose 
valuation for estate duty was 30s, had made a special 
study of the valuation of shares in private companies. 
He worked on a ten-year average basis of profits, 
which he discounted by 25 per cent because he under- 
stood that the high profits of 1947 were not likely to 
be maintained. He estimated the future profits, the 
future dividend, and the appropriate dividend yield, 
and considered that the shares would be worth £2 if 
they had been quoted in 1948. Taking 25 per cent 
for the delay in obtaining a market, he arrived at his 
value of 30s. 

The judge’s comments on this valuation were to 
the effect that if the figure taken by the witness for 
the ten-ycar average was unreasonable, all the calcu- 
lations by which he arrived at his price of 30s must 
be wrong. 

It appeared that he had not paid attention to the 
way in which heavy war-time taxation had affected 
the ability of the company to place money to reserves, 
and the possibility of a post-war slump. He also 
made no allowance for restrictions on transfer because 
the witness said he had approached the matter in 
such a way that these considerations did not really 
affect the position. 


Stockbroker Witness for the Commissioners 


The last witness for the Commissioners was a stock- 
broker and his valuation for estate duty was not 
strictly based on figures but on his general feel of 
the business. He took a price of 28s as being a fair 
one, but decided, after reference to the dividend 
yield on shares of what he took to be a somewhat 
comparable company, that this figure should be 
reduced to 25s. 

The judge summed up this evidence fully, but 
one gathered that he felt the whole approach to the 
valuation was on rather too general lines. 


This completes my summary of the different 
methods of approach and the judge’s comments 
thereon. In my conclusion I shall endeavour to put 
before you the lessons to be learnt from them. 
Before quoting the final words of the judge, I want 
to draw your attention to one or two special points 
made by him towards the end of his summing-up. 


Special points made by Mr Justice Danckwerts 
in his summing-up 

The first relates to the class of investor who would 

purchase shares in a private company of any kind. 

This is very important. 

The judge suggested that such a purchaser would 
be different from any common kind of purchaser of 
shares on the Stock Exchange and would be rather 
the exceptional kind of investor who had some special 
reason for putting his money into such shares. 

The judge tried to put himself in the position of 
such a purchaser who, in his view, would not rush 
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into the transaction but consider it carefully and 
seek the fullest possible information, The judge 
went on to Say: STEE 
‘I think that such a purchaser would consider the 
inter-war results of the company, and the effect of 
the 1914-18 war on the company’s trading, and 
other factors shown in the trading results.’ 

‘There was in his view, therefore, a weakness in the 
evidence of the witnesses for the Commissioners in 
so far as it ignored or minimized unduly the history 
of that period in the company’s trading. 

His only criticism of the petitioners’ witnesses was 
that in his opinion they had undervalued the following 
factors: 

First, owing to the fall in the value of money, 
5 per cent on the ordinary shares represented a 
much smaller return to the members of the~famil 
than the same dividend in pre-war years, and there 
might have been pressure by the family to increase it. 

Secondly, a hypothetical purchaser might well have 
thought that, having regard to the ample earnings, 
the company would be forced to raise further capita 
by an issue of ordinary shares to the public. 


Final Valuation as fixed by Mr Justice 
Danckwerts 


After weighing up the great mass of evidence, the 
judge fixed the valuation for estate duty at rgs. In 
doing so, he did not say exactly how he arrived at 
that figure. His final words are of interest: 

‘Having carefully considered the evidence which 
has been given, including such assistance as may 
be gained from the various tables which have been 
put in and the various comparisons with the prices 
of shares of other companies quoted on the Stoc 
Exchange, so far as any useful deductions can~b 
made from these, and making the most intelligent 
guess I can, I have come to the conclusion that 
these shares of John Holt & Co, if sold on the 
hypothetical open market which the authorities and® 
the section in the Act require me to assume, would 
fetch a price of Los a share? ` 


Lessons to be learnt; extracted from 
Mr Graham-Dixon’s lecture on 
December 8th, 1953 


The lessons to be learnt from this case were sum- 
marized by Mr Graham-Dixon in his lecture to 
the London and District Society of Chartered 
Accountants, 


The main points can be summarized as follows: 

(1) An accountant should, above all, approach the 
valuation with common sense, and imagine that 
he himself is being asked to put his own money 
into the shares being valued. 

(2) He should go into the whole history of the 
company, both the past and the present, and 
the future prospects. 

(3) In making the actual valuation, he should follow 
the basic methods presented by the witnesses 


1 The Accountant, January 16th, 1954. 
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for the petitioners. In this connection, he 
should: 

_ (i) ascertain the likely dividend for the fore- 

seeable future; 

(ii) ascertain the appropriate dividend yield for 
the shares and for that purpose should con- 
sider quoted shares in other companies, not 
treating those shares too rigidly but re- 
membering that comparisons in such 
matters could never be exact; 
take into account the disadvantage to an 
investor putting his money into shares in 
a private company. The petitioners’ evi- 
dence was that this factor accounted for 
another 1$ per cent in the dividend yield 
so that if the appropriate basic yield was 
6 per cent one would take, say, 7$ per cent. 
As Mr Graham-Dixon said, 

‘I put this basis to you as there is nothing in the 
judgment which appeared to show that the learned 
judge had any criticism of it.’ 


(iit) 
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Lastly, remember above all Ge the reply given by 
two of the witnesses for the Commissioners when 
asked: 

Question. ‘What importance would you ‘attach to 


the assets of the company in valuing a minority 
holding of this kind?’ 


Both of them replied: 


Answer. ‘No importance at all, or very little 
importance.’ 

The reason for this is that the minority purchaser 
of the shares is not buying the assets of the company, 
and is not putting bimself in a position in which he 
could lay hands on them. 

I would add that in considering these replies it 
seems to me that one must bear in mind that this 
question of asset cover is to some extent one of the 
risk. factors which has to be taken into account in 
(3) (iit) above. However, I feel that we have good ` 


‘authority for not paying too much importance to a 


company’s asset values in future valuations. 


WEEKLY NOTES 


New President and Vice-President 
of the Association 
_ At a special meeting of the Council of the Association 
| of Certified and Corporate Accountants, held at the 
conclusion of the annual general meeting last Tuesday, 
Mr William Macfarlane Gray, F.a.c.c.a., was elected 
President of the Association in succession to The 


' Rt. Hon. Lord Latham, J.P., F.A.C.C.A. 


Mr Macfarlane Gray, who is senior partner in the 
firm of Macfarlane Gray & Co, of Stirling ~ where he 
has been in practice for more than twenty years — 
beas elected a member of the Council of the Associa- 
tion in 1938. He has served as chairman of the 
Examinations and District Societies Committees, and 
for the past three years has been the Association’s 
Vice-President. 

A member of the Stirling Town Council for ten 
years, he served as Bailie and was also Chairman of 
the Finance Committee. He was honorary treasurer 
of the burgh for four years and in 1945 was elected 


to the Bench as senior magistrate, a post which he 


held until his retirement in 1947. He is a past deacon 
of the Incorporation of Weavers, a member of the 


_Guildry of Stirling, and a member of the Council of 
the Central Scotland Chamber of Commerce. 


Mr Alan Charles Shipley Meynell, F.a.c.c.a., has - 


been elected Vice-President of the Association. 


Mr Meynell, who commenced practice in’ the. 


City of London in September 1927, was elected to 
e- Council of the Association in 1950. A member 
the Friern Barnet Urban District Council since 
1938, he served as chairman of the Finance Committee 
from 1939 to 1948 and as chairman of the Council for 
the years 1942-1944. He is at present chairman of the 
Town Planning Committee, vice-chairman of the 
Finance Committee and vice-chairman of the Public 
Health Committee. 


- 


Grants for Converting and Improving Houses 


The Housing Act, 1949, contained provisions 
empowering local authorities to make grants to 
private owners of dwelling houses who improved or 
converted them. The grants are limited to a maximum 
of ro per cent of the expenditure except in very 
special cases, and the expenditure itself must at 
present be under £800. Experience has shown that 
little advantage has been taken of these provisions 
and it is the desire of the Government to encourage 
greater use of them. In a circular issued on April 2oth 
to local authoritics, the Minister of Housing and 
Local Government reminds them of the Govern- 
ment’s desire and draws attention to a number of 
points on which existing law and procedure seem 
to be imperfectly understood, or have been too 
rigidly applied. The Minister says that houses which 
lack modern amenities are well on the way to perman- 
ent unfitness, and adds: 


“The owners have less and less incentive to 
maintain them properly as they fall steadily behind 
modern standards. It is a question of time only- 

. and not a long time — before they. become slums and a 
statutory responsibility to the local authority. If 
this process can be arrested by timely improvement 
or conversion at a charge to rates and taxes appreci- 
ably less than that imposed by building a new house 
to replace a slum, it is only elementary prudence to 
encourage the owners to do the necessary work.’ 
The points covered by the circular include: . 

(1) Revision of the requirements a dwelling must 
_ Satisfy, after improvement, to attract a grant. 
. The purpose is to exclude or modify require- 
ments which experience has shown to be 
unreasonable as absolute conditions of grant. 
(2) From April 21st this year the minimum estim- 
ated cost of improving or converting a dwelling 
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before it can qualify for grant is reduced from 
£150 to £100. 

(3) Reasonable expenditure on the professional 
fees of architects, surveyors and engineers may 
now be included in the costs which rank for 
grant. 

(4) Local authorities need no longer reckon schemes 
of improvement or conversion as part of their 
approved programme of new house building. 

(5) Local authorities will no longer have to refer 
private owners’ applications to the Ministry, 
but may themselves grant approval. 

The Minister stresses that grants are not subject to 
any means test and he deprecates any withholding of 
them on account of the financial resources of the 
applicant. Indeed, he encourages local authorities to 
make direct approach to owners of suitable houses 
to induce them to improve their properties with the 
help of a grant. 

It is proposed in the Housing Repairs and Rents 
Bill now before Parliament to remove the upper 
limit of £800 on expenditure qualifying for grant. 


Double Tax Convention with Belgium 


An Order in Council! has been made giving effect to a 
double tax convention made with Belgium under 
Section 347 of the Income Tax Act, 1952, the 
convention to take effect for the fiscal year 1951-52. 
Under the convention certain classes of income, 
derived from one country by a resident in the other, 
are to be exempt from tax in the former country, 
subject to certain conditions. These classes are 
shipping and air transport profits, certain trading 
profits not arising through a permanent establish- 
ment, patent and copyright royalties, pensions other 
than government pensions, purchased annuities and 
earnings of temporary business visitors: Government 
salaries and pensions are normally to be taxed by the 
paying government only. Remuneration of visiting 
professors and teachers is to be exempt in the country 
visited. United Kingdom dividends and interest 
received by Belgian residents are to be exempt from 
British surtax. Conversely, B Igian dividends and 
interest received by a United Kingdom resident are 
to be exempt from Belgian complementary personal 
tax. Belgian residents are to have the same British 
personal reliefs as British subjects resident abroad. 
There is also provision for relief where income con- 
tinues to be taxed in both countries. 


Budget Day in Eire 
On April 21st, the Irish Minister for Finance, 
Mr MacEntee, presented to the Dail the Budget for 
1954-55. He budgeted for a surplus of £30,000 after 
allowing for a number of tax remissions. Income tax 
concessions include an increase from {280 to £300 
in the personal allowance of a married taxpayer, and 
from £140 to £150 for the unmarried. Widows’ and 
widowers’ allowances are to be increased from {140 
to £175. Total exemption is to be granted for 


1S.L 1954. No. 487. H.M.S.O. 6d net. 
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incomes not exceeding £240, with marginal relief 
for incomes slightly in excess of that figure. Child 
allowance goes up to {£85 for each child, instead of 
£80 for the first and £63 for each subsequent child. 
Income tax on owner-occupied residential property 
is to be charged only on the actual valuation instead 
of on five-fourths of it. The cost of these reliefs is 
estimated at £442,000; in consequence, some 40,000 
persons will cease to be liable to income tax, and all 
remaining taxpayers, who are individuals, will benefit. 

House ownership will also be encouraged by a 
reduction in stamp duty on conveyances, to take 
effect on August rst. For houses up to £1,000 in value 
the rate will be 1 per cent, instead of 3 per cent. 
Above £1,000 the rate will be stepped up until it 
reaches 3 per cent at £2,500. ‘The duty on beer is to 
be reduced by 8s 6d per standard barrel; about a 


farthing a pint, which reduction is expected bei 


passed on by the brewers to the licensed trade. The 
reduction applies to beer brewed after the Budget. 
As from May ist, the price of bread will be reduced 
by $d per 2 lb loaf, and there will be a corresponding 
reduction in the price of flour. The duty on match 
will be reduced from 6s 3d per gross to 5s gd; appar- 
ently to forestall an increase in the retail price. 
Entertainments held in towns with a population not 
exceeding 1,000 will be free of entertainment duty, 
while those in towns with a population not exceeding 
2,000 will pay only half the normal rate; this conces- 
sion takes effect as from September Ist next. 


Export Credit Delays 


It is apparent that preparing schemes in broad outline 
for financing export credit is easter than working 
out the essential details which have to be considered 
before any of these schemes can be put into operation) 
Some difficulty is being experienced in executing 
the plan which was announced in the Budget, to 
extend the activities of the Export Credits Guarantee 
Department to include not only an insurance scheme! 
for ultimate payment, but also the provision of credit 
finance for the seller while the buyer takes advantage 
of his three months’ credit, or whatever it may be. 
One of the problems has been that the new type of 
guarantee operates only from the moment when the 
buyer accepts delivery of the goods and this, in itself, 
could involve the manufacturer in tying up capital 
for an inconveniently long period. 

This E.C.G.D. ‘scheme has been conceived mainly 
for larger concerns. Just before the Budget a scheme 
for small- and medium-sized firms to obtain export 
credit facilities was given a certain amount of pub- 
licity. The resources were expected to be fairly small 
at the outset, which was perhaps to be expected in a 
private venture in which the large banks were not 
taking a leading part. In this case too, however, there 
have been problems in setting up the organization, for 
the small merchant banking house which was interested 
in participating in the financing of the project, has 
decided to withdraw. It is understood that the plan to 
set up this organization is still to be carried out. 
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THE NATIONAL CASH REGISTER COMPANY LTD. 
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In AGCRA, colourful and busy 
capital of the GOLD COAST, 

Cocoa is King! Exports account d 
for approximately one third of 

the total world production. Other 
principal exports; Gold, 
Maganese, Diamonds, Timber. 


AGCOUNTING & ADDING MAGHINES 


put business on record 
... at less cost 


UNIVERSALLY ADAPTABLE — With specialised 
efiiciency—to all phases of Commercial, 
Industrial and Financial accounting; the 
NATIONAL TT CLASS 31” DIRECT-ENTRY ACCOUNTING 
MACHINE — With exclusive combination of 
COMPLETE PRINTING LINE VISIBILITY, SPEED KEY- 
BOARD for amounts and quantities, ELECTRIC 
TYPEWRITER for descriptive detail, FLUID- 
DRIVE CARRIAGE and numerous, entirely new, 





speed/ease features. ALL ELECTRIC, 





FOR SUPER SPEED AND ACCURACY over the entire range of listing and 

primary book-keeping operations: the ‘E.N.’ SERIES of NATIONAL 

ADDING MACHINES —in simplex and duplex versions, with and 
without wide platens and shuttle carriages. 
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A CAREER AT SEA 


The Merchant Navy Offers Good Prospects 


The large Shipping Companies:. recruit future Executive 
Officers for their Ocean- -going Ships from H.M.s. Worcester, 
a Nautical College founded in 1862 by London Shipowners. 
Nearly 7,000 Cadets have passed through the College and 
received specialized training in addition to a sound general 
education. 

The College is officially recognized by the Ministry of 
Education and by the Ministry of Transport, the latter 
“accepting the training provided on board the Worcester 
as being the equivalent of one year’s Sea Service. 

Cadets are admitted after reaching the age of 134 and 
before reaching the age of 16. They leave the College when 
they are 17 and the period of training depends on the age at 
entry, with a minimum period of two years. Candidates are 
required to take the Common Entrance Examination or the 
Worcester Entrance Examination, according to age. They 
must be medically fit with perfect eyesight. 

Fees are £210 per annum including Uniform. Several 
Scholarships in reduction of fees are available. The 
Worcester offers an excellent opportunity for boys, of good 
education and character wishing to become Executive 
Officers in the Merchant Navy -a career providing world 
travel, good remuneration, and an interesting life. 


, Illustrated Prospectus containing full information 
will be forwarded on application to the Secretary, 


INCORPORATED 
THAMES NAUTICAL TRAINING COLLEGE 
H.M.S. WORCESTER 


Room 2, Ingress Abbey, Greenhithe, Kent 
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INCORPORATED ACCOUNTANTS? 
RESEARCH COMMITTEE 


THE SECOND ISSUE OF 


A CURRENT DIGEST OF THE 
LAW AFFECTING ACCOUNTANCY 


is now available 


Price 5s net. 86 Pages 


This issue covers the period September (st to 
December 31st, 1953 with an index for the 
two 1953 issues. 
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Obtainable from 
THE 
SOCIETY OF INCORPORATED ACCOUNTANTS 


Temple Place, Victoria Embankment 
London, WC2 
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Is HIGH INVENTORY the 
millstone round YOUR neck? 


Decreasing price trends make strict Inventory Control 
imperative. Taylorix economists have devised a simple 
formula providing a daily self-balancing check on units 
or quantities bought and in hand, sold or allocated to 
job or contract, expressed in terms of physical stocks 
and individual and collective values. Total stock 
movement and expenditure under constant survey. 
Integrated with Taylorix PAYE, you have full 
Production COST Control! Inquiries welcomed on 
business note-heading only. 


Tauloux ou 


Masters ALL Accounting Problems 


— 


WË gg 


SPEEDWORK SYSTEMS LTD 


31 BROADWAY - LONDON e NW2 
GLAdstone 6615 i 


Taylorix lead in pioneering and developing rationalized 

accounting techniques today, as over thirty years ago! 

Manualize for greater speed, simplicity and absolute accuracy 

on Taylorix, as. 100,000 others have done. Applications for 
local Taylorix Agencies invited. 
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TA flood of highly satisfactory profit and dividend 
“Statements has assisted industrial equity sections of 
the stock-markets to new high levels. The absence of 
any direct taxation relief under the Budget and the 
continued emphasis laid in industry on growing 
pressure from Continental manufacturers has not 
dissuaded boards of directors from treating ordinary 
shareholders more liberally. 

~ Itis not only higher dividends in themselves which 
are assisting the equity-market, but also the fact that 
higher payments are being made at this particular 
time. Whether the eventual falling off in dividend 
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news and the anticipated revival of new issue activity : 


-brings.any setback in the market remains to be seen, 
but in the.immediate position the general undertone 
remains remarkably firm. ` 


Ford Accounts 


In this week’s reprint from the report and accounts of 
the Ford Motor Company Ltd, for 1953, owners of 
Ford cars will see the financial structure which they 
have helped to build. It was a year of note in Ford 
history in many ways: the silver jubilee of Ford at 
Dagenham, for the first time a group sales total of 
over {100 million, and this in a year of price reduc- 
tion and no increases; the year when Briggs Motor 
Bodies became a wholly-owned subsidiary; and the 
introduction of the lowest-priced car in the world. 
The issued Ordinary capital was raised from Ze 
million to {15,512,124 of which Zo million came 
from a share-for-share scrip issue and {1,512,124 
‘through the issue of shares in connection with the 


“Briggs acquisition, part of a total cost for Briggs of 


£5,638,999. 

Dividend on the Ordinary capital was at the rate of 
¥2 per cent as against 15 per cent for 1952, but took 
£1,287,800 as compared with £708,750. Sir Rowland 
Smith, the chairman, points out that this represented 
to the Ordinary stockholder a return after tax of 3-1 
per cent on the capital employed and compares with 
national average distribution figures ranging in 
recent years from 3:4 per cent to 2°9 per cent as 
quoted by the Chancellor of the Exchequer recently. 


Tax on Fords 


Taxation was a very heavy burden. It took {10-7 
million from the Group profit of £15-8 million and 
left £5-1 million net, still a sizeable figure but a 
minor share of the results. This is one of the com- 
panies which will benefit substantially from the death 
‘of the excess profits levy. But in the final year of 
excess profits levy, Fords worked roughly just 
over eight months for the Chancellor of the Exchequer 
which comes very close to nationalization without its 
responsibilities. 

` Interesting calculations can be made by relating 
taxation to the Group’s sales total of £105,936,725, 


Ee: ` map 
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which was 26 per cent up on 1952. It is also interesting 
to calculate what tax relatively was borne by each of 
the 234,379 vehicles sold by the Group in 1953. ‘The 
total itself is a record. 

With the accounts is a finely-produced 1oo-page 
quarto booklet commemorating the twenty-five years 
at Dagenham. Before that, of course, Fords had 
been assembling at Trafford Park, Manchester, from 
parts imported from America. The booklet gives an 
excellent impression of the Dagenham works and its 
products. If any of our readers can make the oppor- 
tunity for a personal tour of the works, they will, we 
feel sure, find it an agreeable occasion. Some 
45,000 people visited Dagenham last year. 


Saving Tax 
All the agitation for a reduction in fuel tax that we ` 


_ have seen in company reports for months past has 


come to naught and if company chairmen’s state- 
ments really mean what they say, applications for 
bus fare increases are due to put a further twirl into 
the circle of rising prices. 

While most of this agitation has come from the bus 
companies, the tax on motor fuel gets right into the 
whole cost of living. The directors of Derbyshire 
Stone, Ltd, which produces road-making material, 


- make a point of the fact that its lorries contributed 


£83,750 in fuel taxation in 1953. 

Obviously economy in fuel consumption can pay 
good dividends and it is interesting to read London 
Transport’s publication on the subject. London 
Transport engineers have found that the use of 
thinner lubricating oil to facilitate cold weather 
starting has been accompanied by a 6 per cent 
saving in fuel. In terms of money, it means on an 


“annual fuel bill of nearly £64 million a year, some- 


— 


thing like £390,000 saved. 

The curious thing is that the economy appears to 
have been quite accidental. The aim was easier 
starting; the means was thinner oil; but the thinner 
oil reduced friction losses without increasing wear. 
and tear, affecting reliability, or involving any appreci- 
able increase in oil consumption. , 


Machine Analysis 


Chairmen’s statements with company accounts often 
contain some extraordinarily interesting ‘general 
knowledge’ reading. Mr G. A. Whipple, the chairman 
of Hilger & Watts Ltd, scientific instrument makers, 
gives details of a new direct-reading spectrograph 
called a ‘polychromater’. This instrument is designed 
for the rapid routine analysis of complex metallic 
alloys. It is entirely automatic. All the operator has to 
do is to insert a specimen of the metal to be analysed 
into the “spark stand’ and press a button. | 

Figures for the analysis, which can be for up to 
thirty elements at one sitting, are printed automati- 
cally on a strip of paper. A typical time for one ‘run’ 
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FORD MOTOR COMPANY LIMITED AND SUBSIDIARIES 


Consolidated Profit and Loss Account, 
Year ended December sist, 1953 


1953 {952 
Group dee petore taxation ror year £ £ 
(Note |) - 15,824,570 8,780,878 
United Kingdom SS DE Taon 
(Note 2) .. Së e ky a 10,693,243 $5,751,352 
Group Net Profit for year se Gs 5,131,327 3,029,526 
Profit retained by Subsidiaries .. i 559,855 388,725 
4,571,472 2,640,801 
Amount retained by a Subsidiary in pre- 
vious years transferred by way of divi- 
dend to Ford Motor Co ktd .. e 786,953 — 
Ford Motor Co Ltd net Profit for year.. 5,358,425 2,640,801 
Amounts previously set aside no longer 
required: 
. Taxation 215,000 300,000 
Contingencies Kg z oz — 400,000 
Unapproprlated Profit of Get years 2,602,511 2,540,392 
8,176,336 5,881,193 
Appropriations 
Reserve for Replacement of SCH meee 
(Note 4 (b)*}) .. ae 4,000,000 2,500,000 
For 1952 Dividend due to EE In de 
standard rate of income tax ., 33,750 — 


Net Dividends for year: 
Preference Shares 


at 
Däer? 1,287,800 (15%) 708,750 


72,570 (44%) 69,532 


Recommended on EE Stock 3 
Shares .. E Kë 


Unappropriated Pr Profit of Ford Motor 
Ç d 


Extracts from the Notes on and forming part of 
the accounts for (953 


ke 
e 
I. Group Profit before taxation 
The Group Profit is arrived at after: 
1953 1952 
£ £ 
Charging: 
Depreciation and Obsolescence 2,359,464 2,079,754 
Exceptional Obsolescence wie Sé — 313,156 
Employees’ Pension and Benevolent 
Fund Contributions: 
Current year .. GE? 440,051 384,66] 
Back service 82,424 845,675 
Auditors’ Remuneration 13,744 5,495 
Crediting: 
Interest on Government Securities and 
Tax Reserve Certificates Sek 316,596 191,366 
Interest on Trade Investments .. 2,041 1,288 
interest on Bank Deposit accounts 216,176 75,324 
Provisions ne longer required: 5 - q 
For fall in value of Government Se- 
curities Ki 5 DS 98,003 60,478 
Other (net) 90,208 405,443 


2. Group Taxation 
United Kingdom and Other Taxation based on the profits of the year, 


comprises: 
1953 1952 
Í £ 
income Tax Ss zà Sa 6,986,673 4,504,837 
Profits Tax .. 666,609 370,775 
Excess Profits Levy 2,765,940 1,100,000 
Taxation Rectification account (see also 
Note 5* ët : e Di 280,021 224,260 
£10,693,243 £5,751,352 








The Company and its subsidiaries have been given profits tax non-distribu- 
tion relief and accordingly a profits tax charge would normally be Incurred 
in the event of a distribution to shareholders out of reserves, including the 
balance on profit and loss account, or (in certain circumstances) In the event 
of a repayment of capital. 


2,782,216 2,602,91 f 
Unappropriated Profit Seegen By Sub- 
sidiarles: 
Current year wa i 559,855 388,725 
Previous years a» £1,785,222 
Transfer from Taxation re- 
serves Se 180,975 
1,966,197 
Amount transferred to Ford 
Motor Co Ltd Së way of 
dividend . Sg 786,953 
we L 179,244 | 396,497 
Unappropriated Profit of the Group .. £4,521,315 £4,388,133 


6. Fixed Assets 


CSEL E | 








in which fifteen elements, selected at will, are 
measured is two minutes forty seconds. The advan- 
tages which such instruments give to the user arise 
through the accuracy and rapidity of the analyses. 
The time is sufficiently short for important alloys to 
be held in the molten state while their exact chemical 
constitution is checked and, if necessary, additions 
made to correct the liquid metal before pouring. 

Such an instrument sells in the {10,000 range but 
one intending purchaser, states Mr Whipple, has 
calculated that the equipment will save at least 
£9,000 per annum. 


Money Market 


Applications for the £230 million of Treasury bills 
offered on April 23rd totalled £415,375,000, mainly 
as a result of heavy ‘outside’ demand. Asa result, the 
market obtained only 38 per cent of requirements at 
the maintained bid of Zon oe 7d, compared with 
44 per cent the previous week. The average discount 
rate was virtually unchanged at £2 1s 7:34d per cent. 
This week the offer of bills is maintained at £230 
million. 








Ford Motor Co Ltd Group- 
1953 1952 1953 1952 
£ £ g~~ 
Freehold and Lease- 
hold Land and 
Buildings etc. .. 7,338,985 6,886,817 9,213,357 7,453,973 
Provision for De- 
preciation 2,163,126 13,924,035 2,519,133 2,065,929 
$5,175,859 £4,962,782 £6,694,224 £5,388,044 
Machinery, Plant, “ 
Tools and Other £ £ £ £ 
Equipment 23,638,784 19,462,56f 29,140,290 20,481,239 
Provision for De- 
preciation 10,937,769 8,729,368 12,806,124 9,345,382 


£12,701 ,O15 £10,733,193 £16,334,166 £11,135,857 


oe lOO 





wm SY H Webm EH 


Net Amount per Bal 
ance Sheet .. £17,876,874 £15, 695,975 £23,028,390 £16,523,901 


0 | ee 





The fixed assets are Included In the above statement at their original 
cost to the company andfor its subsidiaries, Including those subsidiaries 
which have been Hquidated and absorbed by the company. The provisions 
for depreciation consequently include amounts (totalling approximately 
£2,100,000) set aside by the subsidiaries before thelr acquisition by the 
company. 


No depreciation has been set aside on freehold land. 


I 





7. Directors’ Emoluments E 1952! 
Fees (including £886 received from a Subsidiary 
this year) 3 Gs DÉI DÉI sa 14,859 10,729 
Ocher Emoluments iz ie ‘a Sos 74,954 100,360 
£89,813 £111,089 


SS 


* Not reproduced, ~ Editor. 
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CORRESPONDENCE 


Letters must be authenticated by the name BS address of the writer, not necessarily for publication. 


The Editar does not necessarily agree with, or hold himself responsible for, the opinions expressed. 


Taxation and Business Expenses 


Sir, ~ The experience of Mr A. A. Davies appearing 
in your issue of April roth is not unusual but, while 
the letter from the Revenue is a sad example of its 
kind, the underlying tragedy is that the author would 


probably feel no pang of shame at its wider publica- 


tion. 

There is clearly opportunity for abuse in the 
charging of directors’ expenses and the Inspector is 
armed with authority for examining these closely. 
Recently a client was similarly annoyed when an 
expensive air trip to India and the Antipodes was 
questioned in the same vein. It was argued that the 
itinerary was crammed and hectic, and that there 
was scarcely time for private enjoyment, and that he 
was put to additional expense in maintaining an empty 
home during his absence of eight weeks. Finally, we 
went to see the Inspector who, when the purpose 
and achievements of the trip had been explained, 
took a very reasonable view but expatiated on the 
hard case of the airline pilot, and asked for our 
suggestions. After a brief conference, which the 
Inspector courteously pretended not to hear, we 
offered the bare cost of keeping alive, estimated at 
2,000 calories a day, measured in rice and mutton, 
and eventually gave way to £2 per week which was 
accepted as the total disallowance. Our client was 
reluctant to concede a penny until it was pointed 
out that he had seen the Taj Mahal by moonlight at 
a net cost of under f10. 

Once again the spirit of compromise had triumphed. 
But in this case the bona fides of the journey was 
indisputable and there were no complications such 
as clothing and travel goods. 

Yours faithfully, 

Worcester. W. L. SOLON. 
SIR, ~ I have read with much interest the article in 
your April 17th issue entitled ‘Expenses of directors 
and senior executives’ and think that you and your 
readers may be interested to hear that during a 
recent interview with an Inspector of Taxes, I was 
informed that in the opinion of the Inland Revenue, 
it is quite unnecessary for my firm to entertain 
Continental agents visiting this country, because the 
agents are adequately remunerated by the commis- 
sion paid to them. This at a time when firms are 
being pressed by Government to expand overseas 
business! Yours faithfully, 

London; EC3. L. GARRETT. 


Standard Costs: Small Engineering Firm 
Sir,-In your issue of April 3rd,-you printed a 
letter from Mr J. Burgoyne which is noteworthy in 
that it contained an indirect admission by an apparent 
advocate of standard costing that the cost of such an 


accounting system must be borne in addition to that 
of operating an orthodox cost department. I refer, of 
course, to Mr Burgoyne’s statement that a standard 
costing system will not produce product costs. 

My own view is that product costs are usually the 
most important information which is required from a 
cost department, and that in most cases this informa- 
tion will continue to be required even after the 
installation of a standard costing system. I am 
therefore doubtful as to whether the introduction of 
standard costs will normally effect a saving in clerical 
labour, as Mr Burgoyne suggests. es 

Even in cases where the management of a concern 
is prepared to dispense with product costs in favour 
of standard costing, thereby achieving the ‘abolition 
of historical product costs, with its attendant mass of 
posting of material requisitions, operation cards, etc.’, 
there will still remain the considerable clerical task 
of handling and pricing these documents in order to 
determine the amount of the variances. 

Yours faithfully, 
Southall, Middx. " JOHN FORD. 


The Universities Scheme 


Sir, ~ I wish to comment on one or two points raised 
by Mr Hare in his letter on the universities scheme, 
in your issue of April 17th. I cannot agree that a 
larger proportion of the national income being spent 
on education will mean a reduction in recruitment to 
the accountancy profession. a 

There are many young people she will prefer to 
embark on their chosen career immediately rather 
than spend so much of the period of articles up at 
university, thereby losing early experience. 

To my mind, there is too much stress laid on the 
cultural advantages of the scheme, the present 
trend in university education is directed towards 
cramming and rote learning, and too little time is- 
spared for character training and cultural development. 

Hence, many university men gain no more than 
they would from a good correspondence college. 
That is to say, a paper qualification, not necessarily 
showing what they know and understand, but merely 
proving what they knew at one particular moment of 
time. 

I feel this point of view is shared by a number of 
employers whose comment on interviewing some 
recently admitted graduates was that they had obtained 
a degree at university but nothing else. | 

The trends in secondary education which are t 
outcome of the 1944 Education Act are such that 
more people will seek admittance to some branch of the 
accountanty profession. The aim of the Act being 
to widen the field of secondary education, by estab- 
lishing courses with a technical and commercial bias 
in the secondary modern and secondary technical 
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schools. This will. mean that youths will enter the 
profession with an understanding of what accountancy 
entails in industrial and commercial life. 


I believe the various professional bodies could . 


cater more adequately for this valuable source of 
recruits by accepting a less narrow range of subjects 
in the general certificate of education for preliminary 
exemption. It should be appreciated that a test of 
scholarship in the conventional subjects of the old 
‘matric.’ is not the only test of academic competence 
in young people. 
Yours faithfully, 
Stretford, Manchester. J. H. PETER PARR, 
B.A.(COM.). 


Third Parties’ Tax Liabilities 


_Srr, - After submitting the annual accounts of a 
farmer to H.M. Inspector of Taxes we have been 
asked to state, for each contractor to whom more 
than {100 was payable: 
(a) the amount payable; and 

(b) the contractor's name and address. 
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It is quite clear, of course, that this information is 
not required in order to settle our client’s income tax 
liability. It is obviously to be used in connection with 
the liabilities of the contractors concerned. ` 

We should very much appreciate the comments of 
your readers on the following points arising from the 
above inquiry 

(1) What is the ethical position of ap accountant 
when asked to supply information about third 
parties: 

(a) When they are clients of his? 
(b) When they are not clients? 

(2) Where such third parties are not clients to 
whom is the accountant to look for his fee for 
this work? 

We might add that there is no question of the 
Inspector not being satisfied with the accounts 
presented (so far as our client is concerned) so that 
the provisions of Section 31, Income Tax Act, 1952, 
can hardly be said to apply. 

Yours faithfully, 
CUI BONO. 


CURRENT LAW 


Trustees: Retirement and Appointment 
In Re Darks Will Trusts, Glover and Another v. 
Dark and Others (Law Times, March 1gth, 1954), 
Glover was the last survivor of a testator’s executors. 
He died in 1952 and his executors became executors 
by representation of the testator and, under the 
Settled Land Act, 1925, Section 30 (3), trustees of 
the’ settlement of the estate. They sought now to 
-retirè and to appoint other trustees. 
_.. Roxburgh, J., held that they could not do so by 
virtue of Section 30 (3) of the Settled Land Act, 


qualify for registration where there was such evidence 
of distinctiveness as was required by the other sub- 


sections. The position was that the ‘registrar would 


have to consider both the inherent adaptability to 
distinguish and the distinctiveness in fact. The name 
‘Yorkshire’ was not ‘inherently adapted’ to dis- 
tinguish the company’s goods. A geographical name 
could be inherently adapted to distinguish the goods 
of one manufacturer only where it.could be predicated 
that it would not occur to any other manufacturer to 
use the name in respect of similar goods. 


because the reference therein to the powers of . 


appointment under the Trustee Act, 1925, applied 
only in the case of a sole personal representative. 
His Lordship held, however, that as the applicants 
were trustees by virtue of an instrument within the 
meaning of Section 68 (5) of the Trustee Act, 1925, 
all the powers of appointment contained in that Act 
applied to them. 


Trade-marks: Geographical Name 

In Yorkshire Copper Works Ltd v. Registrar of Trade- 
marks (Solicitors Journal, March 27th, 1954), the 
House of Lords dismissed the appeal of the company 
from a decision of the Court of Appéal, upholding 
that of Lloyd-Jacob, J. The company had applied for 
registration of the word ‘Yorkshire’ as a trade-mark 
for drawn tubes etc. Evidence established that the 
-mark had acquired the ‘rco per cent distinctiveness’ 
\ required by the ‘Trade Marks Act, 1938. There were 
no other manufacturers of such goods in Yorkshire. 
Lord Simonds, L.C., said that under Section 9 
(1) (d) of the Act a word could not be registered if it 
was in its ordinary signification a geographical name, 
though it had no direct reference to the character or 
quality of the goods; and even though it might still 


Bank: Security, Charge on Farm 


Lloyds Bank took a charge on the farm of A., to 
secure his overdraft, in which he covenanted to pay 
on demand all moneys etc. which might become due. 
The charge was registered as it was subject to a 
prior mortgage. In 1938 the bank demanded repay- 
ment. In 1944 the farm was vested in B., subject to 
incumbrances. In 1950 the bank issued an originating 
summons to enforce its security. It was, however, 
contended that the claim was statute-barred, because 
in the case of advances made before the date of the 
legal charge time ran from the date of the charge, 
and as regards later advances time ran from the date 
of the advances. 

Upjohn, J., held that the making of a demand was 
a condition precedent to recovery and therefore time 
ran from the date of the demand and the claim was . 
not barred. He held, further, that the charge was 
collateral security and that even if no demand had 


‘been necessary to the bringing of an action on a 


direct present debt payable on demand, such demand 
would be necessary. (Lloyds Bank Ltd v, Marjolis 
and Others (Law Times, March 26th, 1954).) 
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= THE INSTITUTE OF CHARTERED 
ACCOUNTANTS IN ENGLAND AND WALES” 
REPORT OF THE COUNCIL FOR 1953 


We reproduce below the annual report! of the Council of The Institute of Chartered 

Accountants in England and Wales for the year 1953 to be presented to the seventy- 

third annual meeting of the Institute which will be held on Wednesday, May 5th, 

1954, at 2 p.m. at the Hall of the Chartered Insurance Institute, 20 Aldermanbury, 
London, EC2 


The Coronation of Her Majesty Queen Elizabeth II 


1. The following Loyal Address was sent to Her Majesty 
Queen Elizabeth II on the occasion of her Coronation: 
“May it please Your Majesty 
‘At a meeting of the Council held on Wednesday, the 
6th May, 1953, it was unanimously resolved: 
"That the President, Vice-President and Council of 
The Institute of Chartered Accountants in England 
and Wales, on behalf of themselves and the Fellows 
and Associates of the Institute, desire humbly and 
respectfully to offer to Her Majesty their sincere 
congratulations on the occasion of the Coronation of. 
Her Majesty. They also desire to express to Her 
Majesty their loyal devotion to Her Person; and pray 
that Her Majesty may long be spared to rule in Peace 
and Happiness over Her loyal and devoted peoples.’ 
2. The President, Mr T. B. Robson, M.B.E., M.A., F.C.A., 
attended the Coronation of Her Majesty Queen Elizabeth IT 
in Westminster Abbey on and June, 1953. 


Coronation Reception 


To mark the Coronation of Her Majesty Queen 
Elizabeth II a reception was held by the Institute at the 
Royal Festival Hall on Wednesday, July 8th, 1953. About 
1,450 members and guests attended. The reception was 
reported in The Accountant of July 18th, 1953. 


Her Late Majesty Queen Mary 


4. Atits meeting on May 6th, 1953, the Council received 
the following letter from the Home Secretary: 

‘I have had the honour to lay before T'he Queen the 
Loyal and Dutiful Address of the President, Vice- 
President and Council of The Institute of Chartered 
Accountants in England and Wales on the occasion of the 
lamented death of Her late Majesty Queen Mary and 
I have it in Command from The Queen to convey to you 
Fler Majesty’s thanks for the expressions of sympathy 
which it contains.’ 

The Council’s Address was reproduced in the last report. 


President and Vice-President 


5. At the meeting of the Council held on Wednesday, 
June roth, 1953, Mr James Blakey, F.c.a., Manchester, was 
elected President for the ensuing year in succession to 
Mr Thomas Buston Robson, M.B.E., M.A., F.C.A., London. 

Mr Donald Victor House, F.C.A., London, was elected 
Vice-President. 


Annual Religious Service 


6. At its meeting on April rst, 1953, the Council decided 
that a religious service should be held annually and that 
members of the Institute be invited to join in it with 
members of the Council. This decision was announced in 
The Accountant of April 11th, 1953. The first service was 
held at noon on Wednesday, January 6th, 1954, at 
St Margaret’s, Lothbury. The service was conducted by 
the Rev F. H Hopkins, M.A., and was attended by the 


ane appendices, and references to them in the report, are not reproduced. — 
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members of the Council and by a number of other members 
of the Institute. Details of the service were published in 
The Accountant of January oth, 1954. 


Council and Committee Meetings Wi 


o, During the year 1953, the Council met on 12 occasions, 
on to of which both special and ordinary meetings were 
held. The following committees held 188 meetings: 


Applications .. 1. 10 General Purposes .. 11 
Disciplinary .. ee {3 Investigation en. 12 
District Societies .. 2 Library : 4 
Examination .. Se, 4 Parliamentary and Law 9 
Finance sie Ti P. D. Leake . . 2 


Special and-sub-committees .. , IIO 
The foregoing table does not include meetings with repre- 
sentatives of other bodies on matters requiring joint con- 
sideration. 


Overseas Relations Committee 


8. The Council has appointed a new standing committee, 
the Overseas Relations Committee, whose function is to 
deal with (1) relations with accountancy bodies and associa- 
tions overseas and (2) overseas legislation affecting the 
profession, with special reference to the protection of 
practice rights. Hitherto these matters have been dealt with 
by the General Purposes Committee and the Parliamentary 


- and Law Committee. The first members of the new com- 


mittee were appointed by the Council on March 3rd, 1954. 
The appointment of the new committee reflects the geréng 
importance which the Council attaches to the maintenance 
and extension of good relationships throughout the world, 
not merely in the interests of members of the Institute, but 
also as a means of furthering the proper development of the 
profession with which the Institute is so greatly concerned. 


Deaths of Members of the Council 


9. The Council records with regret the deaths of the 
following members of the Council: 

Mr Percy Morgan-Jones, F.c.A., Eastbourne, a member 
of the Council since 1937 and a past chairman of the 
District Societies Committee and of the Applications 
Committee. 

Mr Tom Walton, F.c.a., Manchester, a member of the 
Council since 1926 ‘and Vice-President of the Institute 
from 1938 to 1942. 


Council Resignations 


r0. The Council has to report with regret the resignation 
of the following from membership of the Council: 
*Mr James Stuart Mackenzie, A.C.A., Manchester, a 
member of the Council since 1948. 
Mr Harold Burgess Thomas Wilde, F.c.a., Birmingham, 
a member of the Council since 1938. 
*Denotes member not in practice. 


New Members of the Council 


11. The vacancies on the Council caused by the resigna- 
tions and deaths reported above have been filled as follows 
and in accordance with Bye-law 13 a resolution confirming 
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the appointments will be submitted to the annual meeting: 
Mr Redvers Boulton Leech, M.B.E., T.D., F.C.A,, 
Coventry. 
Mr Robert McNeil, F.c.a., Hove. ` ` 
*Mr Philip Vaughan Roberts, a.c.a, Bristol. . 
Mr Mark Wheatley Jones, B.COM., F.C.A., Manchester. 
*Denotes member not in practice. 


Retirement and Election of Members of the Council 


12. The following members of the Council retiring under 
Bye-law 5 are eligible for re-election. The names of the 
members in practice having been submitted to the district 
societies concerned and no other names having been sub- 
mitted, the Council recommends their re-election: 

Sir Harold Montague Barton, F.c.A., London. 

*Mr William Wallace Fea, B.A., A.C.A., Smethwick. 

` Mr George Robert Freeman, F.c.A., London. 
Sir Sydney Harold Gillett, M.C., F.c.a., London, 
Mr Thomas Buston Robson, M.B.E., M.A., 

London. 

~~ Mr Kenneth George Shuttleworth, F.c.a., Sheffield. 
*Mr Basil Smalipeice, B.COM., A.C.A., London. 
Mr Edward Gordon Turner, M.C., F.C.A., Manchester. 
Mr Mark Wheatley Jones, B.COM., F.Cc.A., Manchester, 
*Denotes member not in practice. 


F.C.A., 


- 


` Hospitality 


13. President’s daier. In accordance with custom, the 
President’s dinner was held on the evening of Tuesday, 
May 5th, 1953, the day preceding the annual meeting of 
the Institute. The names of those present were reported 
in The Accountant of May gth, 1953. 


Membership Changes 


14. During the year 1953, 890 new members were 
admitted. 11 former members resumed membership, 10 
through revocation of exclusion and 1 on the expiration of a 
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a) 5 Fellows not in practice became fellows in practice. 
Al x90 Associates in practice became fellows in practice. 
33 Fellows in practice became fellows not in prartice, 

2 Fellows in practice became fellows not in England or Wales. 

2 Fellows in practice became associates in practice. 
D as Fellows not in Eneland or Wales became fellows not in practice, 
4 Fellows not in practice became fellows not in England or Wales, 
h} 1 Fellow notin practice became an associace not in practice, 
I5 Sdt not In England or Wales became fellows not in England 

or Wales. 

(D 12 Associates in practice became associates not in England or Wales, 
k} 50 Associates in practice became associates not i in practice, 

4} 333 Associates not in practice became associates in practice, 

mi 2 Associates not in England or Wales became associates in practice, 

} 64 Associates notin England or Wales became associates not in practice. 

oi 141 Associates not in practice became associates not in England or Wales. 
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period of suspension. Under clause 22 of the supplemental 
Royal Charter, 12 members were excluded for non-payment 
of subscriptions, 11 members were’excluded for discreditable 
conduct and 3 members were suspended from member- 
ship, 1 for a period of one year, 1 for nine months, and 
1 for-six months. 32 members resigned and the deaths of 
138 members were reported. 

15. The admission of 6 members became void under 
Bye-law 41. One of them was later admitted and is included 
in the total of 890 above. ‘The others did not make a further 
application in 1953. 

16. The number of members of the Institute on January 
Ist, 1954, was 17, 561 against 16 E on January Ist, 1953, 
an increase of 705. The variations are shown by the ` 
statement in the preceding column. 


Fellowship 


r7. During the year 1953, 205 associates were elected 
to fellowship. 


` 


: List of Members 


18. The method adopted experimentally in 1953, whereby 
members were asked to complete a business reply card 
stating whether or not they wished to have a copy of the list 
of members for 1954, resulted in a saving of about £2,750. 
It has been decided to follow the same procedure for the 
1955 list and in future. Members who wish to receive a copy 
of the 1955 list are asked to complete the business reply 
card which accompanies this report and to return it forth- 
with. The printing order is based on the cards returned 
and the list cannot be made available to those whose cards 
have not been returned by July 31st (September 3oth for 
members overseas). 


e 


Reduced Subscriptions: Retired Members 


19. The subscriptions of 413 retired members were 
reduced to £1 1s od for the year 1953 after consideration of 
applications under Bye-law 43. 


Disciplinary Action 
20. Details are given in the appendix (page 46 of the 


‘report) of the findings and decisions of the Disciplinary 
Committee, or where applicable the Appeal. Committee, 


on formal complaints preferred by the Investigation Com- 
mittee in accordance with its duty under Bye-law 105.' The 
findings and decisions have been or will be published in 
The Accountant, 


Honours, Decorations and Awards 
21. The Council congratulates the following members 
who have received honours, decorations and awards: 
Barony 
Sir J. S. Holmes, F.C.A. 
K.B.E. 
Major-General (C.N.) Peter Bendall, C.B., O.B.E., 


A.C.A. 
Knighthood 


S. H. Gillett, M.C., F.C.A., W. J. Grimshaw, J.P., A.C.A., 
R. Jennings, M.P., F.c.A., J. G. Rutherford, A.C.A. 


C.B.E. 


W. O. Copeman, O.B.E., A.C.A., W. Harris-Burland, opp. 
T.D., FCA, F. V. Spark, A.C.A C. A. C. Turner, O.B.E., 
T.D., A.C.A., D. T, Waring, A.C.A., P. O. Williams, A.C.A. 


O.B.E. 


A. E. Barton, a.c.a., F. V. Denton, T.D., F.c.a., G. W. 
Killick, A.C.A., J. H. Trower, M.B.E., A.C.A. 


M.B.E. 
J. A. Dawson, A.c.a., D. G. H. Simmonds, A.C.A. 


1 Not reproduced, ~ Editor, 
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A.F.C. 
Squadron-Leader J. Miller, D.F.c., A.C.A. 
T.D. 


J. O. Attlee, F.c.a., P. C. Burt, A.C.A., Lieutenant- Caleael 
D. H. Cameron of Lochiel, B.A., A.C.A., A. Cotton, A.C.A., 
L. J. Crook, A.C.A., A. G. B. Drabble, A.C.A., S. H. Elder, 
AGA P. M. Fox, ACA., C. F. Kerr, A.C.A., D. V. Little- 
john; F.c.a., R. L. Madge, A.C.A., J. H. Mason, D.S.0., A.C.A., 
E. J: Mather, M.B.E., A.C.A., C. Middleton, M.C., B.A., F.C.A., 
G. H. Murray, F.C.A., I. M. Risdon, A.C.A., L. J. Shelton, 


A.C.A; F. J. D. Short, A.C.A., W. C. Tuke, A.C.A, W. E. 
Williamson, A.C.A. 

E.R.D. 
M. Campbell, A.C.A., J. H. Poynton, A.C.A. 

V.R.D. 


J. J. G. Bromell, A.C.A. 


Special Distinctions Conferred upon Members 


22. The honorary degree of Doctor of Civil Law was 
conferred upon Sir Harold Howitt, G.B.E., D.S.O., M.C., 
F.C.A., in Convocation at Oxford University i in July 19 53. 

23. ” Honorary membership of The Society of Incorporated 
Accountants and Auditors has been conferred upon Sir 
Harold Howitt and Mr G. O. May, F.C.A., C.P.A., in recog- 
nition of their outstanding contributions to international 
congresses on accounting and to the profession generally. 

24. Mr T. B. Robson, M.B.E., M.A., F.C.A., has been 
elected to fellowship of The Institute of Chartered Account- 
ants of Ontario, an honour which is reserved for those who 
have rendered distinguished service to the profession. 


Deaths of Members 


25. The deaths of two Council members (Mr Percy 
Morgan-Jones, F.c.A., and Mr Tom Walton, F.c.a.) have 
been recorded in paragraph 9g. 

26. The Council records with regret the deaths of five 
former members of the Council: 

Mr William Bolton, F.c.a., Llandudno, a member of the 

Council from 1921 to 1928. 

Mr Henry Crewdson Howard, F.c.a., London, a member 
of the Council from 1924 to 1953, Vice-President in 
1947 and a past chairman of the General Purposes 
Committee and of the Planning Committee. 

Mr William Edward Mounsey, J.P., F.c.A., Liverpool, a 
member of the Council from 1923 to 1942 and a past 
chairman of the Applications Committee. 

Mr Elliot Tennent Nicholson, F.c.a., Liverpool, a 
member of the Council from 1927 to 1942 and a past 
chairman of the Finance Committee. 

Mr William Rose, F.c.a., Newcastle upon Tyne, a 
member of the Council from 1935 to 1944. 

27. The Council also records with regret that the deaths 

of the following other members have been reported up to 
the date of preparing this report) 


Examinations 


28. Results. Examinations were held in May and November 
1953, the Preliminary examinations in London and Man- 
chester and the Intermediate and Final examinations in 
London, Birmingham, Leeds, Liverpool and Manchester. 
The following were the results: 








Passed Totals 

71952 

Preliminary .. 140 379 
Intermediate .. 995 7,938 
Final .. Ss Br4 2,030 
Total Ge 1,949 4,347 








2 These names are not reproduced. — Editor. 
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29. Examination fees. At the annual meeting on May 6th, 
1953, a member drew attention to the ‘substantial surplus’ 
shown in the 1952 examinations account and suggested 
that it would be appropriate to reduce the examination 
The President pointed out that if an allocation of salarie: 
and other administrative costs were made to the examina 
tions account it would certainly show a deficit. The fact that 
such an allocation is not made is indicated each year on the 
examinations account. The President also stated that it 
was a matter for argument whether the fees for certificates 
of exemption from the Preliminary examination are a 
proper credit to the examinations account. As stated in 
paragraph rog the Council has now decided to take these 
exemption fees direct to the income and expenditure 
account. 


Prizes and Certificates of Merit 


30. Candidates were placed in order of merit and 
awarded prizes and certificates of merit, as shown below.? 


Unsuccessful Examination Candidates- __-_-—_, 


31. Following the procedure first adopted after the 
November 1950 examinations, the Secretary has sent a 
letter to the principal of each articled clerk who was graded 
as a ‘bad failure’ in the Intermediate examinations in 1953, 
giving the opinion of the moderators that: 

‘A candidate who has been a “bad failure”? has little 
chance of passing the examination at a subsequent 
attempt unless the bad failure can be attributed to excep- 
tional circumstances such as illness, totally inadequate 
preparation or complete lack of effort.’ 

The records show that of the candidates who were classified 
as ‘bad failures’ in the May 1950 Intermediate examination, 
less than one-tenth succeeded in passing the Intermediate 
examination at a subsequent attempt. Correspondence with 
principals shows that this information is appreciated by the 
principals, by the articled clerks concerned and by their 
parents. 


Prize and Scholarship Trust Funds 


32. The Tom Walton Prize. The Council has acknowledged 
with gratitude a gift of the sum of £400 by the late Tom 
Walton, F.c.A., which he requested should be used to 
provide a new examination prize. The Council has not yet 
decided on the nature of the prize to be awarded but an 
announcement will be made in due course. The award will 
then commence with the examination to be held in Novem- 
ber 1954. 

33. Reinvestment of prize funds. As a result of a review 
of investment policy the Council has realized all the prize 
fund investments and those of the W. B. Peat Memorial 
Scholarship Fund, and reinvested the proceeds in irredeem- 
able corporation stocks. Details are shown in the accounts.’ 
These changes have increased the income available for 
prizes and also the income available to the Chartered 
Accountants’ Benevolent Association from the W. B. Peat 
Memorial Scholarship Fund. 

34. Carter, Gregory and West Prizes. In order to remove 
practical difficulties created by the terms under which they 
are awarded, the Council has made arrangements whereby 
in future the Roger N. Carter Prize and the Theodore 
Gregory Prize will be awarded by the Manchester Society 
of Chartered Accountants and the West Prizes will be 
awarded by the Birmingham and District Society of 
Chartered Accountants. The Council appreciates the 
co-operation of those who have agreed to these new arrange- 

ments. Appropriate amendments will be made in the n 
edition of the booklet General Information and Syllabus of 
Examinations, which contains details of the prizes. / 


Late Attendance at Examinations 


35. Arcandidate who had consistently been late in arriving 
at each paper at more than one examination was warned 


1 The names of the candidates are not reproduced. — Editor. 
? See page 495. 
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that he would not be permitted to enter the examination 
room in the event of his being late at a paper in any future 
examination. 


Syllabus of Examinations 


36. Excess profits levy. At its meeting on May 6th, 1953, 


the Council decided that no question requiring a knowledge 
of the excess profits levy would be set in the November 1953 
Intermediate examination or in any subsequent Intermediate 
examination. A statement to that effect was published in 
The Accountant of May 30th, 1953. At its meeting on 
February 3rd, 1954, the Council decided that no question 
requiring a knowledge of the excess profits levy would be 
set in the November 1954 Final examination or in any 
subsequent Final examination. A statement to that effect 
was published in The Accountant of February 13th, 1954. 
37. Intermediate examination syllabus. The Council 
decided at its meeting on November 4th, 1953, to amend 
the syllabus for two subjects in the Intermediate examina- 
tion. The changes will take effect commencing with the 
-May 1954 examination. The Councils statement was 
published tn The Accountant of November 14th, 1953. 


Eligibility for the Intermediate Examination: 


38. The Council has decided to submit a resolution at a 
special meeting to follow the annual meeting in 1954 to 
vary the bye-laws so as to provide that, commencing with 
the May 1955 examination, an articled clerk serving for a 
period in excess of three years may present himself for the 
Intermediate examination after the expiration of two years 
of his term of service and that, in any other case, he may so 
present himself after the expiration of one year of his term 
of service. This decision was reported.in The Accountant 
of November 14th, 1953. 


Exemption from the Preliminary Examination 


39. Bye-law 78. During the year 1953, cértificates of 
exemption from the Preliminary examination were issued to 
1,254 persons who had passed exempting examinations, 
compared with 1,256 in the previous year. 

40. Bye-law 79. During the year 1953, exemption from 
the Preliminary examination was granted to 14 persons, 

“not being under thirty years of age, who made applications 
under Bye-law 79, which relates to persons who at the date 
of application have been for ten years continuously in 
employment as clerks to members in practice. 


Articles of Clerkship 


41. Registrations. During the year 1953, the number of 
atticles of clerkship registered was -1,361, compared with 
1,388 in 1952. The total registrations in the five years to 

‘December 31st, 1953, were 6,884. 


42. Prescribed clauses. Four applications were received ` 


during the year 1953 for permission to waive the inclusion 
of some of the provisions prescribed under Bye-law 51 for 
inclusion in all articles; 3 applications were granted, The 
Council has amended the wording of one of the prescribed 
clauses, to make clear that the covenant to become a 
member of a students’ society involves an obligation to 
remain a member throughout the articles. 

43. Bye-law 58 (c). During the year 1953, 12 applications 
were received and approved under Bye-law 58 (c) in respect 
of articled clerks desiring to spend periods not exceeding 
six months in an industrial, commercial or other suitable 

organization. l 


V 


~ 


S Articled Clerk: Disciplinary Action 


44. Since the last report the Disciplinary Committee has 
considered a formal complaint preferred by the Investiga- 
tion Committee against an articled clerk. The finding and 
decision of the Disciplinary Committee are recorded in the 
Appendix, page 48,1 and will be reported in The Accountant. 


1 Not reproduced, — Editor. 
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Bye-laws 61 and 85 (6) 


45. Persons who have been for ten years continuously 
in employment as clerks to members in practice (or have 
had experience which in the opinion of the Council is 
equivalent to such employment) may apply for a reduction 
in the period of service under articles (Bye-law 61) and 
exemption from the Intermediate examination (Bye-law 
85 (ii. Applicants were in all cases interviewed by a sub- 
committee unless they had already been interviewed in 
connection with an application under Bye-law 79 (see 
paragraph 40). The applications considered during 1953 
under these bye-laws were as follows: 

Bye-law Gr: 22 applications, of which 21 were granted. 

Bye-law 8 5 (b): 20 applications, of which 18 were granted. 


The Universities and the Accountancy Profession 


46. Exemptions granted under Bye-law 85 (a). During 
the year 1953, exemption from the Intermediate examina- 
tion was granted to 51 articled clerks who had graduated 
after taking one of the degree courses approved for the 
purposes of Bye-law 62. 

47. Approved universities degree courses. At its meeting 
on May 6th, 1953, the Council approved for the purposes 
of Bye-law 62 the degree of Bachelor of Arts (either pass 
or with honours) in the University of Wales for students 
commencing their degree course after September 3oth, 
1953 (the new course being in place of the previously 
approved course for the pass degree of Bachelor of Arts), 
provided that the subjects taken are in accordance with the 
course approved by the Joint Standing Committee of the 
Universities and the Accountancy Profession. There have 
been no other changes in the approved degrees, details of 
which are given in the joint standing committee’s booklet 
The Universities and the Accountancy Profession. 

48. Second report of the joint standing committee. The 
Joint Standing Committee of the Universities and the 
Accountancy Profession has issued its second report, 
covering the eight years 1945-46 to 1952-53 during which 
the scheme has been in operation. The report was issued in 
January 1954 and can be obtained, without charge, on 
application to the offices of the Institute. It includes 
statistics showing passes and failures in the Final examina- 
tions of the participating accountancy bodies by graduates 
exempted from the Intermediate examinations; but it 
emphasizes that the scheme has not been in operation long 
enough to enable any firm conclusions to be drawn. The 
scheme is still in the experimental stage. 


Articled Clerks: National Service 


49. Bye-law 63: National service. During the year 1953, 
the Council granted two applications for exemption from 
the Preliminary examination under Bye-law 63 (a), no 
reductions in the period of service under articles (Bye-law 
63 (c)) and no exemptions from the Intermediate examina- 
tion under Bye-law 63 (d). At its meeting on October 6th, 
1953, the Council authorized the publication of the follow- 
ing statement which was published in The Accountant of 
October 17th, 1953: = 

‘After December 31st, 1953, the Council will not 

consider any further applications under Bye-law 63 (a) 

for exemption from the Preliminary examination or 

under Bye-law 63 (c) for reduction in period of service 

under articles.’ 
This decision does not affect persons born before Fanuary 
Ist, 1929, whose service under articles has been interrupted 
by national service. Such persons are subject to the rules 
made by the Council under Bye-law 63 (b) which enable a 
period of national service to be deemed to count as service 
under articles, but also require a specified minimum period 
of service in the office of a practising member as a condition 
precedent to admission to membership. A substantial 
(though declining) number of the applications for admission 
to:‘membership during the year 1953 were from persons 
eligible for concessional treatment under these rules. 

so. No concessions or exemptions on: the ground’ of 
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national service are available to persons born on or after 
January 1st, 1929. Such persons are able to obtain deferment 
of national service, subject to the regulations laid down by 
the Ministry of Labour and National Service; they are 
therefore required to satisfy the normal requirements of 
the Royal Charters and bye-laws, notwithstanding any 
interruption by national service where deferment is not 
taken. The current deferment regulations are given in the 
booklet General Information and Syllabus of Examinations. 


Students’ Societies 


51. Rules of students’ societies. In view of the clause 
prescribed for inclusion in all articles whereby an articled 
clerk is required to become a member of a students’ society, 
the Council has considered it necessary to inform all 
students’ societies that provisions must be made in their 
rules to the following effect: 

(i) that a member who has been required under the 
terms of his articles to -become a member of a 
students’ society shall not be permitted to resign his 
membership whilst he remains under articles unless 
he has already joined another students’ society; 

(ii) that a member whose subscription remains unpaid at 
the expiration of the subscription year shall not be 
entitled to receive any notice or to attend meetings 
of the society until the arrears of subscription have 
been paid but that he shall nevertheless remain liable 
to pay all subscriptions which become due before the 
date when his resignation from the society becomes 
effective; 

(iii) that rules and amendments thereto shall not come 
into operation until the prior approval of the Council 
has been obtained. 

52. Membership of a students’ society. The Secretary has 
continued the practice of making inquiries in cases where an 
articled clerk has failed to become a member of a students’ 
society in contravention of the prescribed provisions in his 
articles of clerkship. 

53. Attendance at students’ society meetings. In his addresses 
at district society and other functions, the President has 
frequently referred to the encouragement which principals 
should give to their articled clerks to participate in the 
activities of students’ societies. The Council is pleased to 
learn that there have been some indications that attendances 
at lectures and other functions held by students’ societies 
are improving. The Council wishes to continue to impress 
upon principals the need. to encourage their articled clerks 
to particpate fully in the activities of students’ societies. 

54. Institute publications. At its meeting on October 6th, 
1953, the Council decided that in future there shall be sent 
to all chartered accountant students’ societies, for distribu- 
tion to their student members, a bulk supply of any Institute 
publication which is distributed to all members of the 
Institute and is made available without charge on applica- 
tion; provided in each case that the relevant committee of 
the Council considers the subject-matter is suitable for 
such distribution to students. No documents have yet 
been distributed in this way. 

55. Union of Chartered Accountant Students’ Societies. 
The fifth annual meeting between officers and students 
constituting a liaison committee of the Union of Chartered 
Accountant Students’ Societies and the President and 
certain members of the Council took place on March 18th, 
1954. Once again this meeting provided an opportunity for 
a most useful informal discussion on matters of interest 
and concern to articled clerks. 


Articled Clerks from Overseas 


56. The Council is aware of the difficulty which is often 
experienced by persons overseas in arranging for articles of 
clerkship. Any member who is prepared to consider taking 
under articles a student from overseas is asked to write to 
the Secretary. In this connection the following letter from 
the Secretary appeared in The Accountant of January oth, 
£954: 
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“VACANCIES FOR OVERSEAS ARTICLED CLERKS 


‘Sir,~ I should like again to draw the attention of 
members of the Institute to the difficulties which confront 
students from the colonies and from other countries i 
the British Commonwealth who desire to enter intg 
articles. It is recognized that there are practical difficulties, 
such as obtaining an introduction and arranging for a 
preliminary interview, which apply ‘especially in such 
cases. The general shortage of vacancies following the 
large number of articles of clerkship registered in recent 
years has also made the position more difficult and, in 
some offices, vacancies for an articled clerk are often 
pledged a long time in advance. 

‘In many cases these students from overseas are men 
who have been specially selected for professional training 
in this country and are sponsored by the London repre- 
sentatives: of the countries from which they come., 

‘Membership of the Institute is, of course, open to a 
person of any nationality and the Council wishes to do 
what it can to ensure that suitable overseas students are 
given the opportunity to qualify as members. -= 

‘I shall therefore be glad if any member with a suitable 
practice who has, or is likely to have, a vacancy in the 
near future for an overseas student as an articled clerk, 
will kindly let me know. 

Yours faithfully, 
ALAN S. MACIVER, 
Secretary.’ 


Summer Courses 


57. 1953. The seventh summer course, held at Christ 
Church, Oxford, from July roth to 15th, 1953, was attended 
by 166 members, of whom oo were in practice, 32 were 
engaged in industrial, commercial and other occupations and 
44 were engaged with public accountants. Four addresses 
were presented as follows: ‘Some problems of the char- 
tered accountant in practice’, by Mr W. L. Barrows, F.c.a,; 
‘Organization and activities of the accounting profession in 
the United States’, by Mr John L. Carey (Executive 
Director, American Institute of Accountants); ‘Taxation, 
other than taxation on income’, by Mr P. F. Carpenter, 
F.c.A.; and “The chartered accountant in industry’, by 
Mr J. Clayton, A.C.A. The full text of these four addresses, 
together with the programme for the course, was subse-_ 
quently reprinted in the form of a booklet for which an 
order form was sent to all members of the Institute on 
August 14th, 1953. The price of the booklet is 5s post free. 

58. 1954. The eighth summer course, on similar lines, 
is to be held from Thursday, September oth, to Tuesday 
September r4th, 1954, again at Christ Church, Oxford. 
Arrangements have been made for five addresses to be 
presented as follows: ‘Stock control: (1) Manufacturing 
business’, by Mr F. J. Weeks, A.C.A., and ‘(2) Distributive 
trade’, by Mr D. C. Urry, a.c.a.; ‘Auditing’, by Mr C. C. 
Taylor, F.c.A.; ‘General problems of an accountant in 
industry’, by Mr S. Dixon, M.A., A.c.A.3; and “The work of 
the Institute’, by Mr Alan S. Maclver, M.C., B.A. An 
announcement, giving preliminary details and inviting 
members to obtain application forms, was issued to all 
members of the Institute on January 26th, 1954. The 
application list closes on April 30th, 1954, and vacancies 
will then be allotted by ballot. 

$9. 2955. Provisional arrangements have been made with 
Christ Church, Oxford, for a course to be held from 
Thursday, July 7th, to Tuesday, July 12th, 1955. 


Autumn Meetings Ee 

Go, 1953. The twenty-first autumn meeting of the Insti-/ 
tute was held at Scarborough from October 8th to roth, 
1953. This enjoyable and successful meeting was arranged 
by the Hull, East Yorkshire and Lincolnshire Society of 
Chartered Accountants and was attended by 511 members 
and ladies. Papers were presented by Mr K. A. E. Moore, 
F.c.A., on “The accountant as financial adviser’, and by 
Mr E. N. Macdonald, D.F.c., F.c.A., on “The excess profits 
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levy’. The papers were circulated in advance and were 
introduced by their authors after which those present were 
able to take part in a discussion. Mr Derek du Pré kindly 
das Honorary Public Relations Officer in connection: 
ith the meeting. A booklet recording the proceedings and 
reproducing the papers was published in November 1953 
and was made available to members of the Institute at 
2s 6d per copy post free and to others at 5s post free. ‘The 
proceedings were reported in The Accountant of October 
mth and 24th, 1953. 

61. 1955. The Council has accepted with much apprecia- 
tion an invitation from the Liverpool Society of Chartered 
Accountants to hold an autumn meeting in 1955 in the 
area of that society. 


Meetings of Accountancy Bodies Abroad 


62. Amsterdam. Mr D. A. Clarke, LL.B., F.c.A., and the 
. Secretary, accompanied by Mrs MacIver, "represented the 
Institute at the Accountants’ Yearday of the Nederlands 
Instituut van Accountants held on September 26th, 1953, 

at Amsterdam. 

63. Frankfurt. The President, Mr James Blakey, F.C.A., 
and the Secretary, accompanied by Mrs Blakey and Mrs 
MacIver, represented the Institute at the annual meeting of 
the Institut der Wirtschaftspriifer held on November 
18th to 2oth, 1953, at Frankfurt-am-Main. 


International Congresses 


64. Sixth International Congress on Accounting, 1952. 
Contributions by the sponsoring bodies in excess of the 
final congress deficit were refunded to them on October 
26th, 1953. Unsold copies of the congress book of proceed- 
ings and copies of papers were also distributed to the 
sponsoring bodies. The amount refunded to the Institute, 
together with the proceeds of sales of papers and the book of 
proceedings, is shown in the income and expenditure 
account. 

65. Proposed Seventh International Congress on Account- 
ing. The Nederlands Instituut van Accountants has begun 
to make arrangements for the holding of the Seventh 
International Congress on Accounting in the Netherlands 
in 1957. When he attended the Accountants’ Yearday at 

Amsterdam in September 1953 Mr Maciver was able to 


-place at the disposal of the Netherlands Institute his- 


experience as Secretary of the Sixth International Congress 
on Accounting. 


District Societies 


66. Annual conference. The annval meeting of representa- 
tives of the district societies and representatives of the 
Council took place on November roth, 1953. As on previous 
occasions this meeting offered a valuable opportunity for 
free discussion on many matters of importance and interest. 

67. President e visits. The President and Secretary have 
attended the annual dinners or other functions of the 
district societies and have, whenever possible, taken the 
opportunity of visiting students’ societies at the same time. 
Other members of the Council have represented the 
Institute at dinners and other functions held by branches 
and students’ societies. 

68. Grants. During the year block grants to district 
societies based upon their membership were made in 
accordance with the new scheme adopted by the Council in 
January 1953 (see paragraph 68 of the last report). As a 
transitional measure extra grants have been made to certain 
district societies to provide them with a minimum working 

balance as from the commencement of the new system. 

` 69. Expenses of presidents of district societies. The Council 
has decided that, with effect from October rst, 1953, the 
presidents of district societies may be reimbursed by the 
Institute for their travelling expenses when attending 
annual dinners, or equivalent functions, of other district 
societies and the annual dinner given by the President of 
the Institute. The payment of such expenses is in addition 


' See page 496, 
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to the comprehensive grant paid to district societies and 
referred to in the preceding paragraph. 


Ownership of Records 


oo. At its meeting on October 6th, 1953, the Council 
authorized the publication of a revised statement regarding 
the ownership of records. This replaces the statement at 
pages 140 to 142 of the Members’ Handbook and will be 
included in the next pamphlet of supplements. 


Accounting Principles 


ot, Excess profits tax post-war refunds. At its meeting on 
August 5th, 1953, the Council authorized the publication 
of a statement amending recommendation XI in view of 
Section 32, Finance Act, 1953. 

42. Prospectuses. On November 13th, 1953, the Council 
published number XVI in the series of recommendations 
om accounting principles under the title Accountants’ 
Reports for Prospectuses: Adjustments and Other Matters. A 
copy was sent to each member of the Institute on Novem," 
ber 11th, 1953. The copies sent to members were printed 
and punched in a form suitable for insertion in the 1953 
reprint of the loose-leaf booklet published by Gee & Co 
(Publishers) Ltd, which contains the previous fifteen 
recommendations and notes of amendments made thereto 
from time to time by the Council. 

73. Recommendation XV. At its meeting on January 
6th, 1954, the Council authorized the publication of the 
following statement, which was published in The Account- 
ant of January 16th, 1954: 


RECOMMENDATION XV: ACCOUNTING IN RELATION TO 
CHANGES IN THE PURCHASING POWER oF MONEY > 


‘The headnote to the Council’s Recommendation 
XV, issued on May 30th, 1952, stated that the whole 
subject of accounting in relation to changes in’ the 
purchasing power of money was of such importance that 
the Council proposed, after the International Congress 
on Accounting in June 1952, to invite other professional 
bodies to join with it in further study of the subject. 
Accordingly, in July 1952 the Council issued invitations 
to The Institute of Chartered Accountants of Scotland, 
The Society of Incorporated Accountants and Auditors, 
The Institute of Chartered Accountants in Ireland and 
The Association of Certified and Corporate Accountants. 
All these bodies appointed representatives to meet with 
representatives of the Council with the object of consider- 
ing whether there is a practicable and generally acceptable 
alternative to the existing conception of profit computed 
on the basis of historical cost. A first meeting was held 
in November 1952, when Recommendation XV was 
discussed and the representatives of the Scottish Institute, 
the. Society and the Association undertook to obtain for 
consideration at a further meeting the views of their 
respective Councils. (The representative of the Irish 

Institute was unable to be present.) 

‘Memoranda submitted on behalf of the Councils of 
each of the three bodies were considered at a second 
meeting in December 1953. At the end of this meeting 
the representatives of the Council stated that they were 
willing to arrange a further meeting or meetings if the 
representatives of the other bodies so desired, but as 
none felt there was any likelihood of general agreement 
being reached between the various bodies it was decided 
that the discussions should be regarded as closed. 

‘During these two meetings nothing has emerged which 
makes it necessary for the time being for the Council to 
amend or add to the comprehensive review of the subject 
which is contained in Recommendation XV.’ 


tome 


Internal Audit 


74. A pamphlet of Notes on the Relation of the Internal 
Audit to the Statutory Audit was issued to all members of 
the Institute on August 14th, 1953. Copies will be supplied, 
without charge, to persons interested. 
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Treatment of Profits Tax in Accounts 


75. A pamphlet of Notes on the Treatment of Profits Tax 
in Accounts was issued to all members of the Institute on 
November 11th, 1953. Copies will be supplied, .without 
charge, to persons interested. 


Taxation 


„6, Finance Act, 1953. A memorandum on the Finance 
Bill was submitted to the Chancellor of the Exchequer on 
May rech, 1953, and was discussed with representatives of 
the Board of Inland Revenue on May 27th, 1953, when 
the Institute was represented by Mr W. H. Lawson, 
C.B.E., BA, F.C.A., Mr T. B. Robson, M.B.E., M.A., F.C.A., 
and Mr D. A. Clarke, LL.B., F.C.A. At its meeting on 
February 3rd, 1954, the Council authorized the publica- 
tion of the following statement which was published in 
The Accountant of February 13th, 1954: 


FINANCE ACT, 1953, SECTION 20 
SUBVENTION PAYMENTS 


“The Council has received the following statement 
from the Board of Inland Revenue in reply to an inquiry 
as to the Board’s practice in regard to the interpretation 
of the words “‘under an agreement” in Section 20 (2) 
of the Finance Act, 1953: 


“Under the provisions of subsection (2) of Section 
20, Finance Act, 1953, a payment must, if it is to be 
treated as a subvention ‘payment within the meaning 
of that section, be ‘made under an agreement providing 
for the paying company to bear or share in losses or a 

` particular loss of the payee company’. As you suppose, 
such an agreement may in our view be in writing, e.g. 
in the form of aw exchange of letters, or even oral. 
We are advised that the contract, if not under seal, 
would, to be valid, require to be for a consideration, 
but the adequacy of the consideration in point of value 
would be immaterial.” ? 


77. Schedule A maintenance and other claims by a purchaser 
of property. At its meeting on August sth, 1953, the Council 
authorized the publication of a statement drawing attention 
to a means whereby a purchaser of property may obtain 
from the vendor the information necessary for the purpose 
of a taxation claim. 

78. Estate duty anomalies. At its meeting on November 
4th, 1953, the Council approved a memorandum for 
submission to the Board of Inland Revenue in connection 
with the Chancellor of the Exchequer’s review of anomalies 
arising under estate duty law.! Copies of the memorandum 
were issued to all members of the Institute on November 
26th, 1953, and a limited additional quantity was printed 
for issue to persons interested. The memorandum is now 
out of print. 

79. Taxation treatment of provisions for retirement. The 
report of the Tucker Committee (Cmd. 9063) was published 
in February 1954. The Council’s memorandum to the 
committee was reproduced at page 55 of the annual report 
for 1950.1 The Council will keep a watch on future develop- 
ments, particularly in relation to self-employed persons. 


Taxation and Research Committee 


80. Meetings. During the year 1953, the Taxation and _ 


Research Committee held 6 meetings, its four standing 
sub-committees held 17-meetings, and ten special sub- 
committees held 82 meetings, making a total of 105 meet- 
ings for the committee and fourteen sub-committees. (The 
comparative total for 1952 was 113 meetings.) 

81. Activities. The Taxation and Research Committee 
has been responsible for much of the drafting work in 
connection with the Notes on the Relation of the Internal 
Audit to the Statutory Audit (paragraph 74), the Notes on 


EE EE EE EE 
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the Treatment of Profits Tax in Accounts (paragraph 75), 
Recommendation XVI, Accountants’ Reports for Prospectuses: 
Adjustments and Other Matters (paragraph 72), the memor- 
andum on Estate Duty Anomalies (paragraph 78) and th 
Finance Act, 1953 (paragraph 76). Other subjects remai 
under consideration. Matters which had reached a suffis 
ciently advanced stage were submitted to the regional 
taxation and research committees of the district societies for 
their comments. 

82. Constitution. An outline of the constitution of the 
‘Taxation and Research Committee is given at page 29 of 
the Members’ Handbook as amended by supplement number 
4. With the agreement of the committee, the Council 
decided at its meeting on January 6th, 1954, to make the 
following changes, which will take effect for appointments 
for the committee’s year commencing on October Ist, 1954: 


(i) An increase from six to ten in the number of members 
appointed by the Council and the removal of all 
stipulations attaching to the Council appointments 
(that is to say removing the requirement to appoint a 
certain number of members who are members of the 
Council and the requirement to appoint a certain ~ 
number of members who are not in practice). 


(ii) A reduction from twelve to eight in the number of 
members co-opted by the Taxation and Research 
Committee, in order to provide the four additional 
seats to be at the disposal of the Council without 
increasing the size of the committee, 


83. Secretary. Since 1946 Mr F. M. Wilkinson, A.C.A., 
an Assistant Secretary of the Institute, has acted as Secre- 
tary to the Taxation and Research Committee, with the 
assistance since 1951 of Mr K. H. Saunderson, A.C.A., whose 
temporary appointment for a period of up to three years 
(reported in paragraph 109 of the report for 1951) comes to 
an end in June 1954. Because of the volume of work of the 
committee and of the Council committees which Mr 
Wilkinson attends, the Council has decided to relieve him 
of direct responsibility for the work of the Taxation and 
Research Committee and has appointed to the staff of the 
Institute Mr Leslie John Henry Noyes, B.Sc.(RCON.), A.C.A., 
as the full-time secretary to the Taxation and Research 
Committee. Mr Noyes will take up his duties on April 
2zrst, 1954. The Council wishes to record its warm apprecta- 
tion of the outstanding work done by Mr Wilkinson for | 
the committee. y 


Select Committee on Nationalized Industries 


84. At its meeting on October 6th, 1953, the Council 
authorized the publication of the following statement, which 
was published in The Accountant of October 17th, 1953: 

‘In February 1952 a memorandum entitled Professional 

Accountants and Undertakings whose Accounts are 

Required by Statute to be Laid Before Parliament was 

submitted to H.M. Treasury. This memorandum has 

been considered by the Select Committee on Nationalized 

Industries and is reproduced at pages 21~37 of the 

report of that Committee, which was published by H.M. 

Stationery Office in August 1953. Oral evidence in 

support of the memorandum was given before the Select 

Committee by Sir Harold Howitt and Mr T. B. Robson.’ 
The February 1952 memorandum is reproduced in the 
Appendix, page 57.3 


Remuneration of Administrator Pendente Lite 


85. Financial support from the funds of the Institute 
has been given for an appeal by a member who accepted. 
nomination by the President to act as administrator pendenie/ 
lite and whose charges calculated on a time basis wer 
drastically reduced through’ the application by the ‘Taxing 
Master of a percentage on realizations. The Judge in 
Chambers declined to depart from the percentage basis and 
accordingly the appeal was dismissed and the judge refused 
to give leave to appeal further. 


* Not reproduced .— Editor. 
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“What is a good, secure investment 
for this money?” 


“I would suggest shares in the 
Westbourne Park, which has been 
established now for 68 years.” 


“is their rate of interest worth while?” 


“Yes, very—24%, income tax paid by the 
Society — and, what Is more, there are 
no investment expenses and withdrawals 
are easy; in fact...... 
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quick overall picture 
of the comprehensive 
M.M.M. Service. 


PLANT, MACHINERY AND 
INDUSTRIAL PROPERTIES 





Moores 
Modern 






Its eight concise pages Methods d. also 
give brief details of: Kach VAL UA TIONS 
LOOSE-LEAF BINDERS, ` MACHINE ACCOUNTING for Public Issue, Stock Exchange Quotation, 
Si Dee EE Balance Sheets, Probate, Insurance and other 
" “RECORDS AND PRINTED MATTER POER Zë eet ce DEES 
a SIBLE RECORDS gag 8 
and complete list of other FREE publications 
EE 46 GRESHAM STREET, LONDON, EC2 
Just send your Letter-heading or Business Card marked Tel: MONarch 3422 (8 lines) 
‘Book No. 1170A" ` 
Telegraphic Address: ‘SITES LONDON’ 
MOORE’S MODERN METHODS LTD FACTORY SPECIALISTS FOR OVER 75 YEARS 


19, 20 & 21 Farringdon Street, London, EC4 





Take your hands out of the Firms pockets 
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| ““Carter-Parratt ? Oh yes, the visible 


“Tt isn’t that you waste f 


your time, nor is your work record specialists. Aren’t they the people 


slack—but so often I have to eee Vistem ? Well, ask them to call 
wait for facts and figures which and we will see what they suggest. Incidentally, 
never seem to be in your we could ask them about the stock record 
records. We really must systems, too.”’ | 
do something about it.”’ | 
“Yes, sir. Shall I get 


Carter-Parratt on the 


CARTER-PARRATT LTD. 


35 
telephone? (VISIBLE RECORD SPECIALISTS SINCE 1914) 


IDDESLEIGH HOUSE, 3 CAXTON STREET 
MN SH LONDON, S.W.1 
- |. Soen Telephone: ABBey 3675 


May Ist, 1954 


3 Advertising of Accountancy Services by 
Members of Other Professions and by Banks 


86. The Council has continued, as occasion demands, to 


take up with other professional bodies and with banks cases 
}where there has been what is considered to be undesirable 
advertising of accountancy services. A firm of auctioneers, 


which referred in its advertisements to the management of ` 


farms and agricultural estates, farm accounts and taxation, 
has undertaken, through the secretary of the professional 
body concerned, to alter its advertisement. A firm of 
auctioneers and estate agents has been instructed by the 
professional body concerned to omit all reference to account- 
ancy from its public announcements. 


Proposed Formation of a National Association 
of Practising Accountants 


87. In reply to a letter written on behalf of the promoters 
of a proposed body to be known as the National Association 
of Practising Accountants ON A DA IL the Secretary was 
instructed to send the following letter: 


~ “Dear Sir, 
‘N.A.P.A. 


. “The letter dated July 27th, 1953, signed by you on 
behalf of yourself and others, has now been considered 
by the Council of the Institute. 

‘In answer to the one question which is asked, the 
Council is not in any way sympathetic to the proposals. 
The Council does not accept as valid nor as factually cor- 
rect the reasons advanced by the signatories of the letter to 
justify the formation of the proposed association. 

‘In view of the cordial relations which exist between 
the recognized bodies and the close co-operation of these 
bodies on matters affecting the profession as a whole, the 
Council would deprecate the formation of any further 
body purporting to represent the interests of practising 


accountants. 
“Yours faithfully, .. 
‘ALAN S. MACIVER, 
Secretary. 
The letter received and the above reply were published in 
The Accountant of August 15th, 1953. 


Pension Fund for Staff in Accountants’ Offices 


- "SR The sub-committee appointed in 1952 (paragraph 89 
of the last report) to investigate the possibility of setting up a 
pension trust fund for the purpose of creating a contributory 
pension scheme covering all employees of those holding a 
practising certificate from the Institute and to advise on 
the best methods whereby such a trust fund could become 


actuarially sound in the shortest possible period, has made a’ 


second report to the Council.covering the sub-committee’s 
work during the past year. The sub-committee has studied 
the report of the Tucker Committee on the Taxation 
Treatment of Provisions for Retirement issued in February 
1954. Now that the Chancellor of the Exchequer has stated 
that it is not possible for him to implement the ‘Tucker 
Committee’s proposals in present circumstances, the sub- 
committee will consider the matter further on the basis of 
existing legislation. 


Accountants’ Joint Parliamentary Committee , 


89. The Accountants’ Joint Parliamentary Committee 
has continued its work of watching all parliamentary 
matters relating to the qualification and status of accountants 
and auditors. Throughout the year under review the joint ‘ 

-committee has been successful in maintaining the adoption 

‘of a form of audit clause which confines in effect the choice 
‘of professional auditor to members of the accountancy 
bodies represented on the joint committee. 


Section 161 of the Companies Act, 1948 


oo, In paragraph or of the last report it was stated that 
submissions had been made to the President of the Board of 
Trade by the presidents of all the accountancy bodies 
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represented on the Co-ordinating Committee, recommend- 
ing to the Board of Trade that Section 161 of the Act be 
amended so as to extend the application of that section to all 
‘companies and to strengthen the requirements of the Act in 
‘respect of the qualification of persons for appointment as 
auditors. This matter is still under consideration by the 
Board of Trade. 


Approved Auditors 


or. At its meeting on June roth, 1953, the Council 
authorized the publication of a statement regarding rules of 
friendly societies which contain detailed regulations as to 
the manner in which an audit is to be carried out. 


Overseas Legislation 


92. Legislation and other developments affecting the 
practice of accountancy and auditing in various parts of 
the world have been watched closely and representations 
have been made, when necessary, through the appropriate 
channels. 

93. The South African Public Accountants and Auditors 
Act, 1951, came into operation on November Ist, 1951. 
Section 30 prohibits partnerships and profit-sharing between 
accountants resident in the Union and accountants resident 
outside the Union and it also prohibits the use of a firm 
name which contains the name of any person who ts not or 
was not during his lifetime ordinarily resident in the Union. 
Following representations by affected firms and by the 
Institute during the passage of the Bill, a proviso was 
inserted whereby partnerships in existence on April 12th, 
1951, are not subject to the prohibitions until October 31st, 
1956, or such later date as may be prescribed. The South 
Africa Public Accountants and Auditors Board was directed 
by the Minister of Finance to conduct an investigation into 
these prohibitions. The Council submitted a substantial 
memorandum to the Board and also arranged for oral 
evidence to be given during the Board’s investigation; for 
this purpose Mr W. H. Lawson, C.B.E., B.A., F.C.A., flew to 
Johannesburg in August 1953. The outcome of the Board’s 
investigation is now awaited. The Council wishes to record 
its great appreciation of Mr Lawson’s action in undertaking 
‘this journey and also of the most able manner in which he 
gave evidence before the Board. 

94. The Council believes that the ideal arrangement is 
reciprocity, in all parts of the world, of the right to practise 
under the professional: designation which the individual 
accountant has obtained by suitable training, experience 
and examination and that there should be no restrictions on 
the right to enter into partnership or agency arrangements 
with properly qualified accountants, whatever may be their 
country of residence. It is against this general background 
that representations are made when developments in over- 
seas countries are prejudicial to the interests of members of 
the Institute. 


The P. D. Leake Trust 


95. At its meeting on February 3rd, 1954, the Council 
approved the first accounts of the P. D. Leake Trust, 
covering the period up to October 31st, 1953, with a report 
on the administration of the trust. (The trust was first 
referred to in paragraph 108 of the annual report for 1949.) 
The report and accounts are accompanied by a report by 
the P. D. Leake Committee regarding the application of the 
income of the trust. Copies became available on February 
24th, 1954, and any interested person may obtain a copy, 
without charge, on application to the offices of the Institute. 
The Council has decided that reports and accounts to 
October 31st shall be prepared each year and made available 
in similar manner, the cost being borne by the trust income. 

96. The Institute’s income and expenditure account for 
1953! shows a contribution of £1,500 from the income of 
be P D. Leake Trust. This relates to the initial period 
from November 27th, 1949, to October 31st, 1953, and is a 
contribution towards the salaries of Institute staff engaged 
on the financial administration of the trust. This amount 


1 See Page 496. 
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and a future contribution of {250 per annum (subject to 
review as may be necessary) have been approved by the 
Ministry of Education. The trust comes within the jurisdic- 
tion of the Ministry of Education as it is of an educational 
character, 


Library 


oz, Activity. The following figures show the extent to 
which the library has been used in recent years: 


Persons Books 
Year attending lent 
1948 7,959 3,822 
1949 8,389 33725 
1950 9,092 3,929 
1951 *10,263 4,213 
1952 9,819 4,509 
1953 10,200 ž . 4,869 


* Exceptional, because the members’ room was closed for redecoration 
during part of the year, 


98. Short list. Cumulative supplements to the August 
1952 edition of the Short List of Books in Most Frequent Use 
were announced in The Accountant of June 2oth, 1953, 
and March 6th, 1954. Copies of the list and the current 
supplement are available to members, without charge. An 
addressed label should be sent if copies are required by post. 

99. Photocopfing. Members occasionally wish to borrow 
certain books or periodicals which are available for reference 
but not for lending. Photographic copies of the relevant 
pages can now be made for the private use of a member. 
Copies so made are the property of the Institute and are 
issued on loan, subject to the rules of the lending library. 
No charge is made. 


Appointments Register 


100. Activity on the appointments register remained at 
much the same level as in 1951 and 1952. There appear to 
be fewer opportunities than hitherto for a change of 
employment by members of about fifty years of age who 
have had high-level experience in industry at substantial 
salaries. The assistance of members in bringing the register 


to the notice of prospective employers would be appreciated,’ 


particularly where there are vacancies suitable for experi- 
enced members over forty years of age and vacancies 
suitable for retired and semi-retired members. 


Members’ Handbook 


rori. A pamphlet of supplements to the Members’ 
Handbook (supplements numbers 42 to 97) was issued to all 
members of the Institute on July 28th, 1953. 


Nominations to Other Bodies 


102. Royal Society of Arts. Mr G. R. Freeman, F.c.a., 
was nominated as the representative of the Institute on the 
Examination Committee of the Royal Society of Arts. 

103. Trustee Savings Bank Inspection Committee. Mr 
G. R. Freeman, F.c.A., was nominated as the representative 
of the Institute on the Trustee Savings Bank Inspection 
Committee for a further period of four years to November 
2oth, 1957. f 


Westminster Abbey Appeal 


104. A letter from the President asking for support in 
connection with the appeal for funds for Westminster 
Abbey was published in The Accountant of December 
26th, 1953. 

Institute Staff Pensions 


105. The Council regrets that pressure of other matters 
prevented the inauguration in 1953 of a revised scheme for 
retirement benefits for the Institute staff. Meanwhile the 
taking of a further actuarial valuation of the existing fund 
has again been deferred. Appropriate notes have therefore 
been placed on the Institute’s balance sheet and the balance 
sheet of the existing fund. 
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Appreciation 


106. The Council again wishes to record its appreciation 
of the invaluable work done, often at considerable personal 
inconvenience, by members of the Institute who have gi 
so much time to the work of the Taxation and Research 
Committee, the committees of the district societies, the 
summer course, the autumn meeting and other activities 
on behalf of the Institute. The Council also wishes to record 
its appreciation of the work of the Secretary and his staff. 


75th Anniversary of Grant of Royal Charter 


107. It has been decided ro mark the occasion of the 
„sth anniversary of the grant of the Royal Charter by 


holding a banquet in London on May 11th, 1955. Further 


details will be announced as soon as possible. 


Accounts 
108. The audited accounts for 1953 accompany this 
report. They show an excess of income over expenditure 
of £19,230. The accumulated fund of £186,358 at Decem- __ 


_ ber 31st, 1953, is subject to whatever initial contribution is 


necessary when the revised arrangements are introduced 
for retirement benefits for Institute staff and also subject 
to any contribution which may be required to maintain 
the solvency of the existing fund when an actuarial valuation 
has been taken (see paragraph 105). 

109. Exemption fees — Preliminary examination. The 
exemption fees, hitherto shown in the examinations account, 
have this year been taken direct to the income and expendi- 
ture account as it is considered that-these fees are more 
correctly shown as an item in that account. 


Auditors 


rro. The auditors, Mr Geoffrey Bostock, ¥F.c.a., and 
Mr John Myers, F.c.a., retire in conformity with Bye-law 
115 and are eligible for reappointment. 
JAMES BLAKEY, 


April 7th, 1954. President. 


SUBSCRIPTIONS FOR THE YEAR ENDED 
DECEMBER 31st, 1953 














1952 E 
£ £ Members in Practice £ 
Fellows 
15,792 1,533 at £10 10 0 16,097 
16,195 2,021 at ER B Q 16,976 
518 60 at other rates Ai 
Associates 
4,085 82lat £5 5 0 4,310 
9,261 2,236 at £4 4 0 9,391 
345 99 at other rates 358 
£6,196 ——— 47,550 
Members not in Practice 
8 
1,438 279 at £5 5 0 1,465 
— iat £414 8 5 
associates f 
23,896 7,992 at £3 3 0 26,175 
706 424 at other rates 687 
26,040 27,332 
Members not resident in England or Wales 
Fellows 
807 202 at £4 4 0 ` 848 
6 Sat £8 3 0 25 
Associates 
8,089 1,562 at £2 2 0 D 3,280 
8 llat £1 1 0 e Lë : 
8,910 wee 4,165 
Retired Members (Bye-law 43) 
404 413 at £1 1 Q Së 434 





Total carried to Income and Expenditure aceount £279,481 
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THE CHARTERED ACCOUNTANTS’. 
BENEVOLENT ASSOCIATION 


SIXTY-EIGHTH ANNUAL REPORT 


The sixty-eighth annual general meeting of the Chartered Accountants’ Benevolent 
Association will be held at the Hall of the Chartered Insurance Institute, 20 
Aldermanbury, London, EC2, on Wednesday, May 5th, 1954, at the conclusion of 
the annual meeting of The Institute of Chartered Accountants in England and Wales. 


We reproduce below the report of the Board of Governors 
for the year ended February 28th, 1954. 

1. The Association on February 28th, 1954, consisted of 
3,146 members, viz.: 


The President 449 Annual Governors 
67 Vice-Presidents 98 Life Members 
14 Life Governors 2,517 Annual Members 


being a net increase of 251 during the year. 


2. The total expended by the Association in relief since 
its formation amounts to £208,595. 


3. Relief granted compares with the income during the 
last five years as follows: 


Interest and 
Year Relief Subscriptions Dividends 
£ £ £ 
1949-1950 6,721 4,473 3:383 
195071951 9,016 4,957 3:779 
IQSI~1952 9,432 5,142 *4,196 
1952—1953 9,235 *6,487 4,432 
1953-1954 10,670 5,872 4,974 


* Includes two years’ recoverable income tax. 
After providing for expenses, the deficit for the year was 
£209. 
4. T'he grants made by the Association out of the ‘W. B, 
Peat Memorial Scholarship Fund amounted to £217.: 


5. During the year 24 new applications for assistance have 
been received; assistance is being given in 17 of these cases, 
On the other hand, 11 cases are no longer being assisted, 
In all, 95 cases have been assisted from the general fund 
and 7 cases from the ‘W. B. Peat’ Memorial Scholarship 
Fund. Brief details of cases in which assistance has been 
granted during the year appear on pages 21 to 30.) 


6. The Board has decided on the grounds of economy 
not to publish a full list of subscribers this year. The list 
published last year, the first since 1940, performed a useful 
service in bringing in a number of new subscribers and 
proved helpful to those district societies which had drives 
to secure new members. The Board appreciates the efforts 
which were so made and hopes that other district societies 
will assist in this most essential work of maintaining and 
increasing membership; in particular the thanks of the 
Board are due to the Manchester Society, by whose efforts 
82 new members were enrolled. 


o It is desired to emphasize that the level of assistance 
provided under the National Insurance Act and the National 
Assistance Act is quite inadequate in maintaining a reason- 
able standard of living. It is therefore considered that a 
much higher subscription income will be required before 
long to meet the still greater expenditure which will result 
from the rapid growth in the membership of the Institute 
in the years between the wars and, later on, from the even 
more rapid increase in membership in the more recent 
post-war years. 


8. Since the last report, the Association has received the 
following legacies and donations: 


1 Not reproduced.—Editor. 








Legacies: f 
Executors of the late Mr P. Garratt, F.C.A. , 250 
Executors of the late Mr H. Crewdson Howard, 

F.C.A. , .. 250 
Executors of the late Mr A. E. Ashmead, F.C.A. I00 
Executors of the late Mr M. Chater, F.c.a, -z wf 

£700 

Donations: £ 
Dowager Countess Eleanor Peel Trust .. 250 
Mr K. C. Eu, M.C., A.C.A. i 200 
Mr A. A. Miller, M.C., F.C.A. 105 
‘Omega’ S ,, «TOS 
The late Mr Tom Walton, F. Cc. A. i +. Top 
Mr N. A. Allport, rca... ; as oe. $3 
Mr R. F. Holloway, A.C.A. ei d omg 83 
Mr J. S. Carolin, M.B.E., A.C.A. .. Sep ve g0 
Chartered Accountants’ "Lodge ex cn "To 
Chartered Accountants’ Luncheon Club > 10 
Bekonscot Model Raley: and enera Charit- 

able Association. . : : e 8 
Others 230 

£1,174 
Donation to augment the H. F. Holloway 
Memorial Fund, Mr F. H. Parrott, ScGA, .. £r00- 


9. The following church service collections were received 
during the year: 





£ 
Autumnal Meeting 1953 .. ae 112 
Institute Annual Service .. Sé Sie gë 1 ak 
£153 


10. The Board wishes to record its warm appreciation to 
Mr B. J. Davis, Mr R. W. L. Eke and Mr G. L. C. Touche 
for their work as members of the Investment subcommittee 
of the Executive Committee of the Association. 


11. The Board has been pleased to note the further pro- 
gress of Crossways Trust, which has recently acquired The 
Grosvenor Hotel at Brighton for its-third home. A nomina- 
tion has been acquired to this home which will cater for 
both the able-bodied and the infirm; a nomination has. 
also been acquired to the home for the infirm at Ridgemead 
House and this place has been filled by a member of the 
Institute who has been incapacitated for many years. Th 
Association now has five nominations to the homes of r 
Trust and the capital outlay has thus reached the sum of 
£5,000 which was envisaged in the report for the year 
1947-48, 

12. Christmas food hampers have again been sent to the 
great majority of our beneficiaries. The H. F. Holloway 
Memorial, the income of which is applied in part payment 
of this item of expenditure, has been increased by {100, 2 
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donation from Mr F. H Parrott, F.c.a. Gifts of clothing 
were also made in the early winter to fourteen of our bene- 
ficiaries and to one former beneficiary. 


$ oo The Board is appreciative of the help which it has | 


received from the subcommittees of the provincial societies 
in interviewing applicants for assistance. 

14. The Board thanks the editor of The Accountant for 
the continued publicity which he has given to the Associa- 
tion. 


THE ACCOUNTANT 


499 


15. The honorary auditors, Mr Geoffrey Bostock, F.c.a., 
and Mr John Myers, F.c.A., retire and kindly offer themselves 
for reappointment. 

16. The accounts for the year ended February 28th, 
1954, duly audited, are annexed to this report.) 


GEORGE R. FREEMAN, 


April 7th, 1954. President. 


1 Not reproduced.—Editor. 


THE ASSOCIATION OF 
CERTIFIED AND CORPORATE ACCOUNTANTS 
FORTY-NINTH ANNUAL GENERAL MEETING 


The forty-ninth annual general meeting of the Associa- 
“tion of Certified and Corporate Accountants was held 
in the lecture hall of the Chartered Auctioneers’ and 
Estate Agents’ Institute last ‘Tuesday. The Rt. Hon. 
Lord Latham, J.P., F.A.C.C.A., F.C.1.S,, was in the chair. 
Extracts from the report of the Council for 1953 
were published in The Accountant dated April 17th, 
1954, and we give below extracts from the presidential 
address of Lord Latham. 


EXTRACTS FROM PRESIDENTIAL 
ADDRESS 


Introductory 


This is the third annual general meeting at which I 
have been privileged to speak to you as president of the 
Association. It is also the last. You will perhaps recall 
that in 1953 at the end of my normal term as president 
I was greatly honoured by being invited to serve for a 
further year. That year has now come to an end and 
after the close of this meeting I shall hand over the 
¿insignia and the responsibilities of the office to the 
successor whom the Council will appoint. ... 


Mr T. H. Hughes 


Before passing to the affairs of the Association as a 
whole, I should like to make specific reference to the 
services of Mr T. H. Hughes, who has recently 
resigned from the Council. ... by reason of ill-health 
and I am sure that this meeting will wish to record its 
“sincere thanks to Mr Hughes for his services ... 
over the last twenty-three years and to send him its 
warmest good wishes for an early return to health. 


Progress of the Association 


The annual report has already been circulated to you- 


and it has doubtless given as much satisfaction to you 
as to me to know that the Association continues to 
make steady progress. Our membership now exceeds 
9,000 and we have some 8,500 registered students to 
whom we look to regenerate and renew the Association 
«as-time moves on. With such a foundation we have 
every reason to anticipate that our progress will con- 
tinue. But we cannot rely on it, nor should we make it 
the excuse for an easy apathy about the affairs of the 
Association. For the progress of the Association does 
not come automatically from itself; it comes from and 
rests upon the conscious effort and interest of the 
members in the common purpose for which the 
Association exists and has its being. ... 


Golden Jubilee 


This year the Association attains its golden jubilee and 
when we look back over the course of the last half- 
century we can, I think, be forgiven for a feeling of 
intense pride in the solid achievements which the 
Association has packed into that relatively short period. 


`The Council is sure that all members will wish the 


occasion of the golden jubilee to be marked by celebra- 
tions of an appropriate character and scale and, as you 
have already been told in the Journal, these will extend 
over the course of three days, namely, November 3oth, 
and December 1st and and, 1954. Full particulars of 
the arrangements will be sent to all members in due 
course. ... 


Jubilee Scholarship 


It was also thought by the Council, appropriate, that 
jubilee year should be chosen as the time for a signifi- 
cant advance in the educational facilities offered to 
members and students. Particulars have already been 
published of the new scholarship which the Association 


_ has instituted and which is to be known as the Certified 


Accountants’ Jubilee Scholarship. I do not propose at 
this time to go further into the conditions of eligibility 
and tenure beyond saying that we are prepared to 
make grants up to {200 per annum or {£600 in all 
during the term of the scholarship, which is tenable 
at the London School of Economics. ‘The Council will 
consider the award of one new scholarship each year 
and we anticipate making the first award with effect 
from Michaelmas term this year. 


Research Activities 


I feel that I should also refer briefly to the activities 
of our research committees. As you will have seen in 
the annual report, these committees were recently 
entirely reorganized and they are now holding frequent 
meetings and a number of specialized projects are 
under way. It is the intention of the Council to seek to 
publish in booklet form, material which will be of 
interest and assistance to members of the profession, 
both in practice and in industry, and I feel confident 
that we may anticipate asteady— though not necessarily a 
large — output which will be of real practical value.... 


Branches and District Societies 


I would like here to express my thanks and appreciation 
for the kindly reception and attentions of the branches 
and district societies I have visited during the year. 
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Their work is of first importance to the Association, 
and I trust that more of our members will lend their 
aid by joining their respective branch or district 
society and make their contribution to this essential 
part of the life and activity of the Association.... 


Gedge Report 


Since the annual report was circulated, the Committee 
on Shares of No Par Value has issued its report. The 
committee recommends that the issue of ordinary 
shares of no par value should be allowed by both 
public and private companies having a share capital, 
under appropriate safeguards, which are set out. 
Preference shares or shares having a fixed dividend 
element or a fixed element of repayment of capital 
should continue to have a nominal value. No company 
should be permitted to have at the same time ordinary 
shares of both descriptions. The Association gave 
evidence generally on the lines of the recommendations 
of the committee. Whilst the practice of issuing ordin- 
ary shares of no par value would not, if approved and 
embodied in amending legislation, result in any far- 
reaching alteration in the structure of joint-stock 
companies, it would undoubtedly make for a more 
accurate and realistic understanding of what an 
ordinary share really is and what it actually represents 
in the capital of a company. 

It should also lead to a much needed simplification 
and clarification of company balance sheets by the 
elimination of notional assets and by the intelligible 
presentation of capital reserves and surpluses for what 
they are, namely, an addition to the interest of the 
ordinary shareholders in the capital of the company. 
Moreover, as the committee rightly says, no par value 
is a concept of ordinary shares which ts in line with 
the ‘logical development of company law and practice’. 
It also fits well into and expresses the changing 
financial components of joint-stock enterprise. 


The Budget 


Mr Butler’s recent Budget has evoked less enthusiasm 
than disappointment. The somewhat optimistic 
ambience of previous official statements as well as the 
tone of the Economic Survey had naturally led to the 
general expectation of tax reliefs more substantial 
than the small crumbs vouchsafed to us. Mr Butler 
has introduced what is no more than a ‘stay-put’ 
Budget, under which we are enjoined to bear with 
fortitude the heavy burden of existing taxation. 

It seems clear that the Chancellor is pursued with 
uncertainty as to what may be the effect upon our 
economy if the present trade recession or adjustment — 
call it what we may — in the United States continues, 
and, as may be the case, gathers momentum. 

It is clear from his speech that the Chancellor 
contemplates, with scarcely concealed anxiety, the 
possibility of this and envisages the unusual step of an 
autumn Budget should a serious situation in our 
economy develop. With these misgivings in mind, it is 
perhaps fair to assume that Mr Butler has purposely 
withheld any reliefs he could have given so that he 
might have them in hand, together with other more 
powerful counter-recession fiscal weapons, for use 
against any pronounced contraction in trade should it 
develop at home. 

It is greatly to be deplored that the Chancellor 
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proposes to do nothing at the present time towards 
implementing the recommendations of the Millard 
Tucker Committee for removing the manifest in- 
justices inherent in the present taxation treatment o 
provisions for retirement by self-employed person 
and controlling directors. If equity of treatment for 
taxation between classes of taxpayers is still to be re- 
garded as a feature to be sought in our tax system, 
then here in the present almost penal taxation of the 
prudent provision for old age, is a place where its 
application is long overdue. 

Mr Butler’s proposals for investment allowances in 
substitution for initial allowances is a step in the right 
direction..They replace what was an interest-free loan 
to be repaid over the remaining years of the life of an 
asset - at best a somewhat negative benefit — by a 
positive concession which is in reality a subsidy by 
way of tax relief to promote and encourage investment 
in the modernization of the nation’s industrtal_ and.. 
agricultural equipment, much of which is still far from 
being up to date or efficient. 

This scheme of investment allowances will have the 
added merit of simplifying somewhat the accountancy 
treatment of depreciation and it is also—and in my 
view commendably so-—a step forward towards 
recognizing, obliquely maybe, the substantial gap 
between the original cost of equipment, on which the 
depreciation is at present admitted for taxation, and 
replacement cost. Whether in the substitution of 
this more attractive method of encouraging the re- 
placement of the old by the new any such considerations 
were officially in mind one can only conjecture. 


Simplification of Income Tax Law 


Heavy as is the present burden of taxation, the con- 
stantly growing complexity of our income tax code, 
with its bewildering overgrowth of provisions, schedules 
and cases, is in another, but related respect, hardly less : 
burdensome. 

Accountants upon whom fall the responsibility of 
assisting taxpayers in the ascertainment of their tax 
liabilities have long been disturbed at what the late 
Lord Simon described as ‘a much patched fabric, the 
pattern of which is not always easy to discern’ and ‘an 
accumulation of statutory detail and overlaid interpre- 
tation’. When one reflects that the Income Tax Act, 
1952 (a consolidation Act), has 532 sections and twenty- 
five Schedules, to which must be added the further 
amendments since 1952, no one would suggest that 
Lord Simon overstated the position. In addition, 
there are round about 2,000 separate quoted cases 
bearing upon the incidence. of income and associated 
taxes. Merely to state the extent of this legislative and 
judicial mass, or should I say, morass, is to state the 
case both for simplification and for more restraint in 
what appears to be an annual exercise of adding 
complications to complexity in each successive 
Finance Act. I am aware that it is sometimes thought 
that accountants accept with concealed complacency. 
state of affairs which may bring grist to their mill - 
notion which is often the subject of the easy humour o 
the cynically disposed. Without, of course, denying 
that accountants share with others the not unnatural 
aspiration to earn by their lawful exertions a reasonable 
living, it should be said that accountants would 
welcome no less readily than others a simplification 
and codification of our income tax rules. 
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No one would question that this is a difficult task 
in all conscience and one which up to the present seems 
to have defied effective solution. None the less it should 
-pe tackled again lest we become completely submerged 

in the labyrinth of a luxuriant and ever thickening 
jungle. 

In urging this, I do not — indeed I cannot — overlook 
that in some respects the complexities complained of 
are a reflection of the highly complicated character of 
modern society. We may regretfully sigh for the 
relative simplicity of the early statutes of 1842 and 
1853, but the pattern of economic and social conditions 
is infinitely more involved today than it was then. 

Moreover, there are several more taxes now than 
then, with interactions between them, and the col- 
lective scope of their incidence, as well as the weight 
of such, are vastly wider than was the case a hundred 

years ago. The rate of taxation is now so heavy that it 
is more than ever essential to seek to adjust the burden 
to the backs of the various classes of taxpayers, so that 
broad equity is done between them be they individuals 
or corporate bodies. Nor can we disregard the fact that 
this present high rate of taxation puts a worthwhile 
premium on legal avoidance, and calls forth expedients, 
often complicated, designed to stop loopholes as they 
become apparent. Then there is the question of un- 
lawful evasion of tax liability, which, in the interests of 
the general body of taxpayers must be put down by 
every proper means. Accountants know how seemingly 
limitless can be the resources of evasion and these must 
be matched by effective counter measures, however 
irksome the operation of them may be at times to the 
vast majority of taxpayers, who, not with enthusiasm 
perhaps, but with a proper sense of social responsi- 
bility, accept and honestly discharge their lawful tax 
obligations as good citizens, and who can, I think, 
take comfort in the knowledge that these devices are, 
and are intended to be, much more irksome to the 
jevaders. Despite the resolute and well-designed efforts 
of the Inland Revenue and its efficient staff engaged 
on this salutary work, the extent of evasion is still very 
disturbing, not only by reason of the tax lost to the 
nation and therefore the additional burden which is 
cast upon the generality of taxpayers, but also because 
of the deplorable disregard of ethical standards and 
social obligations which it portrays. For after all it is 
upon the honest observance of these standards of 
citizenship that a healthy society must ultimately rest. 

It is encouraging-to learn that the Inland Revenue’s 
intensified activity against evasion resulted in the re- 
covery of over {11 million, covering 9,836 settlements 
in the year ended March 1953, as compared with 
£9% million over 4,962 cases in the preceding year. 
It is to be hoped that the demise of the excess profits 
levy may free more specialist and other staff for this 
laudable work of tracking down the evaders and bringing” 
them to condign retribution. 

But when all is said that can be, in explanation of the 
present state of affairs, it remains that our income tax 

code calls for drastic simplification and comprehensive 

odification. As to how this is to be done there can be 
more than one opinion. Certainly the experience of the 
Income Tax Codification Committee which reported 
in 1936 is not encouraging as a method- of achieving 
this desirable end. There is, I think, something to be 
said for setting up a permanent body, representative of 
the Inland Revenue, of outside expert experience and 
of the various classes of taxpayers, individual and 
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corporate, charged with the immediate job of reviewing 
the whole body of the present code and procedures, 
and thereafter to keep them continuously under review 
with the declared and fixed purpose of securing and 
maintaining the maximum of simplification and codifi- 
cation. As to how far it would be practicable for this 
body, if appointed, to be consulted in advance on any 
new provisions or amendments (that is, as to their 
form, not of course their policy) proposed by the 
Chancellor of the Exchequer might well raise questions 
of Budget secrecy and other constitutional considera- 
tions, upon which I am not qualified to speak. 

But whether this suggestion has any merit of practic- 
ability or no, I have no doubt that all those concerned 
with the just ascertainment of income tax liability will 
share my view that the present complicated and well- 
nigh impenetrable tangle of our income tax code, 
with its annual proliferations, is rapidly becoming a 
burden too grievous to be borne. And that, however 
intractable the problem has hitherto proved to be, 
those responsible must try again. 


Conclusion 


As I move towards the end of my presidency, I am 
deeply sensible of the helpful support and friendly 
consideration I have received throughout my term of 
office and it is at once a duty and a pleasure to express 
my warm thanks to all those with whom I have been 
associated. First, the Vice-President, Mr Macfarlane 
Gray, who for three years has given me unfailing and 
ready support with understanding. ... > 

Next, let me express my deep gratitude to all members 
of the Council, who have, without stint, helped me 
with their sustained support and kindly consideration 
which have greatly served to lighten my tasks. ... 


The Director 


Mr -J. C. Latham, as Director, has given in full 
measure of his time and experience to the service of 
the Association, especially in connection with the 
complicated and protracted question of absorption. 
We are all delighted at the warm appreciation shown 
by the members in November last of the distinguished 
service he had rendered as Secretary of the Association. 
We all deeply regretted that shortly after, ill-health fell 
upon him — not unrelated to his tireless work in the 
preceding years — but we are comforted to see by his 
presence here today that he is on the way to regaining 
his full health and vigour, which we trust he may long 
enjoy. He knows how much I appreciate all the help 
he has given me, and I express it here with a sincerity 
undiminished by the fact that he-is my brother. 


The Secretary 


Mr F. C. Osbourn has been our Secretary now for well- 
nigh twelve months and the ability and talents he had 
already exhibited when deputy-secretary have been 
abundantly manifest in his new and more responsible 
post. He has fully justified our confidence in him. 

I am deeply indebted to him for his help and guidance 
to me throughout the past year, and I wish him to know 
how’ grateful I am to him for all he has done to ease my 
labours and smooth out the path, not always unen- 
cumbered, which a president has to tread. 

Lord Latham concluded his address with a tribute 
to the staff. The report and accounts were adopted. 
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NOTES AND NOTICES 


Personal 


Messrs Spicer & PEGLER, Chartered Accountants, of 
19 Fenchurch Street, London, EC3, announce that 
as from April 12th, 1954, they have taken into 
partnership Mr R. N. D. LANGDON, A.C.A., who has 
been associated with them for some years. The style 
of the firm will remain unchanged. 


Messrs PurRrTILL & Co and M. CrowLeEY & Co 
announce that as from April 17th, 1954, they have 
moved their offices from 33-34 Anglesea Street 
(College Green), Dublin, C4, to 84 Harcourt Street, 
Dublin. New telephone numbers are being arranged, 
but in the meantime calls to the former numbers 
(Dublin 78361-2) will be transferred by the Exchange. 


Messrs GILROY, Ruck & JENKINS, Chartered Ac- 
countants, of 7 New Court, Lincoln’s Inn, London, 
WCz2, announce that they have opened a branch office 
at 109 High Street, Tonbridge, Kent. 


Messrs Mann, Jupp & Co, Chartered Accountants, 
of 8 Frederick’s Place, Old Jewry, London, ECa, 
announce that as from April roth, 1954, they have 
taken into partnership Mr Ricuarp K. BRISCOE, 
M.A., A.C.A., who has been a member of their staff 
since 1936. 


Messrs KRUGER, FRIEND & Co, Chartered Account- 
ants, of 45 Clarges Street, Piccadilly, London, W1, 
and Mr SIDNEY SCHWARTZ, Chartered Accountant, of 
33 Cheyneys Avenue, Canons Park, Edgware, Middle- 
sex, announce that as from May Ist, 1954, they have 
amalgamated their practices, which will be carried on 
under the style of KRUGER, FRIEND & Co, at 45 
Clarges Street, Piccadilly, London, W1. Telephone: 
Grosvenor 5739. 


Messrs H. G. ELLIS, KENNEWELL & Co, of Imperial 
Building, Victoria Street, Nottingham, announce 
that as from April rst, 1954, they have admitted into 
partnership Mr E. HOLEHOUSE, A.C.A, Mr F. H 
GODBER, A.S.A.A„ and Mr J. D. BRITTON, A.C.A., 
who have been members of their staff for a number 
of years. The style and the address of the firm will 
remain unchanged. 


Messrs Josran Beppow & Son, of Liverpool 
House, 15-17 Eldon Street, London, EC2, announce 
that their senior partner, Mr H. E. WEST, F.a.c.c.a., 
retired from the partnership on March 31st, 1954. 
He had completed over fifty-seven years with the 
firm. The style of the firm will remain unchanged. 





56 VICTORIA STREET, LONDON, SWI 


JOHN FOORD & COMPANY 
VALUERS AND ASSESSORS 


OF WORKS, FACTORIES, PLANT & MACHINERY, Etc. 


Professional Note 


Mr H A. Kinney, F.c.a., senior partner in the Wi 
of Wilkinson, Chater & Co, Chartered Accountants, of 
London, has been appointed a director of Rim 
(Malacca) Rubber Estates Ltd. 


The Savoy Hotel Ltd 
BOARD OF TRADE INSPECTOR APPOINTED 


The President of the Board of Trade has decided to 
appoint Mr E. Milner Holland, C.B.E., OC as 
inspector under Section 165 (b) of the Companies 
Act, 1948, to investigate the affairs of The Savoy 
Hotel Ltd and the Berkeley Hotel Co Ltd, with 
special reference to the formation of Worcester, 
Buildings Co (London) Ltd and the transfer to that 
company of the freehold of The Berkeley Hotel. 


Universities and the Accountancy Profession 


The fourth conference convened by the Joint 
Standing Committee of the Universities and the 
Accountancy Profession was held at University House, 
Birmingham, from Friday, March 26th, to Sunday, 
March 28th. This successful and instructive confer- 
ence was the first to be held at one of the universities 
participating in the scheme, previous conferences 
having been held in 1947, 1949 and 1951 at The 
Queen’s College, Oxford. Dr J. M. Whittaker, M.-A., 
D.Sc., F.R.S., Vice-Chancellor of the University of 
Sheffield and Chairman of the Joint Standing Com- 
mittee, presided at all the meetings. 

The conference was attended by members of the 
Joint Standing Committee and representatives of 
the local joint committees of accountants and unt! 
versity representatives. Reports were received from 
the local joint committees and the general progress 
of the scheme was reviewed. Discussions on a wide 
range of topics showed that, although there are still 
problems to be solved, the scheme is in general 
proceeding on the lines intended by the McNair 
Committee. The future of the scheme must depend 
upon the extent to which it attracts accountancy 
students to the universities and university students 
to the accountancy profession. The experience of 
universities participating in the scheme was that the 
quality of entrants to the special degree courses had 
improved considerably in recent years and this 
improvement was being maintained. 

On the Saturday evening a reception was held, by 
kind invitation of the vice-chancellors, council and 
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senate of the university, at Westmere, the university 
staff club. Later that evening the Joint Standing 
Committee acted as hosts to representatives of 


-Birmingham University and representatives of the 


Birmingham societies of accountants at a dinner held 
at University House. 


London and District Society of Chartered 
- Accountants 
The twelfth annual general meeting of the London 
and District Society of Chartered Accountants will 
be held at 6 p.m. on Thursday, May 27th, in the 
Oak Hall of the Institute, Moorgate Place, London, 
EC2. 


The Association of Certified and Corporate 
Accountants 
a ee THE PRESIDENT’S DINNER 
The President of the Association of Certified and 
Corporate Accountants, the Rt. Hon. Lord Latham, 


J.P., F.A.C.C.A., gave a dinner last Monday at Grosvenor 


tion); Prof. F. Sewell Bray; The Rt Hon Sir Edward Bridges, . 
G.C.B: 


House, Park Lane, London. The following guests 
were present: 


Messrs J. R. W. Alexander (President, Institute of 
Arbitrators); A. M. Allen (Secretary, Chartered Institute of 
Secretaries); Sir Eric St John Bamford, K.C.B., K.B.E., C.M.G, 
(Chairman, Board of Inland Revenue); Messrs T. J. Barrett; 
C. P. Barrowcliff (President, Society of Incorporated Account- 
anis and Auditors); Sir Harold Barton; Prof. W. T. Baxter 
(Professor of Accountancy, University of London); Sir Hugh 
Beaver (Chairman, British Institute of Management); Messrs 
R. T. Bell; H. Beer, Cp. (Under Secretary, Board of Trade); 
S. J. D. Berger, M.C. (Secretary, Institute of Cost and Works 
Accountants); H. G. Bird. 

Messrs J. Blakey (President, Institute of Chartered 
Accountants in England and Wales); Roy Borneman, Q.C.: 
Sir John Braithwaite (Chairman, The Stock Exchange); 
Messrs F. Bray, Cp. (Under Secretary, Ministry of Educa- 


, G.C.V.0., M.C, (Permanent Secretary to the Treasury); 
Messrs A. Bundy; F. A. Calaby; E. W. Cheer; V. R. 
Chennell; A. D. Chesterfield; L. F. Cheyney (Secretary, 
Institute of Municipal Treasurers and Accountants); J. Cowen 
(Assistant Secretary, Board of Trade); I. A. F, Craig, ons, 
(Secretary, Society of Incorporated Accountants and Auditors); 
William Charles Crocker, m.c. (President, The Law Society). 

Messrs L. J. Davey; C. R. M. Davidson (Assistant 
Secretary of the Association), R. Dawes; J. Don: Derek du 
Pré (Editor, The Accountant); Sir Archibald Forbes; Messrs 
C. G. Garratt-Holden (Secretary, Building Societies Associa- 
tion); Montagu Gedge, Q.C.; Graham (Institute of 
Chartered Accountants in Ireland), W. Macfarlane Gray 
(Vice-President of the Association); E. Greenhill. 

Messrs Noel F. Hall (Principal, Administrative Staff 
College); J. E Harris; Sir Geoffrey Heyworth; Messrs 
R. A. R. Hill; E. Holt; D. V. House (Vice-President, Institute 
of Chartered Accountants in England and Wales); Sir Harold’ 
Howitt, ong, D.S.0., M.C; Wing Commander N 
Hulbert, D.L., M.P.; Lord Inman, pc: Messrs W. Jackson; 
C. V. Jarvis, J.p.; S. C. Jones; Dr L. Kennett; Mr T. E. A. 
Killip. - 

Messrs J. C. Latham, D.L. (Director of the Association); 
A. A. Liddell; T. Lister (Chairman, Association of Scottish 
Chartered Accountants in London); Leo T. Little (Editor, 
Accountancy); T. G. Lund, C.B.E. (Secretary, The Law 
Society), A. S. MacIver, MG (Secretary, Institute of 
Chartered Accountants in England and Wales); W. Macleod; 
E. H. V. McDougall (Secretary, Institute of Chartered 
Accountants of Scotland); E. H. S. Marker, cp: Dr A. H. 
Marshall (President, Institute of Municipal Treasurers and 
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Accountants); Messrs M. Megrah (Secretary, Institute of 
Bankers); A. C. S. Meynell; C. A. Newport; J. R. Norman; 
W. Charles Norton, M.B.E., M.C. 

Messrs F. Cameron Osbourn, M.B.E. (Secretary of the 
Association) V. J. Oxley; B. H. Pearce; E. J. Perry; Sir 
Richard Powell, Bart., M.C. (Director-General, The Institute 
of Directors) T. R. Powell; Sir Clifford Radcliffe, C.B.E. 
(Clerk and Solicitor of the Middlesex County Council); 
Messrs B. E. S. Rodgers; E. Roney. : 

Messrs F. W. H. Saunders (President, Institute of Cost and 
Works Accountants); J. P. Shaw; John L. Somerville 
(President, Institute of Chartered Accountants of Scotland); 
J. R. Sparey (Assistant Secretary of the Association); Maj.- 
Gen. Sir Edward L. Spears, K.B.E., C.B., M.C. (President, 
Institute of Directors); Messrs E. Spencer; Stanley A. 
Spoftorth (Immediate Past President, Institute of Taxation); 
Ronald Staples (Editor, ‘Taxation’); W. E. Stepto; Council- 
lor A. V. Sully, M.c. (Mayor of Hendon). 

Messrs J. Millard Tucker, q.c; W. Walker, j.p.; H. E. 
West; W. A. Whitehead; F, Wilson, 0.8.£., J.P.; Sir Richard 
Yeabsley, C.B.E. 


There were no formal speeches. The toast of ‘The 
Queen’ was proposed by the President, and Sir 
Geoffrey Heyworth proposed the toast of “The 
President’, to which Lord Latham replied. During 


‘the evening, entertainment was provided by ‘Koran, 


the World’s Fastest Mind Reader’. 


The Hull, East Yorkshire and Lincolnshire 
Society of Chartered Accountants 


The twenty-seventh annual general meeting of the 
Hull, East Yorkshire and Lincolnshire Society of 
Chartered Accountants was held at The White Horse 
Hotel, Hull, on April 12th, when the following officers 
and committee were elected: e 

` President: Mr H. F. Strachan, F.C.A. 

Vice-President: Mr F. S5. Mowforth, F.C.A. 

Past Presidents: Mr N. B. Hart, ong, T.D., D.L., LB 
F.C.A., Mr G. B. Robins, F.c.A., Mr E. C. Mallett, F.C.A. 

Hon. Treasurer: Mr K. P. Helm, F.C.A. 

Joint Hon, Secretaries: Mr J. Hankinson, A.C.A. (General) 
and Mr R. C. Copeman, A.C.A. (Taxation and Research), 
99 Princes Avenue, Hull. 

Hon. Librarian: Mr H. G. Sergeant, A.c.a. 

Committee: Mr C. M. Strachan, opp, F.c.A. (Member of 
the Council of the Institute), Messrs A. A. Beardsall, 
F.c.A. (Grimsby), J. Camamile, F.c.a. (Lincoln), D. C. S 
Downs, F.c.A., W. B. Hall, F.c.a., J. G. Hanwell, T.D., F.c.A., 
J. D. Hind, a.c.a., G. W. Knight, a.c.a., T. W. Mackrill, 
F.c.A., T. P. Nicholls, A.C.A., A. S. Freeth Oliver, F.C.A., 
E. J. Robson, a.c.a. (Scarborough), R. G. Slack, M.A., 
F.c.A., N. Townend, F.c.a., A. N. Townsley, A.C.A., and 
W. S. Warrs (Grimsby). 

Revised rules of the Society were approved and 
adopted at a special meeting of members preceding 
the annual meeting. 


Open Seminars at 
Incorporated Accountants’ Hall 


Professor F. Sewell Bray, F.c.A., F.S.A.A.. Stamp- 
Martin Professor of the Research Chair of Accounting 
founded by the Society of Incorporated Accountants 
and Auditors, has invited Professor Mary E. Murphy; 
PH.D.(Lond.), c.p.A., Assistant Professor of Business 
Administration, Los Angeles State College, to 
conduct two open seminars at Incorporated Account- 
ants’ Hall. 

The first will be held on Thursday, May 13th, on 


~ 
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the subject of ‘Research in accounting history, a 
pioneer field’, and the second on Thursday, June 
24th, when the subject will be ‘Dilemmas and 
challenges in modern practice’. Each seminar will 
commence at 6 p.m. 

Professor Murphy, who is visiting the. United 
Kingdom to represent the American Accounting 
Association at the centenary celebrations of the 
Scottish Institute next June, will be well remem- 
bered by those who attended the International 
Congress in London two years ago. 

We are asked to remind those readers wishing to 
attend the seminars, that it would be appreciated if 
they would inform the Research Committee Secre- 
tary, Incorporated Accountants’ Hall, Temple Place, 
Victoria Embankment, WC2, so that the necessary 
arrangements may be made. 
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SEVENTY-FIVE YEARS AGO 
From Che Accountant pateD May 3RD, 1879 
Extract from a leading article n 


HicH BAILIFFS AS RECEIVERS AND 
TRUSTEES IN BANKRUPTCY 
During the past few weeks a controversy has been 
carried on in the newspapers published in the district 
of Cardiff on a subject which is of considerable interest 
to accountants. The question, if not specifically raising 
a doubt as to the legality of appointing high bailiffs 
as receivers and trustees in cases being administered 
in the County Courts in which they hold office, is, at 
least, one of expediency, looking at the interests of 
creditors, and of abstract justice in that, as alleged, 
any such practice creates a practical monopoly 
against non-official outsiders. ,.. 
“wee "a 


LONDON STUDENTS’ COLUMN 


News from the London Chartered Accountant Students’ Committee 


Future Preparations 


A preliminary meeting to decide the outline of the 
autumn programme has been held. The committee 
decided to continue, with certain small alterations, 
the general scheme of lectures used in the past. 

It was felt that the best policy to pursue for general 
lectures was to make topics’ varied and to obtain 
speakers eminent in their own fields whose experience 
would be invaluable to members. 

The lectures provided for newly articled clerks as 
an introduction to the profession are to be revised 
slightly in the light of experience of past courses. 

In addition to the two courses mentioned above, 
there will be special lectures for examination candidates 
upon the practical aspects of subjects required for the 
examinations. 


Residential Course 
The committee have decided that, subject to the 


-settlement of final details, a residential course will be 


held in late September at a university college. The 
course will provide lectures and ample opportunity to 
discuss them under group leaders. The discussions 
will be rounded off by the lecturer himself. 

It is not intended that the lectures shall duplicate 
those already given in the City; their prime object will 
be to provide a basis for the subsequent discussions. 


Library 
Apart from the provision and renewal of text-books, 
the Society has purchased- a number of books to 


provide the opportunity for wider reading upon 
professional topics. 

Titles of some of the books recently obtained are 
Internal Control against Fraud and Waste, Stock 
Market Economics, Accounts from Incomplete Records 
and Mechanizing for Control. 


Discussion Group 


It has been decided not'to continue during the summer 
months the lunch-time discussions held at the Society’s 
premises. In the autumn. it will be decided in the light 
of demand whether it is desirable to hold them again 
next winter. It is worthy of record, however, that these™ 
students who have attended these meetings found it 
most useful to be able to discuss study problems during « 
their Junch-hour, 


Sports 

Two rugby football matches have been played by 
teams from the Society this spring. The first was 
against the Law Society and was lost by 23 points to 3; 
the Law Society team — with one international and two 
or three county players — being vastly superior to us. 
The other match was against the Solicitors’ Articled 
Clerks Society and was won by 12 points to nil. 

Both games were thoroughly enjoyed, but durtng the 
next season it is hoped that the Society will be able to 
gather some of its better players to strengthen the 
teams. 

It is hoped to publish the next ‘London Students’ 
Column’ in The Accountant dated May zọth. 
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ROYAL COMMISSION’S. 


SECOND INTERIM REPORT -II 


HE second interim report of the Royal Commission on the 
‘Taxation of Profits and Income dealing with P.A.Y.E. and 
personal reliefs — consideration of which commenced in 
our last issue — has produced something of an anti-climax. Such 
far-reaching and revolutionary reforms of the tax system were put 
to the Commission with such fervour that its findings might well 
have been quite startling. In the event, the recommendations go 
no further than a comparatively mild tinkering with the existing 
system of personal allowances. Even this has been much inhibited 


` by considerations of the administrative complexities of P.A.Y.E.; 


the report contains numerous indications that the practical difh- 
culties of official administration have been much in the mind of 
the Commission when the advisability of a particular change was 
being considered. In the result, the proposed changes are such as 
would probably fit in smoothly with existing P.A.Y.E. adminis- 
tration. Indeed, they are perhaps little more than what might have 
appeared in an unusually elaborate Budget. 

Where the report rejects changes suggested to the Commission, 
there seems to be a tendency to stress the difficulties and disad- 
vantages of new practices, and to minimize those complications 
and anomalies produced by existing practices which witnesses 
sought to put an end to. In this there is an echo of the evidence 
given by official witnesses at the public meetings of the Commis- 
sion. However, these matters are now largely a res judicata, 
although not entirely so. Was not the recommendation of the first 
MILLARD Tucker Committee, that initial allowances be extended, 
followed immediately by the suspension of all such allowances? 

Granted that integration of income tax with social security is 
not possible, and granted that a simplified income tax for small 
incomes is not acceptable, it still seems a lamentable waste to have 
national insurance contributions existing as a sort of poll tax, side 
by side with income tax. The Commission could not, within its 
terms of reference, recommend any abolition of national insurance 
contributions,* combined with an increase in other taxes. This 
may still be regarded as open therefore, notwithstanding the 
doubts expressed in the report as to the advisability of such a step. 

One of the curious subjective features of the report is its 
devotion to the principle that taxable capacity should be measured 
by the income of a year, neither more nor less. Witness after 
witness made the point that for the vast majority of households, 
the family budget is based on the week. They therefore proposed 
a weekly tax, doing away with the cumulative principle and the 
annual return. The Commission rejects this out of hand with 
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such observations as that the man with a fluctuat- 
ing income would tend to pay more than the man 
with a regular wage: 

‘.. «the unequal treatment of those receiving 

incomes of the same annual amounts is a fatal 

objection to this line of approach’. 
Nevertheless, no relief is proposed for those 
persons who in one year do not earn enough to 
absorb their allowances, and in another year pay 
tax at standard rate. This is not logical. In the 
field of profit computation, it has now been 
accepted that capital expenditure should be 
spread over a number of years for the purpose of 
computing liability in those years. 

Again, the Commission says, with regard to 
simplified tax, that the need for adjustments by 
reference to. personal circumstances is more 
pressing in the case of small incomes than in the 
case of large ones. Yet it recommends a complete 
abolition of income tax for a large number of 
incomes now chargeable. The tax so lost must 
somehow be recovered, as likely as not by 
indirect taxation which is even less adjusted to 
capacity to pay. ‘This inconsistency is touched 
upon by a reservation by Proressor J. R. Hicks, 
who observes that to recommend a substantial 
exemption limit is to consider the income tax too 
much in isolation. This is not to say that the 
elaborate machinery of income tax should be 
‘retained to collect utterly trivial amounts of tax 
from large numbers of taxpayers. If the Inland 
Revenue had an efficient system of costing, it 
would probably show that the cost of collection in 
many cases exceeded the tax collected, even apart 
from the employer’s costs of running P.A.Y.E. 

As an exemption limit, the proposed new 
system is much superior to the old exemption 
which was dropped in 1952. That one was fixed 
in amount, the new one varies with the taxpayer’s 
own circumstances. Assuming the minimum 
allowance proposed by the Commission is fixed 
at £63 for a single person, increasing by two- 
sevenths of any additional allowance, the effect on 
the smaller incomes is shown by the following 
table: 


Present New Lowest 
starting starting income not 

point point affected 
(2) (ii (122) 
8 £ £ 
Single person 155 183 283 
Married .. ee 270 299 399 
Married, one child 380 408 508 
Married, two children 489 518 618 
Married, three children... 5098 627 729 
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A single man earning £270, who pays £11 5s at 
present, would pay {10 17s 6d. A married man 
with two children and earning £540, who-now 
pays £5, would pay {2 17s 6d. The cost of the 
change would be some £8 million. 

It will be-seen that the figure of income in 
column’ (#2) represents the point at which the 
minimum allowance equals the earned income 
allowance computed on normal lines. It is also 
the point at which the taxable income reaches 
{100 and, accordingly, the taxable income begins 
to be chargeable at 5s instead of 2s 6d. The reason 


for selecting the figure of £63 now becomes 


apparent. At present, the marginal rate of tax, 
on any increased earnings, is only seven-niriths 
of the nominal rate. Thus, in the 2s 6d field, each 
additional {1 earned suffers only 1s rod tax. For 
persons within the minimum earned income relief 
range, this advantage will of course disappear; the 
marginal rate will be the full 2s 6d. If the mini- 
mum relief extended into the 5s rate, the marginal 
rate would become §s, instead of, at present, 
3s 10d, By selecting the figure of £63, the Com- 
mission aims at a progression from 2s 6d to 
38 10d. 

As an alternative to £63 the Commission 
suggests a minimum figure of £106, i.e. a figure 
which would ensure that incomes moved out of 
the minimum earned income field at the preciseg 
point -where they entered the’ 7s 6d band "oth 
taxable income. The corresponding table would 
be as follows: 


Present New Lowest 
starting starting income not 

point point affected 
D Gi (11) 
Single 155 226 476 
Married .. Pe 270 342 592 
Married, one child 380 451 701 
Married, two children .. 489 560 810 
Married, three children .. 598 670 920 


This would cost {£56 million, of which only 
£12 million would be due to the exemption of 
lower incomes, the remaining £44 million going 
to the benefit of taxpayers still liable- In these 
circumstances, the figure of {106 is perhaps 
academic. seo | 

This preoccupation with marginal rates is pn 
strong contrast with the situation in the later 
war years, when the marginal rate paid by a 
person emerging from exemption was Lee in 
the £1. 

(To be continued.) 
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SECOND READING DEBATE 


HE Finance Bill achieved its Second 

l Reading on Monday with remarkably little 
acrimony, although the Opposition were 
clearly unhappy about some of its clauses. Per- 
haps the absence from the Bill of any relief for 
old-age pensioners was the point of greatest 
criticism. The CHANCELLOR’S comment on that 
was that the Budget was not necessarily the 
occasion for concessions of that nature. It may 
be then that some concession will be announced 


«between now and the next Budget. 


Although the Second Reading was completed 


= with reasonable smoothness, it would seem that 


—— 


some of the individual clauses will be hard-fought 
in Committee. The investment allowances seem 
to have raised Opposition misgivings, and the 
MILLarD ‘TUCKER report was put forward by 
several as showing that these allowances must be 
wrong. One point seized upon by the Opposition 
was that the allowances were not selective in 
relation to industries, as was recommended -by 
the MILLARD ‘TUCKER Committee, and as re- 
marked upon in a leading article in our issue of 
April 17th. Mr BUTLER’S answer to this was that 
if the tax machine was to work with reasonable 
‘smoothness and efficiency, it could deal only 
with broad general classes of expenditure capable 
of fairly precise definition in a Finance Act. The 
Government had very carefully examined the 
question of selectivity. Apart from eliminating 
motor-cars and second-hand plant, their efforts 
were not successful. 

SIR FRANK SOSKICE made the point that if the 


- new allowance was to encourage investment, it 


a ee 


was hardly likely to have that effect in the case of 
industrial buildings, since the advantage would 
not accrue until the lapse of forty-five years. 


In moving the Second Reading, the FINANCIAL - 


SECRETARY TO THE TREASURY made some interest- 
ing disclosures of the extent of legal evasion of 
purchase tax. Some manufacturers had found 
‘hat by disposing of their undertakings (apart 
from stock) to companies formed for the purpose 
they could then dispose of their existing stock 
free of purchase tax, since they were no longer 
required to be registered. Again, a company 
which produced wireless sets purely for hire and 


a 


not for sale, was not required to be registered and 
all its sets escaped tax. The operations of one 
firm alone had produced a loss of tax of £100,000. 
Yet another device was for a manufacturer of 
jewellery to sell a ring with a cheap stone, and 
afterwards to replace the cheap stone by an 
expensive one. In effect the purchaser acquired 
a new expensive ring, but paid tax only on the 
price of a cheap one. The closing up of these 
loopholes by the Finance Bill did not produce 
any criticism at all. What was criticized in regard 
to purchase tax was the decision to adopt the 
majority recommendation of the Grant Com- 
mittee in relation to uplift, rather than the sug- 
gestion of the minority. The latter would have 
still further reduced purchase tax in certain cases, 
although of course there is no guarantee that the 
reduction would have been passed on to the 
ultimate consumer. 

The very minor modifications of the rigours 
of the assets basis of valuation of shares for estate 
duty purposes called forth some criticism. The 
critics called into aid the White Paper, Cmd. 8295, 
published in July 1951, and compiled by the 
Inland Revenue. This document, which we 


reviewed in a leading article in our issue of 


July 21st, 1951, contained the results of a 
statistical investigation into the extent to which 
non-trade assets in fact proved insufficient to pay 
the duty on the death of the owner of a business. 
It concluded that estate duty was not having the 
damaging effect of which it had been accused. 
The report itself attracted a certain amount of 
criticism in this journal and elsewhere. These 
criticisms find an echo in the remarks of the 
FINANCIAL SECRETARY TO THE TREASURY explain- 
ing why, notwithstanding the White Paper, it had 
been decided to give relief in respect of industrial 
assets, and to extend agricultural relief to com- 
panies. To put the matter briefly, the problem is 
more serious than the White Paper made out. 
The proposal to aggregate all assurance policy 
moneys has naturally roused serious misgivings. 
As we have pointed out, many policies have been 
taken out under the Married Women’s Property 
Acts, and various other kinds of irrevocable 
action taken on the basis that these policies would 
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escape aggregation. The FINANCIAL SECRETARY 
pointed out that the Bill did not provide for 
aggregation of the policy moneys with the rest 
of the deceased’s estate, but only with each other. 
The clause is not very clearly worded and it is 
perhaps hardly surprising if, as the FINANCIAL 
SECRETARY said, some commentators have been 
misled into believing that the policy moneys 
would be aggregated with the estate. 


INVESTMENT 


Clause 15 of the Finance Bull, which authorizes 
investment allowances, is long and complicated, 
notwithstanding that it incorporates by reference 
a good deal of the existing law relating to the 
initial allowances, which investment allowances 
replace. Clause 15 (1) confines the new allowances 
to ‘capital expenditure on new assets incurred 
after the sixth day of April 1954’. The word 
‘new’, in relation to machinery and plant, is 
defined by clause 15 (10) as meaning ‘unused and 
not second-hand’. 

The next five sub-clauses after clause 15 (1) 
deal separately with industrial buildings, plant 
and machinery, mining works, agricultural build- 
ings and scientific research. It is proposed there- 
fore to deal with these subjects in that order, 
which is the same. order in which they are dealt 
with in the Income Tax Act, 1952, Part X. 


Reie 15 (2): Industrial Buildings 
and Structures 

Clause 1 5 (2) grants an investment allowance of 
one-tenth, instead of an initial allowance of the 
same amount, in respect of expenditure on the 
construction of what is to be an industrial building 
or structure. All provisions of the Income Tax 
Act applicable to initial allowances under Chapter 
I of Part X of the Income Tax Act, 1952, are to 
apply to investment allowances subject to the 
exceptions mentioned below. ‘Thus, for instance, 
the definition of ‘industrial building’ for the 
purpose of this clause will be that contained in the 
Income Tax Act, 1952, Section 271. 

The first exception is that investment allowance 
is not to be written-off in arriving at the ‘residue’ 
of the expenditure and the investment allowance 
is to be ignored for the purpose of arriving at the 
maximum amount on which a balancing charge 
may be made. The second exception is that 
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The problem of post-war credits shows itself 
to be in the process of becoming more and more 
intractable as time goes on. The position n mg? 
reached is certainly anomalous in many respects. 
Why, as one Member said, should a man aged 60 
be precluded from drawing his own credit, while 
a much younger man may draw someone else’s? 


We resume now our detailed examination of 
the Bull. 


ALLOWANCES 


investment allowance shall not be excluded by 
the Income Tax Act, 1952, Section 277. This 
relates to cases where an industrial building "er? 
structure was in existence before the commence- 
ment of capital allowances in 1946-47 and a ^ 
‘mills, factories’ allowance had been given for 
1945-46. In those cases mills, factories allowances 
continue to be given for the ten years ending 
with 1955-56, unless the taxpayer opts otherwise. 
(See the Income Tax Act, 1952, Schedule XI, 
Part I.) Where mills, factories allowances continue 
to be given, initial allowance is in effect postponed 
by Section 277 (2). Clause 15 (2) (b) makes it 
clear that investment allowance is not to be 
postponed. ‘This exception cannot, by its nature, 
affect expenditure on entirely new structures; but 
it will affect claims in respect of expenditure on 
additions or alterations of existing industrial 
buildings and structures. 


Clause 15 (3): Plant and Machinery 
Clause 15 (3) makes a corresponding change in 
favour of expenditure on new plant or machinery, 
the investment allowance being in this case one- 
fifth, not one-tenth. 'The provisions of the Income 
Tax Acts applicable to initial allowances on plant 
(so far as they apply to ‘new’ assets) are applied to 
investment allowances, but again with exceptions. 
Initial allowances affect not only balancing 
allowances and charges in relation to plant and 
machinery, but also annual allowances. Clause 
15 (3) (a) excludes those sections of the Income 
Tax Act, 1952, which contain the provisions for _ 
cutting down allowances by reason of previous” 
initial allowance. Thus the investment allowance 
will be in addition to the total allowances for the 
whole capital expenditure, in the way which we 
illustrated in a leading article in our issue of 
April 17th, last. (To be continued.) 
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MANAGEMENT ACCOUNTING 


by T. S. McALPINE, A.A.C.C.A., A.C.W.A. 


HE efficient application of techniques, 
: such as planning production and costing its 


processes — and of management accounting 
in particular, depend upon relatively simple 
principles: 
(1) Defining the objective. 

(i1) Allocating individual responsibility. 

(111) Measuring performance achieved. 

Defining the objective and allocating responsi- 
bility is a function of management; measuring 


«the results.achieved is, in the main and particularly 


at top level, a function of management accounting. 


Information from the Accounting System 


The major aspects on which management expect. 
information from the accounting system may be 
briefly summarized as: 

(i) The profit arising from a planned course 
of action, for example, from the proposed 
annual budget. 

(i1) A comparison of actual and planned per- 
formance. 

(iii) Information to show whether the budgets 
or plans continue to be sound policy. 

(iv) The effect on profits of proposed changes 
in the selling price policy to meet general 


Sé or special competition. 


~The claim of accounting on management is for | 


, a planned objective. The importance of a planned 


objective to the accountant is that it defines both 
operating efficiency and the level of activity, and 
fixes the size and nature of the establishment. 


The Forecast Budget 


Several companies in this country have applied 
the principles of efficient management and related 
techniques with conspicuous success. The con- 
tributory factor is a clearly defined objective 
allied to an efficient organization. 

Planning is of two kinds: firstly, the long-term: 
plan which defines in broad terms the policy of 
expansion over the next four or five years and 
sets the pattern for research and development, 
4anarket research, plant extensions, finance, and 
the recruitment and training of personnel; and, 
secondly, the short-term plan which aims at the 
control of profit. 

_ The control of profit is normally based on an 
annual budget. Management define the objective 
for the ensuing. year and executives plan in 


detail for their respective divisions. Thus the. 
‘sales director submits a forecast of sales which, 


taken in conjunction with the stock policy, 
enables the production director to prepare his 
production plan. These in turn enable the 
financial director to calculate income, expenditure 
and profit. 

Before approving these forecasts, management 
will be satisfied that the sales income is reason- 
able, that adequate use is being made of the pro- 
duction facilities and that the profit margin is 
satisfactory. 

At this point practice differs. In some companies 
the acceptance of the budget is the authority -to 
proceed. In others, its acceptance implies simply 
the acceptance of a certain level of activity and 
authorizes the size and nature of the establish- 
ment to be carried. The production programme 
reinains flexible, but it is expected to maintain 
the budgeted level of activity. 

There is general agreement that the budget 
must constitute a sober assessment of what is 
probable in the circumstances, and that the 
rhythm of working must be preserved. Budgets 
which are subject to frequent modification are of 
little practical value to management. At the same 
time, a budget can never be inflexible: 

Statement I (accompanying this article) outlines 
the general principles involved in reporting to top 
management. It emphasizes the principle that all 
standard reports for management use should be 
confined to the bare essentials, being supplemented 
where necessary by brief reports. 


The Flexible Budget 


The accountant has quite rightly advocated 
standard costing as the proper basis for cost 
control, but the basic standards generally avail- 
able to him are not sufficient in themselves for 
this purpose. 

Normally, he can establish the material cost 
and the direct labour cost from basic standards, 
and-he can calculate the variable expenses but, 
generally, there is no information available on 
volume of output and, therefore, no basis for ` 
apportioning fixed expenses or determining the 
size of the establishment. 

Management tend to be shy about forecasting 
the volume of output, and in many cases they 
are not amenable to the preparation of sales 
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budgets. In general, the influence of management 
is less apparent in the sales division than in any 
other section of the organization. Thus, modern 
management is fully aware of the need for 
standards inside the factory but does not always 
appreciate an equal need in the sales field. 

By comparison, the companies which do have 
efficient selling organizations attach primary 
importance to fixing a sales quota for every 
representative. 

Undoubtedly some companies are at a dis- 
advantage in forecasting sales and fixing sales 
quotas, but every company can operate more 
efficiently with them than without them. 

The net result is that the accountant has to 
decide for himself the level of capacity to be 
adopted for standard costing purposes; the usual 
procedure is to base it on normal capacity. 


Budgeting on Normal Capacity 

There is no uniform definition of normal capacity. 
It may represent: (a) the average output over the 
past year or two, or it may be based on (8) the 
maximum capacity of the plant after making a 
reasonable allowance for unavoidable breakdowns 
or, in other words, upon the output obtainable 
from a full order book. 

The tendency is to adopt maximum capacity as 
the basis for two reasons: to ensure that the 
standard cost always provides an incentive to 
greater effort, as by this method only under ideal 
conditions can the standard be attained; variances 
in the fixed expense recovery measure the effect of 
idle capacity. 

Where a factory has sufficient orders in hand 
to operate at full capacity, failure to meet the 
standard cost measures the inefficiency, and 
responsibility can be allocated to individuals. 
Where the sales position does not warrant full 
production, variations from the standard cost 
have to be analysed to determine how much is 
due to operating below capacity (and therefore 
uncontrollable by foremen and the like) and how 
much is due to inefficiency. This entails the 
segregation of fixed and variable expenses. 

The procedure of analysing expenses into fixed 
and variable and projecting the respective figures 
appropriate to varying levels of capacity is 
commonly termed flexible budgeting. Statement 
II illustrates the principles of flexible budgeting 
and standard costs. 


The Short-term Budget 


It is probably true that most industrial concerns, 
particularly the smaller ones, cannot base their 
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operations on an annual forecast budget, primarily 
because they cannot be sure of the sales demand. 
Yet every company that manufactures a standard 
product to be sold from stock has to anticipate | 


sales demand, the degree of anticipation being 


normally governed by the production-cycle, or 
through-put time, of the product. 

The operation of the factory is dictated by the 
periodical issue of production programmes. Once 
work has started on a production programme it is 
generally unwise to interfere with it. It follows 
that a company has a definite plan for what- 
ever period is covered by these production pro- 
grammes, and this can serve as a basis for the 
short-term budget. 


One company operating on a six-weeks’ - 


production cycle issues two programmes every 
sixth week: (a) a firm programme for six weeks 
for the manufacture of parts and for final assembly; 
and (b) a tentative programme for a further six 
weeks for parts manufacture only. 

A twelve-weekly budget is prepared and is 
subject to revision every six weeks in line with 
the production programme, if changes warrant 
it. 

Valuable as a short-term budget can be for 
directing and controlling the manufacturing 
operations, it is too limited in scope and time to 
serve the business as a whole. The profit objective, 
the planning of sales campaigns and the fixing of 
sales quotas must normally be based on an annual 
forecast budget (except for particular trades, for 


example, the fashion trade, which operate onā 


six-monthly cycle). 

In these conditions, the profit control statement 
follows the pattern shown in Statement IIT. ‘The 
first column shows the results expected under the 
forecast budget (incidentally, product costs are 
normally based on the forecast budget). The 
second column sets out the results that should be 
attained by the short-term plan. The short-term 
budget can be very elastic in the control it 
exercises. It may be a comprehensive budget 
covering sales, costs and profit, in which case 
it can be directly compared with the forecast 
budget on the one hand and with the actual 
results on the other. 

But this is not always practicable and the 


short-term budget is sometimes confined to Ga 


factory operating cost, and shows the varianc 
that should arise from failure to operate at the 
capacity level visualized in the forecast budget. 
This statement, 
reports where necessary, should lead to effective 
management control. 


supplemented by special ` 
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STATEMENT I. Basep on Top Forecast BUDGET 


pg 


_ Profit Control Statement 


Sales .. 
Standard manufacturing cost . 


Manufacturing profit at standard cost 
Manufacturing cost variances: 
(a) Material: 
Price .. 
Usage .. 
(6) Operating 
Net manufacturing profit 
Less Distribution expenses . . 
Selling expenses , 
Administration expenses 


Research and EE Expenses (alloca- 
tion) .. 


NET PROFIT gë a Çi a NK z 


Summary 
The forecast budget and the short-term budget, 
| in combination or independently, fulfil two 
| functions; they translate the management plan 
into money, showing the results that can be 
| expected from "0. and they compare the results 
achieved with the planned performance.. 
| These are the only forms of budgeting that 
| can give management the positive guidance it 
requires. Equally, management must be positive 
in its aims to make these budgets possible. 
Flexible budgeting gives control in a negative 


d sort of way. It shows, after the event, the expendi- . 


ture’that should have been incurred in accordance 
+ with the output obtained. It is indispensable for 
control where no management plan exists. 


STATEMENT III. 


Profit Control Statement 


| — 
| Sales e RE 
Standard manufacturing cost. 


Manufacturing profit at standard cost.. 
Manufacturing cost variances: 
~ (a) Material: 
Price 
Usage .. 
(6) Operating .. 


det manufacturing profit 
Less Distribution Se 
elling expenses. 
Administration expenses” i 
Research and EE expenses 
(allocation) S 


Net PROFIT 





This Period 
Annual {Short-term 





This Period Year to Date 





Budget 


Actual ge (eae 


STATEMENT IT 


Basep ON 'THE FLEXIBLE BUDGET 










"This Year 
Profit Control Statement Period to 
Date 






Sales .. 
Standard cost of sales ; 
Profit (excluding variances) .. 


Variances; 

Material ah Dees , 
ee Controllable -- 
Factory expenses { Uncontrollabie 

General expenses Ee 

Mer PROFIT... vi £ 


ANNUAL FORECAST AND Tur SHORT-TERM BUDGET 


Year to Date 


Annual 
Budget 


Short-term 
Budget 
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UNQUOTED SHARES 


THE VALUATION OF MINORITY HOLDINGS IN PRIVATE | 
COMPANIES FOR THE PURPOSES OF ESTATE DUTY 


by E. L. FAIRWEATHER, LL.B., 
Chief Examiner, Estate Duty Office 


T the outset, I must make it clear that I am not 
attempting to shelter behind the skirts of 
authority, as I do not speak with the voice of 

the Board of Inland Revenue. I shall have occasion 
to, touch on matters of official practice, and I shall 
give as clear a picture as possible uf what I understand 
it to be; but mine alone is the 
responsibility for what I say, 
which in a well-worn phrase I 
ask you to accept as ‘without 
prejudice’. 

In the time at my disposal, it 
is obviously impossible that the 
manner of valuation of minority 
holdings of unquoted shares 
should be dealt with anything like 
exhaustively; and in any case 
there are already a number of 
admirable treatises on the sub- 
ject. I shall therefore concentrate 
on some aspects which I hope 
are today of particular interest. 

My first task must be to lead 
you into what Mr Justice Danck- 
werts has recently described, in 
an already much quoted phrase, 
as ‘a dim world peopled by the 
indeterminate spirits of fictitious 
or unborn sales’. He referred, of 
course, to that world evoked by 
Section 7 (5) of the Finance 
Act, 1894, which declares 
that -> 

‘The principal value of any property shall be 
estimated to be the price which, in the opinion of 
the Commissioners, such property would fetch if 
sold in the open market at the time of the death of 
the deceased’. 

A simple conception, nevertheless involving as regards 
unquoted shares most complex and sometimes 
debatable interpretation. For in the case of such 
shares we are frequently faced with either a con- 
ceivably open market but no sales, or with no open 
market at all. If we are in the fortunate position of 
having both an open market and a sale in that market, 
and no circumstance to cause a change in value 
between the date of death and the date of sale, our 
problem is solved and we heave a sigh of relief. 


A lecture delivered to the Leeds, Bradford and District 
Society of Chartered Accountants on February 23rd, 1954, 
with Mr Cecil L. Davies, F.c.a., President of the Society, 
in the chair. 





At tre eee! 


“Mr. E. i Fairweather, LL.B, 


Valuation by Reference to a Sale 
If we have a genuine sale in a genuine open market 
when circumstances differed from those at the 
death, we still have something of use; provided the 
difference in date is not too great and the differences 
in circumstance not too many, the sale price 
may provide a jumping-off 
ground and suitable adjustments- 
made. This method of valuation 
by reference to a sale is one we 
find quite naturally commends 
itself to the parties in cases 
where shares are sold at less 
than the probate value; but if the 
Revenue seeks to found an argu- 
ment on a sale after the death at 
an enhanced value, we are not 
infrequently accused of utilizing 
ex post facto information. 

May I take this opportunity 
of emphasizing that this is not 
the case? A sale after the death 
may merely focus into a definite 
price the various factors which 
were operative at the date of 
death, which would have pro- 
duced the same result if similarity 
focused at that date. Given that 
rare thing (in the case of un- 
quoted shares), a sale in a market 
which satisfies the statutory re- 
quirements, we are out of the 
realm of hypothesis and in‘the 
realm of fact. 

The first acute legal problem that arose on the 
application of the ‘open market’ principle of valuation 
to a private company’s shares arose on a death in 
root, where the company’s articles of association 
fixed the transfer price ‘at {100 per share. The 
executors contended that this was the value for 
estate duty; the Revenue claimed that it was not the 
‘open market’ value; and the Irish Court of Appeal 
established an important general principle that has 
governed our approach ever since, and was reafhrmed 
by the House of Lords in the Crossman case in 10 

I think this principle is familiar to you all; byit 
briefly, it is that restrictions on transfer must be 
completely ignored for the purpose of the assumed 
immediate sale in the open market which is the test of 
value; but the purchaser in the open market comes in 
knowing that he is bound by them,.and that his power 


1 In re Crossman, In re Paulin (15 ATC 94). 


May 8th, 1954 


of resale is correspondingly limited. In other words, 
we have to determine what a purchaser in the open 
-emarket would have paid to stand in the holder’s 
shoes at the date of the death, and hold on the same 
terms. This condition is generally to some extent a 
depreciatory factor, the degree depending on the 
stringency of the conditions affecting any subsequent 
resale. 

Quite apart from an artificially controlled price, 
the market for shares may in fact be limited by the 
operation of family interests in the disposal and 
distribution of the company’s capital, by the purely 
local knowledge of the company and its activities, by 
the unobtrusiveness of its operations. There is 
` frequently no marketing machinery readily available 
to make the merits of a company’s shares known to 
ithe public likely to be interested even where there 
would be no personal obstacles to any outside sale. 


Essential Qualities of an Open Market Sale 


I said earlier that a genuine open market sale in the 
case of unquoted shares is a rare thing; and in 
amplification of this it may be useful to run over 
some of the essential qualities of such a sale derived 
from a series of judicial decisions and obiter dicta 
spread over the last few decades. 
An open market implies a willing vendor and a 
_ willing purchaser at arm’s length. The willing seller 
is not one who is prepared to sell on any terms or 
without reserve — i.e. he is not a forced or anxious 
seller. He is one who is prepared to sell provided a 
fair price is obtained under all the circumstances of 
the case. The purchaser is a person of reasonable 
prudence who has informed himself with regard to all 
the relevant facts. 
The open market includes every possible purchaser, 
and it must be assumed that proper steps are taken to 
bring the offer to the notice of everyone likely to be 
interested, These include all the purchasers in the 
limited market, plus any others who might be 
attracted by a suitable approach; and we must not 
ignore the effect of competing buyers on the price 
that would be obtained. 
_ The Revenue is entitled to assume that the 
| postulated sale of the shares takes place in such a 
| manner and subject to such conditions as might 
reasonably be-calculated to obtain for the vendor the 
best price. There are no grounds for excluding from 


the. possible purchasers those to whom the shares may . 


have a special value. 

It is sometimes: urged that the hypothesis of an 
“open market sale in the case of shares which cannot 
be sold in this manner produces an unfair result; 
b submit that the object of the legislature was to 
tax the real value by normal commercial standards of 
the property in the hands of the deceased, rather 
than a saleable value which might, by design or 
‘fortuity, be very different — surely a reasonable aim. 
And having outlined the hypothetical nature of the 
market and the sale, I suggest that there is a tendency 
to exaggerate the artificiality. It is true that where the 
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sale price is controlled on the basis of a formula (as 
in the Crossman case) or by other severely restrictive 
articles, the Revenue must reject the sale price as 
itself artificial; but there is a large number of cases 
where restrictions are less onerous, and purchasers in 
the limited market available are the very people who 
would pay the best price if the shares were on the open 
market. Although they might, in the face of wider 
competition, have been. compelled to pay more, J am 
sure that in practice you will find my office willing to 
give great weight to sales at arm’s length where the 
price has been reached by genuine negotiation. 


The Holt Case 


I feel that I shall be expected to make some reference 
to the Holt case,! which during the last month or so 
has attracted considerable publicity in the Press. 
I need not go over the case in detail, as I have no 
doubt it has been fully discussed by you over lunches, 


‘and at your most secret conclaves. Suffice it to 


reiterate that the value of certain shares in an un- 
quoted company, submitted by the parties at 11s 3d 
per share, was first estimated by the Estate Duty 
Office at £3, then determined by the Commis- 
sioners at 34s, and finally taken to Court on the 
basis that the Revenue would agree 25s, the parties 
by that time having advanced their figure to 17s 2d. 
The Court fixed the value at ro, 

I should like to preface my remarks on the subject 
by a few general considerations. I have no doubt 
that I shall find unanimous agreensent when I 
assert that the value of unquoted shares depends on a 
very large number of factors. To mention a few, 
there is yield on the basis of dividend paid, amount 
of profits earned, assets cover, the liquidity of the 
assets, the ratio of fixed to current assets, the relation- 
ship of current assets to liabilities, the capital structure 
of the company, the extent to which the trade is 
speculative, the prospects of the particular industry, 
the history of the company, the competence and 
continuity of management, the incidence of trade 
cycles, the marketability of the shares, the distribu- 
tion of the shares and the operation of family interests, 
the incidence of taxation. 

Differences of opinion arise, not as to the normal 
relevance of these multifarious influences, but as to 
the extent — particularly in the unusual or anomalous 
case — to which each should be. weighted in the final 
computation. With so many forces at work, it is not 
surprising if the emergence of fresh data during 
discussion and investigation should cause modifica- 
tions of view on both sides. I have recently had a case 
where a firm of qualified accountants doubled their 
original estimate almost before discussion had got 
under way; and publication (if that were possible) 
of every case where professional valuations are modi- 
fied under the searchlight of inquiry or proved unreal- 
istic by actual sales, could easily (and quite wrongly) 
be used to bring the profession into disrepute. 


1 In f Holt (32 A.T.C. 402). The Accountant, Dec, 5th 1953, 
at p. O21 
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The point I am making is that there were more 
than usual peculiar features in the case of the Holt 
shares: more than the normal number of factors whose 
relative importance it was difficult to appraise. To 
mention only two, the 5 per cent dividend was some 
thirty times covered by current profits; and there was 
room for endless debate as to how soon pressure of 
circumstances might force the equity on to the market, 
with consequential increase of dividend. That the 
final result represented an increase of about 69 per 
cent on the parties’ original figure, and a decrease of 
about 68 per cent on that of the Revenue, may be used 
as a cheap debating point; but it can seem of shattering 
significance only to those unfamiliar with the methods 
and problems of investigation and negotiation. 


A Fair. and Considered Opinion 


In my experience, my office always does its best to put 
forward a fair and considered opinion on the facts 
available; and our records afford perhaps unparalleled 
opportunities for comparison and research. It may be 
that a figure is occasionally put forward prematurely 
when sufficient facts are mot available ~ sometimes 
through pressure to ‘get down to brass tacks’. But 
it is fully recognized that on most matters of valua- 
tion there is scope for some difference of opinion; 
and where the official minimum and the parties’ 
maximum do not meet, the gap has to be bridged, 
normally by compromise, very rarely by the un- 
popular arbitrament of the Courts—the precise 
method depending on the size of the gap, and the 
tenacity with which either side holds views as to the 
importance of certain elements in the value. 

Earlier, I remarked that the valuation of unquoted 
shares involves consideration of a large number of 
factors; and it will be appropriate to consider some of 
these in further detail, and the kind of approach 
necessary when we are presented with a particular 
problem. : 

The simplest type of case to consider is that of a 
holding representing a relatively small interest in 
either an unquoted public company, or in a private 
company with well-scattered shareholdings. This 
holding is reasonably comparable with the type of 
interest normally dealt with on the Stock Exchange; 
and comparison with companies having a stock 
exchange quotation is the obvious prima facie basis. 

The Stock Exchange is by no means necessarily or 
invariably a true open market within the statutory 
meaning, but it is generally the best we are likely to 
get for a normally marketable block of quoted shares, 
This comparative method of investigation received 
judicial endorsement in the Crossman case, when the 
average dividend yield of representative brewery 
company shares, computed on the quoted prices at 
the date of death, was taken as a starting point in 
valuation. This method is simplest to apply in the 
case of relatively steady, national, and to some extent 
standardized industries, such as brewing; but in the 
case of highly specialized or local trades, the problem 
is to find comparable quoted companies at all. 
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There is, of course, no such thing as a completely 
comparable company with the one under investiga- 
tion, for no two companies can be identical; CN" 
whatever companies are chosen, the other side is 
likely to be able to find some points of difference in 
favour of the view it is supporting. Nevertheless, it is 
generally possible to find some quoted companies 
subject to many of the same factors as govern the 
case under consideration, and by suitable weighing 
up of the relative advantages and disadvantages, much 
help may be obtained. 

Qn the whole, the private company’s shares may 
reasonably be regarded as less influenced by .the 
impact of day-to-day rumours and political and 
international news, than the shares of a corresponding 
quoted company in its more speculative market. They 
will move in the same direction, but more sedatele 


_and to lesser extremes. This is natural, because the 


usual purchaser of an interest in a private company 
is more an investor than a speculator, with his eyes~ 
somewhat more on the horizon than on the immediate | 
foreground. It follows from this long view that he is ` 
less influenced by relative unmarketability than is 
sometimes urged upon us. 


Allowance for Unmarketability 


The smaller private investor is not as a rule looking 
for a speedy resale at a profit. Some allowance for 
unmarketability must, of course, be made. The 
purchaser will not pay quite as much for a share which 
he cannot freely and quickly realize in emergency, as 
he would for a similar share that could always be 
disposed of at short notice. How much difference in 
terms of cash the element of unmarketability makes 
to price is a matter of debate which must result 29 
varying figures according to individual circumstances; 
but the Crossman-Paulin cases give some support for 
a difference in the region of 20 per cent at the relevant 
dates and under the conditions then obtaining. Even 
if it were possible to find a completely comparable 
quoted company, it would generally be necessary to 
make some allowance of this kind. 


Effect of Dividends on Value 


What are the elements capable of comparison 
between two companies? The record of dividends, 
especially the most recent dividends, is extremely 
important in the case of small minority holdings; and 
it is not infrequently urged upon us that that is the 
only factor that counts. This is, I submit, a patent 
overstatement. If two companies are paying regular 
10 per cent dividends, in one case only just earned 
but in the other covered ten times over by profite 
surely the latter must be regarded as the more 
attractive proposition. For one thing, the risk of 
diminution of dividend is less in the second case — 
the ordinary share is getting some of the security 
advantages of a preference share. For another thing, 
in the latter case the substantial proportion of profits 
being ploughed back must in the normal course, at 
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some time and in some way enure to the advantage of 
the shareholder. The surtax payer may well prefer a 

-policy which restricts distribution. 

' Jn an address on January 21st, 1954, in Glasgow, 
Sir Harry Pilkington, President of the Federation of 
British Industries, made some interesting comments 
in discussing the question of take-over bids. He is 
reported as saying that of two companies in identical 
circumstances making {1,000 profit, the one that 
pays out £700 and reinvests £300 is worth less, not 
more, than the one that pays out £300 and reinvests 
£700. Of course the market frequently takes the 
opposite view, and Sir Harry was pleading for a 
longer vision. But I suggest that the private company 
investor does tend to the longer view, and often has 
much more of an eye on profits than on immediate 

‘cash returns. 

The suggestion that ‘dividends can be the sole 
criterion of value presents a reductio ad absurdum in 
the case of companies paying no dividend, whose 
shares ‘frequently nevertheless have a substantial 
value. We have also the dictum of Lord Fleming in 
the 1930 case of Salvesen’s Trustees v. C.I.R., that 

‘it would be quite fallacious to value these shares 

on the basis of the dividends paid and without 

regard to the amount of the profits earned but not 
distributed’. 

In considering the value of a company’s equity 
shares from the aspect of yield, calculated: by 
reference to the ratio of either dividends or profits to 
price, the question of gearing is clearly important. 
If the company is financed in such a manner that 
bank or other loans, debentures, and preference 
capital demand a considerable proportion of the 


company’s profits in satisfaction of their prior interest . 


claims before the ordinary shares participate, it is 
apparent that a relatively small variation in the 
company’s total profit can have a disproportionate 
effect on the residual profit available for the equity. 
In such a case, the equity holder is likely to expect 


a higher yield to compensate for his greater risk. You ` 


must forgive me for stressing a point which might 
be regarded as elementary, but it is one which in my 
experience is frequently igriored or overlooked when 
seeking to establish a comparison between a quoted 
and an unquoted company. l 

It is perhaps unnecessary to remark that a company 
that looks highly geared on paper at first glance, is 


not necessarily highly geared in fact. For instance, 


you might have £20,000 in preference capital and 
only £5,000 in ordinary; but if owing to large 
reserves the ordinary shares were covered by assets 
twenty times over, and such assets were employed in 
earning a commercial rate of income, the gearing 
would be quite normal. I am reminded of a case many 
years ago where the Revenue increased the value-of 
certain ordinary shares from {1 to £4 each; and the 
company shortly afterwards held a general meeting 
and issued bonus shares in the ratio of 3 for 1, ‘in 
order to bring the company’s capitalization in line 
t (9 A.T.C. 43). 
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with the valuation by the Inland Revenue’. Such a 
rare and touching acknowledgment by the great 
world of commerce of our prestige and influence 
filled us with indescribable emotions. 


The Family Company 


So far I have considered primarily the relatively 
small shareholding. Control cases, where a valuation 
on the basis of assets is imposed by Section 55 of the 
Finance Act, 1940, are beyond the scope of my 
remarks tonight. But the intermediate case presents 
a special and interesting problem. What of the family 
company, where we have 4g per cent of the company’s 
voting rights vested in the deceased’s shares? What 
of the company where the deceased, his wife, and his 
two sons, held a quarter of the capital each? What of ` 
the three brothers with an equal interest? It was 
remarked by Lord Greene in Re Smith & Fawcett 
Led ([1942] All E.R. 542) that 
‘Private companies are, of course, separate entities 
in law just as much as are public companies, but 
from the business and personal point of view they 
are much more analogous to partnerships than to 
public corporations’. p l 
In this type of case, my office has often been 
accused of trying to impose a Section 55 basis — that 
is, an assets basis -- of valuation, even where Section 
55 patently does not apply; and I take this opportunity 
of repudiating as firmly as I can any such suggestion. 
In cases outside that section we rely solely on the 
normal basis of an assumed sale in the open market, ` 
the original basis of valuation imposed by Section 
7 (5) of the Finance Act, 1894. But we do ask people 
to consider the kind and type of open market in 
which such an interest would be sold if such a sale 
were possible. We aré bound to carry hypothesis to 
the point of envisaging an unrestricted sale — don’t 
let us carry it further and try to imagine a fantastically 
inappropriate market, where no one who wanted a 
good price would go. 


Quasi-partnership Type of Interest 
I have occasionally had this quasi-partnership type 
of interest where the parties have written to me and 
said, ‘We have asked our brokers to sell these shares, 


‘and they cannot get a single offer’. Well, if you have a 


pig for sale, why send it to Christies? Or if you want 
to dispose of your Rolls-Royce, why put it in the 
cattle market? What the stockbroker handles so 
expertly is normally something quite different. 
Comparison with quoted shares, therefore, while it 
may throw some light on industrial trends and the 
public appraisement of trade risks, is of very limited 
application in dealing with a large fraction of the 
equity of a closely-held private company. 

In considering what I have called the quasi- 
partnership interest, generalization cannot be carried 
very far, because so much depends on individual 
circumstances, including the precise set-up of the 
company and the distribution of its shares. But I 
submit that the value of the company’s assets 
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assumes a much greater importance, and that an 
open market sale would not generally be negotiated 
without some consideration on both sides of what the 
assets were worth. 


Husband and Wife Holding Control 


Take the case of a husband and wife holding control 
between them. It is almost inconceivable that either 
would sell independently of the other at a price 
appropriate to a mere minority interest. Any pur- 
chaser of the husband’s.shares would be likely to 
negotiate concurrently with the wife for the acquisition 
of control, and the appropriate price would be 
influenced, in the minds of all parties, by the know- 
ledge of what was actually taking place. Sometimes 
the deceased’s holding would be sufficient to place 
control in the hands of one of several other share- 
holdings, when added to their existing holdings; they 
would be the first and obvious people to approach on 
any free sale, and they might well be competing 
buyers. Sometimes all shares except the deceased’s 
large holding are scattered among a large body of 
small holders; and any purchaser of the deceased’s 
shares has a reasonable prospect of getting control by 
buying smaller lots — which may be worth his while, 
even at an extravagant price. Prospect of control of a 
prosperous company is a tempting bait; it can even 
suspend internecine feuds in a company, while 
negotiations are in progress — few people are ill- 
humoured enough.to refuse a good bargain. 

I ask you, therefore, not to be too angry with us, 
if we show an unwelcome interest in a family 
company’s assets. We are merely doing what a 
purchaser would do, and in fact does, where this type 
of interest is the subject of a freely negotiated sale. 

I suggest, too, that in the family company with 
few shareholders, the nature of the company’s assets 
has a considerable bearing on the extent to which 
their value is relevant. Take a purely imaginary case 
of, say, three brothers with savings of {£5,000 each, 
who decide to pool their savings for investment 
purposes, and form a company with a capital of 
£15,000 to which they transfer cash. Could you 
reasonably say that the interest of each brother at 
that moment was worth much less than £5,000? 
Instead of £5,000 cash each, they now have in 
effect a one-third share in {£15,000 cash with the 
added flexibility and other advantages of incorpora- 
tion. They have presumably undertaken this project 
in their own interest, and it is logical to assume they 
have thrown nothing away. 


A ‘Family Money-box’ 

The example I have chosen is an extreme case, but 
we frequently come across a sort of miniature 
investment trust, which is neither more nor less than 
a family money-box. It may hold quoted investments, 
it may hold houses or lands; but in no ordinary sense 
is it a trading concern. In such cases it seems to me 
indisputable that the value of the assets is the 
primary consideration. 
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One other type of case should be mentioned at 
this stage. In his lecture at Torquay in 1951, Mr 


Hamilton Baynes mentioned the family company 


where dividends paid may have been negligible, the’ 
bulk of the profits having been paid_away as manage- 
ment remuneration. He goes on to remark that, 


“f after charging reasonable remuneration the 
dividends have little or no relationship to earnings, 
dividends as a method of share valuation must be 
abandoned’}, 
I assume no one here would dissent from that view; 
but we do have to meet occasional opposition on the 
point. Quite clearly, in a small company, with, say, 
three or four equal shareholder-directors, it is 
immaterial to the proprietors whether profits are 
distributed as dividends or remuneration, and the 
latter course is not infrequently adopted. 
Every now and then, however, we are pressed to 
take a point of view that apparently assumes a 
vendor’s advertisement something like this: 


‘For sale — one-third share in a family company. 
No income promised, for the other-members will 
swipe the lot. Possible capital return on liquidation, 
but the others are living on the company, and they’re 
depressingly young and healthy.’ 
I do not need to remind you that the statute demands 
the assumption of a sale; and on this ‘basis no one 
would ever sell, and no one would ever buy. There 
is no rule of law or equity that involves the abandon- 
ment of the normal processes of commerce, the 
flouting of the fiduciary status of directors, the 
ignoring of the statutory and common law rights of 
minorities, the assumption of the absence of normal 
human relationships of decency and co-operation. 
—— h 


‘Guess-work’ 


I should now like to touch briefly on two words or 
phrases that have kept cropping up in recent weeks 
in the Press in relation to valuation for estate duty 
purposes. The first is the word ‘guess-work’, coupled 
with the implication that that term covers the whole 
activity of unquoted share valuation as practised by 
my office. The popularity of this word stems, I think, 
from references to expert witnesses by Mr Justice 
Danckwerts in his judgment in the Holt case; and 
citations generally ignore the qualification by the 
learned judge, that he meant intelligent guesswork 
aided by experience. An alternative word would be 
Sudgment’, with the addendum that neither human 
judgment nor human guess-work is infallible. 

Not even the most experienced auctioneer could 
predict with certainty the price to be fetched by an| 
article he was to sell next day — such price might be 
influenced by the news in the morning’s paper, a 
private feud between members of his clientele, or the 
infelicitous circumstances that his keenest potential 
bidder fell off a bus But knowledge and experience 
do help: and on this count I maintain that the 
Estate Duty Office is not unfavourably placed. 


1 The Accountant, November 3rd, 1951, page 420. 
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‘Oriental Bazaar’ 


The other popular slogan is the reference to an 
“Oriental bazaar’, and the suggestion that this phrase 
depicts the atmosphere in which our discussions are 
conducted. Why our efforts to achieve reasonable 
settlements should be singled out for an epithet 
intended to be opprobrious, I cannot imagine. What 
about the negotiations when you buy or sell a house, 
a second-hand motor-car, film rights, or services? 
Does the seller never take less than he wished, or 
the buyer pay more than he intended? Grant us 
omniscience and we will abolish negotiation. I submit 
that negotiation is the inevitable- corollary of the 
fact that valuation of unquoted shares is not an 
exact science. It is an estimation of probabilities, the 


solving of an equation with almost infinite un- - 


_knowns. 

I am sure you have too much experience of our 
official practice to think I am suggesting that we can 
be “fobbed off? with anything: I am equally sure that 
none of you would try it on. When I assert that we 
sometimes have very strong views, I can feel your 
thoughts framing the riposte, ‘You’re telling us! 
But I cannot emphasize too strongly that we do 
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recognize that in almost every case there is some 
room for difference, and that we do try for a fair and 
reasonable solution. 

From most of your profession we find reciprocity 
of co-operation; and believe me, we understand that 
in some ways your position is more difficult than 
ours. We have no outside impulse attempting to sway 


the balance of judgment: whereas your academic 


integrity has frequently to be maintained against the 
opposition of those whose problem looks to them 
like getting a quart out of a pint pot. On our side, 
I am quite sure that a consistent tendency to over- 
valuation in any of our less experienced staff would 
cause greater concern in my division than the 
opposite tendency. 

And now my time is up. Both my audience and 
myself would be exhausted long before my subject 
was, which is almost infinite in its ramifications. If 
my talk has done anything to remove any mis- 
apprehensions or grievances and to promote fuller 
understanding between my office and the profession, 
I am sure that I speak with the voice of the Board as 
well as myself in saying that the opportunity afforded 
by your hospitality is welcomed. 


WEEKLY -NOTES 


The Institute’s Annual Meeting 


The seventy-third annual meeting of The Institute 
of Chartered Accountants in England and Wales 
was held last Wednesday, as this issue was going to 
press. We hope to publish the President’s address, 
together with a report of the proceedings at the 
meeting, In our next Issue, 

Following the Institute’s meeting, the sixty-eighth 
annual general meeting of The Chartered Account- 
ants’ Benevolent Association was held, and we hope to 
publish a report of the proceedings of this meeting 
also in next week’s issue. - 


The Irish Institute’s Year 


Another year of considerable activity is reflected in 
the report of the Council of the Institute of Chartered 
Accountants in Ireland for 1953. The membership 
has increased from 835 to 878 and there were 339 
clerks serving under articles at the end of the year. 
The percentage of passes in the Institute’s Final 
examination continued to be low at 35 but 43 per 
cent of the candidates presenting themselves for the 
first time passed. l 
The Institute, through its council or individual 
members, played a prominent part in -public affairs 
GES 1953. The Company Law Reform Committee, 
ppointed by the Attorney-General of the Republic, 
contains two members of the Institute and another 
. member is serving on the committee set up by the 
Minister of Finance in the Republic to consider the 
effect on taxation on industrial production. To both 
of these committees the Council has submitted, or 
will submit, memoranda of evidence. It has also 


given written evidence to the committee formed by 
the Minister for Industry and Commerce in the 
Republic to consider the desirability of establishing 
the metric system of weights and measures and a 
decimal system of coinage. In a more domestic 
capacity, the Council has been giving thought to 
the question of accounting in relation to changes in 
the purchasing power of money and ‘will shortly 
issue a statement onthe subject to members of the 
Institute. 

The sixty-sixth annual meeting of the Institute was 
held in Dublin last Saturday. A report of the meeting, 
including extracts from the Presidential address, 
appears on another page. 


Balancing Charge on Transfer of a Business 


The House of Lords decision in C.I.R. v. Barr was 
announced on Tuesday. This was an appeal by the 
Inland Revenue against a decision of the Court of 
Session to the effect that where a business is trans- 
ferred as a going concern, the sale of the plant to the 
successors does not take place ‘before the trade is 
permanently discontinued’ (C.R. o John Barr 
(32 ATC 93)). From this decision it would follow 
that if the sale took place before July oth, 1952 (when 
the Finance Act, 1952, altered the law), no balancing 
allowance or charge could be made on the sale. The 
High Court in England, having come to a different 
conclusion in a similar case, the Crown appealed to 
the House of Lords, where the Crown’s representa- 
tives were not called on to argue. In his judgment, 
Lord Morton of Henryton said (The Times, May 5th, 
1954) that the two conflicting views might be stated 
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as follows: (1) Did the sale take place ‘before the 
trade is permanently discontinued’ within the mean- 
ing of the Finance Act, 1945, Section 17 (1) (now the 
Income Tax Act, 1952, Section 292), because after 
the sale the trade was carried on by a purchaser? 
Or (2) was the trade ‘permanently discontinued’ at 
the moment when the sale took place because the 
person who carried on the trade up to that moment 
permanently discontinued trading as from that 
moment? If the former were correct, the appeal suc- 
ceeded; if the latter, the appeal failed. The true view 
was that the section regarded the question whether 
the trade itself did or did not continue as being com- 
pletely divorced from the ownership of the trade at 
the particular time. The appeal should be allowed. 
The other noble lords concurred. As we have said, 
the decision affects only sales which took place up to 
1952, but we understand that a good many cases have 
been awaiting settlement on this point. 


Encouraging House Purchase 

The Minister of Housing and Local Government 
announced on ‘Tuesday a scheme under which the 
Government and local authorities will jointly guaran- 
tee advances made by building societies for dwelling- 
house purchases beyond the amounts normally 
` granted by those societies. He said that as a result of 
consultations with the associations of local authorities 
- and with the Building Societies’ Association, he was 
issuing a circular to local authorities urging them to 
make full use of their powers under the Small 
Dwellings Acquisition Acts and under the Housing 
Act, 1949, Sections 4 and 5. In particular he was 
recommending the adoption of two complementary 
schemes of guarantee which had been worked out 
with the Building Societies’ Association. One scheme 
contemplated advances by a society of up to go per 
cent on a dwelling-house valued up to £2,500, and 
the other of an advance up to 95 per cent on a post- 
1918 dwelling-house valued at up to £2,000. The 
object is to make house purchase easier for those of 
modest incomes, particularly no doubt, those who 
might otherwise be candidates for subsidized local 
authority houses. The Minister quoted weekly 
repayment figures, including rates and insurance, 
ranging from {2 12s for a go per cent advance on a 
house costing £1,800; to £3 12s sd for a similar 
advance on a house costing £2,500. It is envisaged 
that these terms will be within the means of people 
earning [11 to {14 a week. 


Building Societies’ Report 

The report of the. Chief Registrar of Friendly 
Societies, Part V, for 1953, was published this week. 
Part V deals with the work of the department under 
the Building Societies Acts and the operations of the 
societies registered under those Acts. During 1953, 
building societies advanced on mortgage a record 
. amount of £298 million; exceeding by £22 million 
the previous record (in 1949). Their total assets at 
1H.M.S.O. 2s net. 
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the end of the year amounted to £1,642 million, of 

which £1,396 represented the amount outstanding 

on mortgages, advanced to 1,753,000 borrowers..QOn 

the liabilities side, £1,339 million was owed to } 
2,616,000 shareholders and {202 million was owed ` 
to 594,000 depositors. 

Of the advances made during 1953, g1°8 per cent 
were for amounts not exceeding £2,000. No doubt ` 
the majority of the advances made are for the pur- 
chase of dwelling-houses by owner-occupiers. Over 
g6 per cent of the advances made by one of the 
largest societies in 1953 were for this purpose. 

Publicity made by building societies themselves 
has tended to emphasize the growth in size of indi- 
vidual societies. ‘This tendency is commented on in 
the report. Of the 782 societies on the register at the 
end of 1953, fifty-three, with assets exceedin 
£5 million each, attracted over 80 per cent of the 
new mortgage business. Again, the average member- 
ship has risen from 231 in 1890 to 3,345 in 1953. 


Northern Ireland Budget 


Presenting his Budget on Tuesday, Mr W. B. 
Maginess, the Northern Ireland Minister of Finance, 
announced concessions amounting to £220,000 in 
Northern Ireland estate duty. He proposed to give 
the same relief in Northern Ireland in favour of indus- 
trial premises and in favour of non-aggregation of 
small estates up to {10,000 as was being given in 
Great Britain. Moreover, he proposed also a further 
reduction of duty on estates between {10,000 and 
£85,000. The result would be in general that the 
duty payable would be lower in Northern Ireland in 
relation to comparable estates in Great Britain. Thus 
it was hoped to encourage people to invest their 
money in Northern Ireland so that the Northern 
Ireland Exchequer would eventually benefit. 

Mr Maginess estimated total revenue for the 
current year at {'76,206,000, against total expenditure 
of £63,623,000. With a nominal surplus of £83,000, 
the estimated Imperial contribution would be 
£124 million. 


Impact of Growth of Pensions on National 

Economy 

A research group of the Institute of Actuaries and 
the Faculty of Actuaries in Scotland was appointed 
to prepare a study on “The growth of pension rights 
and their impact on the national economy’. Its 
report has now been published. It points out that 
the proportion of people over sixty-five, at present 
one in nine, is likely to rise to one in six over the next 
twenty-five years. The total of pensions at present 
paid is put at £600 million per annum and it is 
estimated that in thirty years’ time this will grow to 
£1,200 million, on the basis of the present levels of 
wages and salaries. If the national income remained 
unchanged, this would mean an increase from 4 per 
cent to 8 per cent. Eventually pensions would take 
about £2,100 million, or 14 per cent of the present 
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national income. However, productivity per head is 
increasing. Even the pre-war rate of increase would 
idd over eo per cent to the national income in thirty 
years, which should permit of an improvement in the 
reneral standard of living along with the increase in 
he pensioned population. 

Stress is laid on the importance of postponing 
etiring age where possible, even if this increases the 
pensions eventually payable, although the number of 
sIderly pensioners who could be added to.the labour 
force at present is put at only 300,000. The report 
prefers encouragement to compulsion in this respect. 


Estate Duty on Trust Funds in respect of 
Released Property 


While a life-tenant of part of trust funds releases 
s interest and the property in question is paid out 
he remainderman, the remaining property com- 

Set in the trust remains subject to any estate duty 

ijability in respect of the released property, as when 

the life-tenant dies within five years of the release. 

This is the effect of a decision by Danckwerts, J., 

n Re Foynson’s Will Trusts reported in The Times 

on April zoth. 

By a will of 1908 a legacy of £100,000 was settled 
on a beneficiary for life with a power of appointment 

n favour of her children. In December 1947 she 
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released her life interest in {25,000 but died in 
January 1952, less than five years later, and estate 
duty at 50 per cent became payable on the £25,000. 
The Crown claimed this duty from the trustees of 
the balance of the property settled by the will, 
under the Finance Act, 1950, Section 44 (1), which 
makes the trustees for the time being of the settle- 
ment accountable for liability under the Finance 
Act, 1940, Section 43. Section 50 (4) of the Finance 
Act, 1950, provides that a person accountable-as a 
trustee under the section for duty on property which 
has been comprised in the settlement has a lien ‘for 
the prospective amount of the duty and the costs in 
respect thereof’ on any property in his hands ‘which 
is comprised in the settlement’. 

It was conceded that there was a liability to 
recoupment by the person’s interest under the 
release of 1947. One could conceive, however (said 
his lordship), many cases in which the property dealt 
with on the surrender of the life interest had been 
disposed of once and for all by persons who could 
not be made liable effectively for recoupment. That 
made it very hard on beneficiaries who were no 
party to the arrangement. However, if the subsection 
produced that effect, whether it was monstrous or 
otherwise, was irrelevant. He held that the Crown’s 
claim succeeded. 


FINANCE AND. COMMERCE 


Persistent strength in sterling has assisted the stock- 
markets to a firm recovery following the sharp set- 
oack at the opening of the Geneva Conference. 
Investment demand has returned in the gilt-edged 
‘section and this has had stiffening effect in other 
home issues. Business is on a fair scale although 
‘support is selective. 


Glynwed Tubes 


The accounts of Glynwed Tubes Ltd, which form the 
subject of this week’s reprint, are the first to be issued 
under the chairmanship of Mr W. G. A. Russell, 
F.S.A.A. The Glynwed Group, with its headquarters 
in Bilston, Staffs, makes copper-and steel tubes, lead 
sheet and pipe, bolts and nuts, etc. The Group has 
been extended during the year by the acquisition of 
other businesses and the effect is seen in the growth 
of consolidated assets. 

There has also been a revaluation of freehold 
properties ‘as at the last day of the year and the 
depreciation of freeholds in future will be based on 
estimated life. While the freeholds are included at 
urrent value, however, the other fixed assets, Mr 

ussell states, are undoubtedly very much below 
their real worth. During the last five years, he points 
out, more than {£500,000 has been spent in additions. 
Everything possible has been done to keep the con- 
stituent companies in the highest possible state of 
efficiency. 

Notes on the accounts are included in the reprint to 


show how the accounts have been made up. Mr Russell 
explains the position briefly in his statement. The ` 
excess cost of subsidiaries’ shares over book value of 
their net tangible assets has been eliminated by the 
following adjustments: the application of pre-acquisi- 
tion profits of the original and newly acquired sub- 
sidiaries amounting to {£76,000 and £401,416 
respectively; the appropriation of excess profits tax 
refunds of the original subsidiaries, amounting to 
£69,493; the appropriation of a surplus of £505,422 
on the revaluation of the group’s freeholds; the 
appropriation of a surplus of £296,650 in a revaluation 
of stocks. 
Stock Changes 

The stock revaluation follows the Inland Revenue’s 
success in the Courts in the matter of valuing base 
stocks for tax purposes. Notes to the accounts of the 
two previous years have shown that the valuation 
basis was in dispute between the Inland Revenue 
authorities and the company, whose subsidiaries had 
used the ‘base-stock’ method for many years. While 
the case was before the Special Commissioners, the 
Inland Revenue succeeded in the Courts in another 
action. 

The effect on Glynwed Tubes is an additional 
liability to tax in respect of previous years amounting 
to approximately £183,000. The ‘base-stock’ method 
of stock valuation has again been used in the present 
accounts, In order to avoid confusion, however, the 
board has ‘somewhat reluctantly’ decided to prepare 
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future accounts using the stock valuation method 
laid down by the Courts. Shareholders are therefore 
warned that future accounts will be subject to the 
effect of fluctuations in the price of raw materials, 
which previously were ‘ironed out’ by the base stock 
method. 

Unrealized Paper Profits 


Mr Russell’s view is that profits derived from 
manufacture, especially in businesses dealing with 
large quantities of raw materials, should be ascer- 
tained separately from any fortuitous surpluses 
which accrue from increases in the value of those 
materials — or base stocks — which have to be retained 
in a business in order to preserve an even flow of 
production. It seems unjust and divorced from reali- 
ties, he says, to levy taxes on profits which cannot be 
converted into cash so long as production is being 
maintained. 

With the Inland Revenue thus levying tax on 
unrealized paper profits and, moreover, refusing to 
allow for replacement of assets at inflated price levels, 
he says attention to this problem becomes increasingly 
urgent. The alternative is wastage of capitaland the 
prevention of savings for capital investment which 
might well result in such a decay in the efficiency 
of buildings and plant as seriously to hamper export 
trade. 

Mr Russell’s statement was presumably written 
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before the Budget and its investment allowances, but 
these hardly touch the fundamental points which he 
raises with these accounts. anf 


` 


Connaught Rooms 


Mr P. G. A. Harvey, chairman of Connaught Rooms 
Ltd, draws attention to a variation in the board’s 
policy of placing a regular sum each year to general 
reserve. The company, he explains, has taken out 
since the date of the accounts an insurance policy 
carrying an annual premium of {10,000 to produce 
the sum of £640,000 in 1994. 

That is as far as his statement goes and there is 
nothing to explain directly why the insurance has 
been taken out and the previous procedure varied. 
It could be that the board is looking ahead to the 
time when the lease of the Connaught Rooms expirese 
in 1996. With nearly fifty years still to run, the lease 
appears in the balance sheet at a nominal fr. 


Money Market 


A new high record of £437,545,000 was reached for 
Treasury bill applications on April 30th. Anticipating 
an increase in outside competition, the market raised 
the bid to £99 9s od and secured an overall allotment 
of 384 per cent. The average rate fell by just under 
8d to £2 os 11.36d per cent. This week’s offer is 
£240 million or £20 million more than maturities. 





GLYNWED TUBES LIMITED AND ITS SUBSIDIARY COMPANIES 
Notes on Accounts, December 3ist, 1953 











i. Movements on Reserves £ £ 
{a) General Capital Reserve of the Group 
Bate at January Ist, 1953 .. Ss 69,493 
Add: 
Surplus on revaluation of Group Freehold Properties as at December 31st, [953 505,4224 
Transferred from Consolidated Profit and Loss Account? 
Surplus arising at December 31st, 1953, on valuation of Stocks at lower of cost or market value over 'base«steck’ method .. 296,650 
Pre-acquisition Profit of Subsidiary Companies acquired prior to 1953 now transferred to Capital Reserve ., ao dë 76,000 er 
947,565 
Oeduct: 
Excess of Cost of Shares in Sublsidary Companies over Book Value of net tangible assets acquired (Note 2 below). 903,16! 
Balance at December 2lst, {953 gn e? re £44,404 


Enie ALT 


(b) Revenue Reserves of the Group, including Unappropriated Profits of Subsidlary Companies 


d General Reserve of Parent Company 
Profit retained per Appropriation Account 


Consolidated Balance Sheet Ste ee 


2. Intangible Asset 


Excess of Cost of Shares In Subsidiary Companies over Book Value of net tangible assets acquired: 


Balance as at January ist, 1953 .. DÉI 


Excess of Cost of Shares over Book Value of net tangible assets of Subsidiary Companies acquired in 1953 .. 


Less Pre-acquisition Profits ake aie 


Transferred to General Capital Reserve (Note | above) 


3. Basis of Accounts 


December 3] st, 


[952 1953 
£ £ 
2,710 50,000 


. 631,259 517,58} 
. £633,969 £567,581 


[oeae am ee eam 





£ £ 
278,304 


; .. 1,026,273 
Sg Ké eg ,, 401,416 


624,857 
£903,161 


ES 


t 


The comparative figures for [952 in the Consolidated Accounts do not Include three Subsidiary Companies acquired during 1953. The Consolidated Profit 
and Loss Account for the year ended December 31st, 1953, includes the results of two of these Companies for the whole of the year and of the third Company 


which is small in size, for the six months ended December 31st, 1953. 


4, Capital Commitments 


The Subsidiary Companies have entered into commitments for Capital Expenditure estimated to amount to £88,750 (1952 — £23,708). 


5. Taxation 


The Company and Its Subsidlarles have been glven Profits Tax Non-Distribution Relief and accordingly a Profits Tax charge would normally be Incurred 
in the event of a distribution to shareholders out of reserves, Including the balances on Profit and Loss Accounts. 
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makes good 
petrol better’ 


— say these experienced motorists 
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Tve proved, by weekly mileage checks, 
that my fleet of 8 cars gets best 


m.p.g. on N ational,’ Mr. Gunton—Proprietor of 
Gunton’s Motor School, 19 Timberhill, Norwich. 


€ A * + 

Pve proved that National gives more ‘National’s my first choice for going 
power and more m.p.g.’ says Mr. J. J. Mangnall LEE Se 
—Chauffeur/Courier since 1945 with the well-known London P q CH, 


firm, Daimler Hire Ltd.* During the war, Mr. Mangnall Mr. Harold Smart, Kenton, M’sex, the B.B.C. Show Band 
served with the R.A.S.C., was previously employed as a Organist—uses his converted Austin A.70 for quick travel to 


chauffeur in private service. He has been driving for 20 years. rehearsals and engagements. Mr. Smart was an R.A.S.C. 
4 S 7 driver during the war, later served with the Ist Airborne Divi- 

* Daintler Hire Lid. use and recommend National Benzole Mixture sion. 
Jor their fleet of “drive yourself” bire cars. 
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dee BENZOLE | 


[ational Benzole Company Limited, Wellington House, Buckingham Gate, London, S.W.1. (The dis- és GETTER! 
ibuting organisation owned and entirely controlled by the producers of British Benzole) 
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By far the best | 


way to simplify the problem 
of providing for your personal 
pension is to consult the 


spectalists ... 


VII II OO UHT UU 


SCOTTISH AMICABLE LIFE ASSURANCE SOCIETY 


HEAD OFFICE: LONDON OFFICE: 
85 ST VINCENT PLACE C 17 TOKENHOUSE YARD 
GLASGOW, C1. LONDON, EC2. 


@ ‘On the spot’ service is provided by 38 Branch and Local Offices, whose 
locations may be obtained from either of the above addresses. 
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Calculations efficiently and speedily undertaken 


DEFINAC ACCOUNTING: . (STRICTEST CONFIDENCE OBSERVED) 
MULTIPLE POSTING METHODS FOR ALL DEPARTMENTS 


ooo 


DEFINAC VISIBLE: 
omptometer to ire-se .. any- 
THE POSTING EQUIPMENT FOR EVERY RECORD Comptometer Operator Hire-service y 


ooo where in the British Isles ... with or without 
machines 





Ki 


OUR IDEAS MAY HAVE BEEN ADOPTED BY 
OTHER MANUFACTURERS, BUT MAKE NO 
MISTAKE: MANUAL POSTING METHODS 


WERE PIONEERED BY DEFINAC. TWO Es 


EXPERIENCE STAND BEHIND EVERY 
DEFINAC INSTALLATION. 


Registered Office: : Branch Office: 
ooo 152 HIGH ROAD, 27 QUEEN’S GARDENS, | 
: CHADWELL HEATH, LEINSTER TERRACE, 
. SEE US AT THE B.LF. OLYMPIA STAND G.22 ESSEX LONDON, W2 
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CORRESPONDENCE 


Letters must be authenticated by the name and address of the writer, not necessarily for publication, 


The Editor does not necessarily agree with, or hold himself responsible for, the opinions expressed. 


‘Taxation and Business Expenses 


Sir, — Referring to Mr A. A. Davies’s letter in your 
issue, of April roth concerning a client’s four-week 
trip to South America, Tax Inspectors’ decisions 
undoubtedly affect the efforts made to establish 
export trade. 

Whilst acknowledging that such items as private 
communications, photographs, books, etc., may be 
properly disallowed or that reciprocal entertaining 
may exceed necessary limits (though {£40 in this case 
seems fair), personal luggage and clothing beyond 
being desirable are determined by the climate and 
weather to be encountered and by the circumstances 
under which representatives have to work and meet 
business people. Unless so equipped they might not 
be able to carry on efficiently. 

The Inspector also..aims at disallowing some 
expense during the time the client ‘was not engaged 
on business, such as week-ends’. Here, too, the 
claimant cannot help incurring week-end expenses, 
an inescapable feature of the undertaking, and he 
might have spent only what he was obliged so to do 
in the course of being there for business purposes. 

The quotation from the Inspector’s letter sounds 
somewhat overreaching and unless the authorities 
are prepared to concede expenses more liberally, the 
statutory words ‘wholly, necessarily and exclusively’ 
will surely cause, not only personal injustice, but 
national injury by reason of men’s unwillingness to 
embark on similar trips. 

"sen Yours faithfully, 


East Molesey, Surrey. WILLIAM NEWTON. 


Over-deduction of Tax from Ordinary Dividend 


SIR, —I would like to refer to my letter and later. 


correspondence which you were good enough to 
publish in your issues of November 21st and Dec- 
ember rath, 1953. 

Readers may be interested to learn that subsequent 
to the publication of the above-mentioned corres- 
pondence, I wrote to the secretary of the company 
concerned and directed his attention to the opinions 
expressed. I have recently received the following 
reply: 


‘The directors have given careful consideration ` 


to your letter of December 15th and also to the 
articles appearing in professional journals as a 
__result of your correspondence with them. Although 
they consider the question is open to some ‘doubt, 


they feel that the right course is to make a sup- . 


plementary payment. 
‘In the near future it is intended that a supple- 
-~ mentary payment will be made to adjust the rate 
of tax deducted from the final dividend paid in 
May 1953.’ 
The accounts of the company for the year ended 


December 31st, 1953, to be submitted to the ordigary 
general meeting on the 27th instant show: 


“Balance brought forward as at Dec- £ 
ember 31st, 1953 ; 318,421 
‘Less supplementary Ge on 1952 


Final. Dividend 5,075 





£313,340" 


I would like to express my deep appreciation for 
the publicity you afforded to this matter and the hope 
that the supplementary payment has been of no little 
benefit to members. 


Yours faithfully, 


Southend-on-Sea, Essex. F. I. LOCKE. 


The Company Director under Inspection 


Sm, — Whilst awaiting the next episode of Mr Wilfred 


Tullett’s entertaining ‘Interrogations’, I wonder if 
any space could possibly be found for the following 
conversation (strictly fictitious) composed in honour 
of the current Revenue drive to rope in the miscreants, 
and entitled 
LESSER INTERROGATIONS or WoORM’S-EYE VIEWPOINT 
(with apologies to Mr Wilfred Tullett, F.s.a.a.) 

Minion: Customer to see you, sir. Very shabby 
looking. 

H. M. I: Probably a rich company director, dis- 
guised as an accountant, Show him in. 

M.: Mr Sorry, sir. 

H.M.I.: Sit down, Mr Sorry. You are a company 


director, I believe? ` 


S.: Well, you see, sir, it’s really my business. I 
turned it into a company. 

H.M.I.: And now you are a company director. 

5.: Yes, sir, I believe so. 

H.M.I.: I have examined your accounts, Mr Sorry. 
Are you sure that there are no personal expenses 
charged against profits? 

S.: Yes, sir — no, sir. 

H A TI: Well, which is it, Mr Sorry? 

S.: Yes, sir, there aren’t. 

H.M.I.: Let us consider some of the items here. 


. Postage and stationery, for example. Do you, perhaps, 


deal with your private correspondence in the office? 

S.: No, sir, never. 

H.M.I.: I see you have a fountain-pen, Mr Sorry. 
Are you sure that you never fill it with office ink? 

: Well, perhaps . 

H.M.I.: Next we will take lighting and heating costs. 

5S.: But there are no private bills included there, sir. 

H.M.I.: Ah! But have you never heard of ‘home 
saving’, Mr Sorry? 

S.: Well, my Wife says you can’t do it, sir. 

' H.M.I.: That is not what I meant, Mr Sorry. I am 
suggesting that whilst you are enjoying the benefits of 
heat and light provided at the company’s expense, the 
costs normally incurred at your private residence are 
correspondingly diminished — clearly a taxable benefit. 
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Remember that you are a company director, Mr Sorry. 

S.: Oh, I see. 

H.M.I.: Practically every item incorporates an 
element of private expenditure — personal telephone 
calls, for instance. 

S.: But I pay for them, sir. 

DHA IT: But not, presumably, for a share of the 
rental charges? And how about your office tea? 

S.: Oh yes, sir, I pay for that too. 

H.M.I.: And do you pay a share of crockery replace- 
ments — and of the clerk’s salary for time occupied in 
making your tea? 

S.: Well, sir, I did bring in one of our tea-pots 

DHA IT: No, Mr Sorry, it is clear that there have 
been under-assessments in past years. 

S.: But surely, sir, all the previous accounts are 
agreed. 

H.M.I.: Where there has been non-disclosure, we 
can reopen earlier assessments. I see you have one 
child, Mr Sorry. 

S.: Yes, bell be four years old tomorrow. 

H.M.I.: No doubt you will encourage him to save 
for the future? 

S. (Proudly): On the day he was born I put Zem the 
Post Office for him. 

H.M.I.: Yet I see no untaxed interest shown in 
your returns. Clearly a case of non-disclosure. How- 
ever, we do not wish to be too harsh over these minor 
items. What is much more serious is this matter of 
motor expenses charged in the company’s accounts. 
You use the car for travel between residence and 
business, I believe? 

S.: Yes, sir, usually — except sometimes I walk — 
for the exercise, sir. 

H.M.I.: That would be about thirty miles a week. 
Do you realize, Mr Sorry, that, allowing for frequent 
stopping and starting, the cost would be at least 
ninepence a mile? 

S.: No, sir, I didn’t realize that. You see, I pay all 
the motor expenses myself and only charge the 
company for actual business journeys — at the rate of 

44damile. I think these accounts ought to be adjusted. 

"o M.I.: I cannot spare you any further time now, 
Mr Sorry. You will hear from me later. 

Minton: You rang, ar? 

A.M TI.: Yes, show Mr Sorry out, please. (Exit 
Mr Sorry, bowing.) And bring me a good excess profits 
levy case as quickly as possible. 

Yours faithfully, 
C. W. TAYLOR. 





Looe. 


Standard Costs: Small Engineering Firm 


SIR, — The letter under the above heading in your 
issue of May rst contains matter implying that, after 
many years of development, the applications and 
utilization of standard costs are not so widely known 
as they ought to be. 

‘I wish only to deal with two major points: 

(a) With a comprehensive system of standard costs 
there should be sufficient statistical data to 
enable product costs to be established for any 
given period. 

(6) The price variance referred to in the last para- 
graph of the letter would be dealt with at one 
stroke for any given consignment, leaving all 
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requisitioning to be carried out under quantity 
control at the relevant standard price. 
Yours faithfully, 

G. J. MACMILLAN, | 


Crawley, Sussex. 


Replacement Gost 


SIR, — I am glad to see that Mr Spruce and I are, 
after all, in agreement. He reis (page 376, April 
ard issue) to segregating economic profit from financial 
gain. I thoroughly support such a policy, which in 
no way conflicts with the fact that the ‘financial 
gains’ exist and are properly taxed under the Income 
Tax Acts. 

With more money in circulation, the same propor- 
tion of real investment requires the same proportion 
of money savings; that is, after inflation, a greater 
absolute amount. This should be found by voluntary 
saving or, if necessary, by an unconcealed subsidy as 
is now provided by ‘investment allowances’. Being in 
the national interest, this is correctly charged to the_ 
nation. It should not be charged to customers by 
the use of replacement cost depreciation as The 
Economist (Budget review) suggests. 

Yours faithfully, 

Liverpool. E. R. KERMODE. 
SIR, — Mr A. Pakenham-Walsh, in his letter in your 
issue of April roth, makes the following statement: 

‘In the short term again, the costs which a 
manufacturer must lay out do not include deprecia- 
tion, since the costs giving rise to depreciation were 
laid out long ago.’ 

Would Mr Pakenham-Walsh please explain what 
he means by ‘the costs giving rise to depreciation’? 

Secondly, would he explain when these ony 
‘laid out long ago’ were, or would be, recovere 


sales. Yours faithfully, 
INQUIRER. 


[Mr A, Pakenham-Walsh writes: Machinery purchased 
and erected in, say, 1946, represents costs ‘laid out 
long ago’. This machinery in use in 1954 gives rise to 
depreciation charges in accountancy calculations of 
1954 profits. 

The costs were laid out in 1946 in expectation that 
they would be recovered in sales over, say, the ten 
years 1947 to 1956. If the income from sales over these 
years fails to exceed current outlay on production by 
the amount of the depreciation, the expectation has 
failed on which the costs were laid out in 1946. In 
such a position the manufacturer discounts deprecia- 
tion (it is only a book cost about which he can do 
nothing) and continues production until the machinery 
wears out, as long as his current outlay is less than his 
current income. ] 


Unification of the Accountancy Profession 


Sir, — As a first step to unifying the profession why 

not adopt a common examination for accountancy 

bodies? This would at least establish a minimum 
academic standard. 

Yours faithfully, 

MSC 


- 
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TAXATION CASES 


: Full reports of the cases summarized in this column will be published, with Notes on the Judgments, 
i in the Annotated Tax Cases. 


Mitchell v. Rosay 
In the High Court of Justice (Chancery Division) 
i March roth, 1954 
(Before Mr Justice WYNN-ParryY) 


Income tax ~ Sums from exhibition of film ~ Agreement 
as to alteration of film — Grant of exclusive right to 
exploit film — Whether share of receipts assessable — 
Income Tax Act, 1918, Schedule D, Case III, Case VI. 


_ The respondent, an actress, played the leading part 
in a film made in Switzerland early in the last war. 
She left France in 1940 and came to England in 1943, 
and in 1945 she heard that a copy of the film had been 
brought to England, but .in an altered form. In 1945 
the respondent acquired the exclusive right to dis- 
tribute and otherwise exploit the film in the United 
Kingdom, Eire, the Channel Islands and the Isle of 
Man. The agreement provided that she should 
acquire a lavender print (a master print from which 
copies could be made) of the film, and she was given 
the right to make copies, and to alter the film in any 
way. She paid {£1,000 in cash on the signing of the 
agreement. It was also agreed that all sums derived 
from the exploitation of the film should be divided 
equally between the respondent and the other party 
to the 1945 agreement, and that certain expenses 
should ‘be borne by them equally. 

The respondent borrowed £1,000, and paid it to 
the other party to the agreement, and acquired a 
avender print of the film. She did not make copies 

zor alter, or exploit the film herself. On January 
ist, 1946, the respondent entered into an agreement 

"with a company, whereby she granted to the com- 
pany the exclusive right to exploit the film. She under- 
took to supply a new lavender print to the company 
and the company agreed to advance the cost of pre- 
paring copies. After payment of the costs of preparing 
the film for exhibition the first charge on the receipts 
was to be the payment of £1,000 to the respondent, 
and thereafter the receipts were to be divided be- 
tween the company and the respondent in a stated 
proportion. A revised copy of the film was duly 
prepared and was exhibited in various parts of the 
United Kingdom. The respondent received from 


the company sums totalling £3,848. Of this sum the. 


respondent. retained £1,000, and divided the re- 
mainder equally with the other party to the 1945 
_ agreement. E 
-Fhe respondent was assessed under Schedule D 
in respect of receipts from the exploitation of the 
film. The Crown conceded that the first £1,000 was 
not assessable, but they contended: that the other 
£1,424 represented annual profits and gains assess- 
able under either Case III or Case VI of Schedule D. 
It was contended for the respondent that the whole 
' of the sum in question represented the proceeds of 


the sale to the-company of all her rights in the film, 
and that no assessment to income tax was competent. 
The Special Commissioners decided that the case 
could not be distinguished sufficiently froxa the cases 
of Nethersole v. Withers and Earl Haig’s Trustees v. 
C.ILR. They said that they had been influenced to 
some extent by the fact that the Crown admitted 
that some of the receipts under the 1946 agreement 
were not assessable, and they decided that none of 
the receipts was assessable under Case II or Case VI. 

Held, reversing the decision of the Commissioners, 
that the sums received by the respondent, represent- 
ing a portion of the profits of the exploitation of the 
film, represented income of the respondent, and 
were assessable under Case III of Schedule D. ; 


Emro Investments Ltd v. Aller 
Lance Webb Estates Ltd v. Aller 
In the High Court of Justice (Chancery Division) 
March 11th, 1954 

(Before Mr Justice WYNN-ParRY) 
Income tax — Property transactions — Company treated 
as investment company for certain years — Whether a 
trade of property-dealing carried on — Income Tax Act, 
1918, Schedule D, Case I. 

The appellant companies were incorporated in 
1943 and 1944 respectively: with powers to acquire 
landed property and to sell or let the property and 
to develop land as building estates. Claims for relief 


-in respect of management expenses under’ Section 33 


of the Income Tax Act, 1918, were made by each 
company; in the case of the first company such a 
claim was admitted by the Inland Revenue for 1944- 
45, and in the case of the second company for 
1944-45 to 1948-49. Subsequently the Inland 
Revenue contended that each company was carrying 
on the trade of property-dealing. 

In each accounting period from the incorporation 
of each company respectively down to March 31st, 
1951, each company purchased varying numbers of 
properties and sold varying numbers. All surpluses 
were either credited to capital reserve account or, 
where only a part of a property was sold, were applied 
in reduction of the book value of the part retained. 


All losses were debited to the capital reserve account. 


No surplus on the sale of any property was carried 
to the profit and loss account or distributed by way 
of dividend, and all surpluses were used to buy 
further properties or were invested in mortgages and 
other securities. None of these mortgages and other 
securities had been realized, in the case of the first 
company; but there were such realizations by the 
second company, and the surpluses and losses were 
treated in the same way as surpluses and losses on 
sales of properties. The managing director of each 
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company was the same person, an estate agent, who 
also controlled two other companies which were 
admittedly engaged in property-dealing. He gave 
evidence to the effect that he had formed the re- 
spondent companies for the purpose of building up a 
portfolio of investments in each case, which could be 
held for their income as investments. Of the forty-six 
properties sold by the first company he gave explana- 
tions as to thirteen sales, and of the thirty-three 
properties sold by the second company explanations 
were given of twelve such sales. 


It was contended on behalf of each company that 
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it was an investment company, and that it had at no 
time carried on a trade or adventure in the nature of 
trade. It was contended on behalf of the respondent 
that the surpluses arising from the sales in question 
arose from the carrying on of a trade, and were assesé- 
able under Case I of Schedule D. The General 
Commissioners decided that the companies were 
carrying on the trade of buying and selling properties 
with a view to profit, and that accordingly the profits 
were assessable under Case I of Schedule D. 


Held, that the General Commissioners’ decision 
was correct in each case, 


THE INSTITUTE OF 
CHARTERED ACCOUNTANTS IN [IRELAND 
SIXTY-SIXTH ANNUAL MEETING 


The sixty-sixth annual meeting of the Institute of Char- 
tered Accountants in Ireland was held in the Dawson Hall, 
42 Dawson Street, Dublin, on Saturday, May rst, 1954. 
Mr Patrick Butler, F.c.a., President of the Institute, was in 
the chair, and the following members were present: 


Mr F. Cleland, Vice-President; Messrs H. E. A. Addy, A. e 
e W. H. Fitzsimons, H. Trevor Montgomery, R. 
Olden, P. J. Purtill, J. Walker and D. McC. Watson, Members a 
Council: and E. WC W. Bailey, K. Briscoe, G. E. Cameron, 
L. Chance, R. N. Crawford, N. Crowley, G. B. Duffin, 
R. Finlay-Mulligan, B. J. Heade, J. Johnston, P. Kelly, S. H? 
Laughlin, R. C. Lewis-Crosby, T. D. Lorimer, R. E. McClure, 
E. W. McDowell, J. G. McLaughlin, H Meharg, J. J. Murphy, 
M. W. Murphy, 7. C. Oakes, J. J. Patterson, C. S. R. Patton, 
D. Pearson, F. H. Pim, S. H. Polden, D. W. Pratt, J. P. G. Regan, 


H. W. Robinson, G. Scott, C, F. Smith, C. G. Walker, with Mr 
Wm. Edmiston Crawford, Secretary and Treasurer and Mr Hugh 
Stevenson, Joint Secretary, in attendance. 


Apologies for absence were received from: 


Messrs A. S. Boyd, CG Brock, T. Butler, M. M. Connor, H H. 
Forsyth, J. Graham, G. F. Klingner, A. N. Lovesy, R. A. 
O’ Leary, J. Pinkston, and R. Stanley Stokes, 


Doi of Mr E. T. McCarron 


Before proceeding to the business of the meeting, the 
President referred to the sad news he had just heard before 
leaving for the meeting of the death, early that morning, 
of Mr E. T. McCarron, F.C.A., in the prime of his life and 
Career. 


EXTRACTS FROM THE PRESIDENTIAL ADDRESS 


In the course of his presidential address, Mr Butler said: 


Membership 


The membership of the Institute continues to show a 
satisfactory growth. During the year it increased by 43 to 
878. Notwithstanding a strenuous training period and the 
rigorous eXamination tests applied to candidates for 
membership, it speaks well for the standing of the Institute 
that there were 339 clerks serving under articles at Decem- 
ber 31st, 1953. Nevertheless, the future of the Institute 
depends more on the quality of those coming into member- 
ship than on any spectacular growth in numbers, and I 
would therefore impress on our members the importance 
of care in the selection of candidates for articles. 


Examinations 


The very high percentage of failures in the examinations, 
particularly in the Final, has been for some time a matter 
of concern to the Council. ‘The experience in 1953, when 
only 35 per cent of the Final candidates were successful, 
differed little from that of the previous three years. It is 
significant that a substantially higher percentage of failures 
occurs amongst those who have failed on a previous occasion 
or occasions than amongst the candidates presenting them- 
selves for the first time. For example, in 19 52, 52 per cent 
of the candidates taking the Final examination for the first 
time were successful compared with only 27 per cent of 
those who had failed previously, and in 1953 the figures 
were 43 per cent compared with 30 per cent. 

For some time past notices have been issued to unsuccess~ 


ful candidates, showing the subjects in which they failed 
and the subjects in which they were weak or very weak. 
In the Council’s report for the year 1952, principals were 
urged to make a point of examining these notices. I wish to 
emphasize this request so that principals may be in a better 
position to assist and guide their articled clerks. The notice 
may indicate that the candidate has very little chance of 
passing his examination and that the wisest course for him 
to adopt might be to choose another career for which his 
talents and temperament are better suited. 

The examiners’ reports show that an appreciable number 
of candidates who have sat for the Intermediate examina- 
tion can have made no adequate preparation. Some of these 
were candidates who applied under Bye-law 75 for permis- 
sion to take the examination before the completion of half 
their term of service under articles. This was so forcibly 
brought to the notice of the Council during the past year 
that the Council passed a resolution to the effect that 
applications under Bye-law 75 will not be entertained in 
future unless they are formally approved by the pupil’s 
principal, whether by separate letter or by endomemient on 
the pupil’s application. 


Premises 


During the year the opportunity arose of negotiating for 
the acquisition of the interest of our immediate lessor in the 
Institute’s premises. The negotiations were conducted by 
our law agents and an agreement to purchase at a satis- 
factory figure was concluded shortly after the end of the 
year. It is expected that the assignment will be completed 
in a very short time. 
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New Examination Syllabus 


The committee which was appointed in February 1952 to 
nake recommendations for the revision of the syllabus for 
ug Intermediate and Final examinations submitted its 
inal recommendations during the year. Following on these 
recommendations, the syllabus has been revised and the 
new syllabus will come into operation for the first time in 
the examinations to be held in May 1955. A printed copy 
of the revised syllabus was sent to all practising members 
and articled clerks in November 1953. 

_ The Council has also, after careful consideration, revised 
he standards required from candidates seeking exemption 
rom the Preliminary examination. 


Bye-laws 

You will be pleased to learn that the committee which was 

ppointed to amend the bye-laws of the Institute submitted 
a draft to the Council early in the present year. This draft, 
with some slight modifications, has been accepted by the 
Council and is now in the hands of our law agents. The 
Council is very anxious that they should be submitted to 
‘he members for their approval and. adoption as soon as 
possible, but the time within which this can be done is now 
a matter largely out of its control. The law agent and 
counsel must be allowed a reasonable time in which to 
examine them and submit their observations. When this 
has been done and the final draft has been settled they must 
then be formally approved by the Council before being 
submitted for adoption at two successive general meetings 
of the Institute. 

Before leaving the subject of the bye-laws it is appro- 
priate that I should refer to certain points raised by members 
during the discussion which took place at the annual 
meeting last year. It was suggested during that discussion 
that the number of Council members should be increased; 
that a limited number of non-practising members should be 
eligible for membership of the Council; and that there 
should be further increases in the annual subscriptions and 
certificate fees, beyond the present 50 per cent voluntary 
increase. The President indicated last year that he believed 
these were all matters for which the drafting committee 
had already made, or interded to make, provision. I can 

ow confirm this and tell You that the committee’s pro- 
dosale in these respects have had the unanimous approval 
o Council. 


‘Taxation D 


ben, burden of high taxation on manufacturing industry 
continues to be the subject of comment by company 
chairmen, chambers of commerce and trade organizations 
of various kinds. In October 1953 the Minister for Finance 
in the Republic set up a committee: 

‘to examine the effect of taxation on industrial production, with 

particular regard to the extent to which the incidence of income 

taxation constitutes a deterrent to the maintenance, moderniza- 

‘ tion or extension of productive capacity; and, having due regard 

| to the interest of the general body of taxpayers, to make 

recommendation as to any amendments of the existing law or 
practice as may appear necessary and practicable’. 

Mr Purtill, who was President of the Institute in the 
„years 1949-50 and 1950-51, is a member of this committee. 
„A committee of the Council has been appointed to prepare 
.a memorandum of evidence for submissjon to the Minister's 
committee. 

Accountants practising in Ireland are familiar with the 
circumstances of Irish industry and appreciate the diffi- 
culties experienced by manufacturers in obtaining adequate 

fiance to cope with existing conditions of inflation and 
heavy taxation. Prior to the First World Warthe proportion 
of profits taken in taxation was about 7 per cent, while at 
present the proportion may be over 40 per cent, and 
substantially higher in Northern Ireland. 

' ĮI trust that the present inquiry will result in some 
measure of relief for new manufacturing industries in the 
Republic and- thus provide an incentive for their establish- 

nent and expansion, 
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Accounting in Relation to the Changes in the 
Purchasing Power of Money 


In recent years much has been written and spoken about 
changing price levels in relation to accounts. There is a 
great divergence of opinion on the subject and a universally 
acceptable practical solution of the problem does not appear 
to be yet in sight. Nevertheless, it is a problem which must 
occupy the attention of all accountancy bodies, and the. 
Council has been giving it consideration. There will, in a 
short time, be issued to our members a statement of the 
Council’s views on the subject which I trust will be of | 
assistance to members. 

I would like here to express the hope that some of our 
members who occupy prominent positions in industrial 
undertakings will study this problem and experiment with 
various methods of ascertaining the results and the capital 
requirements of the undertakings in which they are inter- 
ested, and perhaps make a contribution to the growing 
literature on the subject. 


Company Law Reform 


As you have been informed in the Council’s report, a 
memorandum of evidence was submitted to the Company 
Law Reform Committee appointed by the Attorney-General 
in the Republic of Ireland, and oral evidence was given 
before the Committee by representatives appointed by the 
Council, The Committee is nearing the end of its delibera- 
tions and it is hoped it will be able to submit its recom- 
mendations before the end of the present year. 


Safeguarding of Employment Act 
(Northern Ireland) 1947 


During the past year the Council regrets that difficulties 
arose with regard to the application of the provisions of 
the Safeguarding of Employment Act (Northern Ireland), 
1947, to a member of the Institute resident in the Republic. 
The Council feels that the application of the provisions of 
this Act to members of an all-Ireland body established 
under a Royal Charter could not have been anticipated 
when the Act was passed. i 
The report and accounts were unanimously adopted. 


ELECTIONS 


Co-options and Elections to Council 


The co-option to the Council during the year of Mr R. P. F. 
Olden, F.c.A., Cork, was confirmed unanimously on the proposal 
of Mr Wm. Craig Gardiner, seconded by Mr J, C. Oakes. 

. The four retiring members of the Council, Messrs H. E. A, 
Addy, W. H. Fitzsimons, H. Trevor Montgomery, and R. P. F. 
Olden were declared re-elected, no other nominations having 
been received. 


~ 


Election of President 


Mr Patrick Butler, ¢.c.4., Dublin, was unanimously re-elected 
President for the ensuing year on the proposal of Mr F. Cleland, 
seconded by Mr M. W. Murphy. ; 


Election of Vice-President 


Mr Frank Cleland, F.c.a., Belfast, was unanimously re-elected 
Vice-President on the proposal of Mr G. E. Cameron, seconded 
by Mr D. McC. Watson. 


Election of Officers 


Mr Wm. Edmiston Crawford, Secretary and Treasurer, and Mr 
Hugh Stevenson, Joint Secretary, Belfast, and Messrs J. Graham. 
and H. H. Forsyth, Joint Auditors, were re-elected unanimously. 


Vote of Thanks to President 


The meeting concluded with a cordial vote of thanks to the 
President for his valuable services during the year, proposed by 
Mr P. J. Purtill and carried with acclamation. 
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THE CHARTERED ACCOUNTANT STUDENTS’ 


SOCIETY OF LONDON 


-r 


SEVENTY-FIRST ANNUAL GENERAL MEETING 


The seventy-first annual general meeting of the 
Chartered Accountant Students’ Society of London 
was held on April goth at the Hall of the Chartered 
Insurance Institute. Sir Harold Gillett, M.C., F.C.A., 
the President of the Society, was in the chair. 


Further Increase in Membership 


A further increase in membership is recorded in the 
annual report of the committee for ihe year ended 
December 31st, 1953, when the total stood at 4,465 — 
an increase of 296. 

The Society’s new premises at 111 Moorgate have 
been open throughout the year, though the use of the 
Students’ Room for purposes other than study has 
not yet become general. 

The proposal for an accountancy school, raised by 
the London delegates at the conference of the Union 
of Chartered Accountant Students’ Societies held in 
1952, was submitted by its Liaison Committee to the 
Council of the Institute. After giving the suggestion 
very full and careful consideration, the Council has 
now come to the conclusion that such a development 
would be both undesirable and impracticable and 
would not be in the best interest of the profession or 
of articled clerks. l 


Meetings, Lectures and- Visits 


Six general meetings were held during the year. 
Among these were the annual general meeting on 
April 30td, 1953, which was attended by rather less 
than 100 members, and the Prestdent’s meeting on 
October 7th, 1953, when about 800 members heard a 
stimulating address on ‘European security’ by Marshal 
of the R.A.F. Sir John Slessor, G.c.B., D.S.O., M.C. 
The Lord Mayor, Sir Rupert de la Bére, K.C.V.O., 
M.P., was also present and addressed the meeting. 

Seven courses of lectures were held during 1953 and 
two courses of demonstrations of mechanized account- 
ing combined with lectures or films. In general, 
attendance was better in the autumn than in the spring 
session. ; 

A mock company meeting organized at the end of 
the autumn session broke new ground by adopting as 
its main business a ‘take-over bid’. The meeting was 
attended by about soo students. 

Parties of students averaging fifteen each have been 
organized for whole-day visits to banks on ten occa- 
sions. Conducted visits to the Stock Exchange have 
been made on nine Saturdays. Two parties of about 
sixty students have visited the Ford Motor Works 
and on three occasions parties of about thirty-six 
students have toured the Royal Mint. 


Social Activities 


The annual dinner was attended by 875 members and 
guests. The speakers included Lord Waverley, P.C., 
G.C.B., G.C.S.1., G.C.ILE., LL.D., F.R.S., Lord Luke, T.D., 
D.L., J.P.; Sir Hartley Shawcross, P.C., Q.C., M.P.; 
and the President of the Institute, Mr James Blakey, 


F.c.A. The occasion was very successful and enjoy- 
able. 

Two dances were held during the year, and matches, 
usually with other student bodies, have been played 
in rugby and association football, cricket, badminton 
and squash racquets. 


Adoption of Report and Accounts 


The accounts show a surplus for the year of £1,110. 
In the previous year there was a deficit of £202. The 
increase in income during the year was due mainly_te 
the increase in the subscriptions of ordinary members 
from £r re 6d to {2 2s od per annum and in the 
entrance fee from ros to {1 1s od. 

The committee’s report and the accounts for 1953 Se 
were adopted after a review of matters of special interest 
and importance by Mr G. F. Bacon, B.sc.{econ), the 
chairman of the committee. In the course of his 
remarks, Mr-Bacon referred to the very great improve- 
ment in attendance at general lecture meetings and 
the increasing use of the library and study room. He 
drew attention to the lack of support of the weekly 
lunch-time meetings for the discussion of study 
queries and stressed the important training provided 
by debates. He mentioned the decision of the Council 
of the Institute on the proposal for an accountancy 
school and reported that amongst new activities under 
discussion by the committee was a week-end residential 
course. Mr Bacon concluded with thanks to the 
President and Vice-Presidents and a reference to 
the opportunities and responsibility of students for the 
future of the profession. > 

The meeting accepted resolutions amending the 
rules as to resignation and the alteration of rules in} 
order to conforrn to the requirements of the Council 
of the Institute. 


Election of Officers 


Sir Harold Gillett, M.C., F.C.A., was re-elected President 
of the Society with acclamation. 

Sir Harold Howitt, G.B.E., D.S.0., M.C., F.C.A., and 
Mr George Freeman, F.C.A., Vice-Presidents, were 
re-elected with the thanks of the Society for their lively 
interest, and for the help which they had given to 
students i in the past. 

Mr Douglas Clarke, LL.B., F.C.A., who retired from 
the honorary treasurership of the Society in 1953 on 
his election to the Council of the Institute, was elected 
an additional Vice-President of the Society, and 
Mr R. P. Matthews, B.COM., F.C.A., was re-elected 
honorary treasurer for 1954—55. i 

The honorary auditors, Mr W. E. Parker, Ga 
F.c.A., and Mr H Garton Ash, 0.B.E., M.C., F.C.a4, 
were thanked for their support in past years and were 
re-elected for the current year. 

All the retiring members of the committee were 
re-elected and Mr G. Neely was elected to fill a vacancy. 

The meeting closed with a very hearty vote of thanks 
to the President, Sir Harold Gillett. 
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NOTES AND NOTICES 


EE of Chartered Accountants in 
England and Wales 


THE PRESIDENT’S DINNER 


The President of the Institute, Mr James Blakey, 
F.C.A., gave a dinner at the Hall of the Institute of 
Chartered Accountants in England and Wales, 
Moorgate Place, London last Tuesday evening. 


The following guests were present: 

Mr J. R. W. Alexander, c.B.8., Dr A. M. Allen, Mr W. M. 
Allen, Mrs W. Amor, Messrs H. Garton Ash, opp, M.C., 
R. W. Bankes, c.p.£., Walter Barrie, C. Percy Barrowcliff, 
W. L. Barrows, Sir Harold Barton, Messrs T. A. Hamilton 
Baynes, H. Beer, c.8., Stanley J. D. Berger, M.C., Sir 
Bernhard Binder, Messrs T. Fleming Birch, C. W. Boyce, 
€.B.E., Sir John Braithwaite, Mr P. Butler. 

Messrs W. G. Campbell, P. F. Carpenter, W, S. Carring- 
ton, L. F. Cheyney, D. A. Clarke, J. Clayton, A. F. B. 
Cooke, S. W. Cornwell, E. C. Corton, I. A. F. Craig, ong, 
W. C. Crocker, M.C., C. Croxton-Smith, Cecil L. Davies, 
W. G. Densem, A, S. H. Dicker, M.B.E., R. B. Dixon, 
Revd. A. J. Drewett, Messrs Derek du Pré, W. W. Fea, 
Myles V. H. Francis, George R. Freeman. 

Messrs W. F. Gardner, c.8.8., F. M. Gilliat, Garfield G. 
Goult, P. F. Granger, G. S. Hamilton, N. B. Hart, 0.B.E., 
T.D., D.L., M. G. J. Harvey, J. S. F. Hill, Sir Wyndham 
Hirst, K.B.E., Mr D. V. House, Rt. Hon. Viscount Hyndley, 
G.B.E., Messrs R. A. Irish, F. M. Kellett, Sir Russell Kettle, 
Rt. Hon. Lord Latham, Messrs W. H. Lawson, C.B.E., 
R. B. Leech, M.B.E., T.D., M. A. Liddell, Thomas Lister, 
C. H. S. Loveday, T. G. Lund, eng, E H. V. McDougall, 
W. R. MacGregor, Alan S. MacIver, m.c., J. S. Mackenzie, 
R. McNeil, Dr A. H. Marshall, Messrs Kenneth A. E. 
Moore, G. P. Morgan-Jones, C. D. Morley, E. Alston Mott. 

Sir Frank Newson-Smith, Bart., Messrs W. Charles Norton 
M.B.E., M.C., L. J. H. Noyes, F. C. Osbourn, M.B.E., S. J. 
Pears, C. U. Peat, M.C., A. W. Peterson, Sir Harry 
Pilkington, Messrs George Pykett, M.c., P. M. Rees, M.C., 
D. J. Robarts, P. V. Roberts, L. W. Robson, T. B. Robson, 

.B.E., C. Rutter, F. W. H. Saunders, G. F. Saunders, 

K. Saunderson, W. E. Savage, B. A. Schanschieff, 
W. P. Scowcroft, ‘Gilbert D. Shepherd, M.B.B., K. G. 

Shuttleworth, Basil Smallpeice, M. A. Smith, i ohn L. 
Somerville, E. E. Spicer, C. M. Strachan, o. B. E., C. A. 
Surtees, H, Sutherst. 

Messrs E. Duncan Taylor, H. W. Thomson, G. L. C. 
Touche, J. Millard Tucker, Q.C., E. Gordon Turner, M.C., 
Miss D. M. Vaughan, Messrs W. G. Vincent, A. D. 
Walker, Sir Nichols Waterhouse, K.B.E., Messrs L. V. 
West, M. Wheatley Jones, E. F. G. Whinney, F. M. 

Wilkinson, Maj.-Gen. The Hon. M. A. Wingfield, 
; C.M.G., D.S.0., Messrs R. P. Winter, James Wood. 


, There were no formal speeches. The President 
proposed the loyal toast and Viscount Hyndley 
proposed the toast of “The President’. The company 
was entertained by Peter Newcombe, deputy Secre- 
tary of The Magic Circle in ‘Capricious Chicanery’. 


Personal 


Messrs WHINNEY Murray & Co, Chartered 
“Accountants, Baghdad, announce that as from April 
Ist, 1954, they have taken into partnership Messrs 
Gë G. BELL, A.C.A., R. GRANT, A.C.A., and R. JACKSON, 
C.A., who have been associated with-the firm for some 
years. The name of the firm will remain unchanged. 

Messrs Davey, BRIDGWATER & Co, Certified 
Accountants, of 91-93 Bishopsgate, London, EC2, 


announce that as from May ist, 1954, they have 
admitted into partnership Mr RONALD ALFRED 
SANDALL, A.A.C.C.A., who has been associated with 
the firm for a number of years. 

Messrs STAFFORD RuUDKIN & Co, Chartered 
Accountants, of 6, 7 & 8 Clement’s Lane, Lombard 
Street, London, BC announce that they have 
taken Mr M. Carr ARCHER, F.C.A., A.T.I.1., into 
partnership. The practice previously "carried on by 
Mr. M. Carr ARCHER is being amalgamated and 
continued under the name of STAFFORD RUDKIN 
& Co. 

Messrs GerorceE. Hay & Co, of Haddenham, 

Biggleswade, Chesham, Luton and London, an- 
nounce with regret the death of their senior partner, 
Mr Gerorce Hay, B.coM.sc., F.C.A., on April 23rd, 
1954. The practice will be carried on by the remain- 
ing partner, Mr FREDERICK C. HORNE, A.C.A. 
_ Messrs W. RonaLp Coopp & Son, Chartered 
Accountants, formerly of Albion Chambers, King 
Street, Nottingham, announce that they have removed 
their offices to o Clarendon Street, Nottingham. 
Telephone No. 53591-2. 

Messrs Evans, PEIRSON & Co, of Portland House, 
73 Basinghall Street, London, EC2, announce that 
as from April 6th, 1954, they have admitted into 
partnership Mr N. C. SMITH, M.A., F.c.a., who had 
been in practice under the style of LOFTING, SMITH 
& Co, at Condor House, St Paul’s Churchyard, 
London, EC4. The practices are being amalgamated 
and the latter office will be a branch of Messrs Evans, 
Perrson & Co, with Mr N. C. SMITH as resident 
partner. 

Messrs Ernest J. NicHoiis & Co, Chartered Ac- 
countants, of St Stephen’s Chambers, Telegraph 
Street, Moorgate, EC2, and Croydon and Purley, 
Surrey, announce that they have acquired the practice 
of Messrs Jones, Son & ANDREWS, Chartered Ac- 
countants, and both practices will be carried on at 
St Stephen’s Chambers. From April 6th, 1954, 
Mr Ernest J. NICHOLLS, F.c.a., who had previously 
conducted the practice of Jones, Son & ANDREWS, 
has admitted into partnership in this firm Mr 
KENNETH I. Murray, a.c.A. The address of both 
firms is St Stephen’s Chambers, Telegraph Street, 
Moorgate, EC2. Telephone: MONarch 9262-3. 


King George VI Foundation 


SIR HAROLD HowiTr APPOINTED Hon. ‘TREASURER 
The King George VI Foundation announces that 
Sir Harold Howitt has accepted the honorary 
treasurership of both the Fund and the Foundation. 


Professional Note 


Mr K. R. Taylor, a.c.a., who has been secretary 
of Santon Ltd, of Newport, Monmouthshire, since 
1946, has been. appointed a director of the company. 
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Obituary 
Basi. Luis DENTON, F.C.A. 
We announce with deep regret the death, on April 
29th, of Mr Basil Luis Denton, F.c.a., of West Hartle- 
pool, who was in his seventy-ninth year and had 
spent the whole of his career in the profession. 

Mr Denton served his articles with Monkhouse, 
Goddard & Co. He was admitted an associate of the 
Institute in 1904 and joined the firm of W. T. Walton 
& Son; he was elected a fellow of the Institute in 1936, 
and at the time of his death he was senior partner in 
the firms of W. T. Walton & Son and Basil L. Denton 
& Co of West Hartlepool, W. T. Walton, Son & 
Rowland of Stockton-on-Tees, and in the associated 
firms at London and Liverpool. Arrangements were 
actually in hand for commemorating his fiftieth year 
as a partner, 


Mr Denton was a man of exceptional charm and 
popularity; during his business life he was promi- 
nently identified with many activities in West 
Hartlepool and district, and in particular with the 
many shipping interests which were domiciled there 
in past years. 

During the First World War he held the rank of 
captain in the Royal Garrison Artillery stationed at 
Hartlepool. For a number of years he was a Justice 
of the Peace for the County Borough of West 
Hartlepool. 


EAMON THOMAS McCarron, B.COMM., F.C.A. 

It was with very great regret that we learned of the 
death of Mr Eamon Thomas McCarron, B.comM., 
F.C.A., senior partner in the firm of Reynolds, 
McCarron & Co, Chartered Accountants, of Dublin, 
and chairman of Aer Lingus and of Irish Shipping 
Ltd. The announcement of Mr McCarron’s death, as 
noted on another page, was made by the President of 
the Institute of Chartered Accountants in Ireland at 
that Institute’s annual general meeting last Saturday, 
having occurred on the same day. 

Mr McCarron who bad, owing to ill-health, 
resigned from the Council of the Irish Institute in 
August 1953, was admitted to membership in 1929; 
he was elected a fellow in 1935. He had acted as one 
of the examiners of the Institute from 1944 to 1949 
and was co-opted to the Council in December 1949. 

Mr McCarron had been a keen golfer and rugby 
football enthusiast. In 1948 he was president of the 
Leinster Branch of the Irish Rugby Football Union, 
and captain of Killiney Golf Club. 


THomMsas EDMUND RAINEY MCDONALD, A.C.A. 
It is with deep regret that we announce the death, 
on April 15th, of Mr Thomas Edmund Rainey 
McDonald, A.C.A., of Belfast. 
~ Admitted an associate not in practice of the Irish 
Institute in 1934, Mr McDonald was a director and 
general mar.jger of Murphy & Stevenson Ltd, 
Belfast. 

Mr McDonald always took a keen interest in the 
activities of the Belfast Society of Chartered Account- 


THE ACCOUNTANT 


May 8th, 1954 


ants; he was a member of the original committee 
of the Society’s Industrial and Administrative Group, 
and was hon. secretary of the Group from 1946 to 
1949, and chairman in 1952. He Ee 
Group on the committee of the Belfast Society fro 


1952 to 1954. 


ALFRED WILLIAM HORTON, F.S.A.A. 


We announce with regret the death at the age of 
eighty-two of Mr A. W. Horton, F.s.A.A., senior part- 
ner in the firm of J. T. Saunders & Co, of Cardiff. 

Admitted a member of the Society of Incorporated 
Accountants and Auditors in 1910, Mr Horton took 
a keen interest in the activities of the South Wales 
and Monmouthshire District Society and for many 
years prior to 1921, during which year he was 
President, acted as the honorary secretary. His out- 
standing quality was his readiness at all times to give. 
advice and guidance to the younger members of the 
Society. 

Mr Horton was an enthusiastic follower of rugby, 
football and for several years played for Cardiff 
Rugby Football Club. 


Excess Profits Levy 
SECTION 56, FINANCE ACT, 1952 
The Treasury has certified under Section 56, Finance | 
Act, 1952, as extended by Section 27 (3), Finance 
Act, 1953, that an increase in output over output at. 
the normal rate of igneous rock and sandstone is 
essential in the national interest. 

This certificate follows previous Treasury cer- 
tificates under Section 56 as extended by Section 27 
(3), Finance Act, 1953, covering certain metals, crude 
petroleum, asbestos and other minerals. The metals 
covered were: chrome, cobalt, columbium, copper, | 
gold, iron, lead, manganese, molybdenum, tantatum 
tin, tungsten, vanadium, zinc. The other minerals. 
were: anhydrite, ball clay, brick earth, chalk, chinal 
clay, china stone, clay, coal, fuller’s earth, gypsum, 
limestone, marl, pitchblende, pyrites, sand and gravel, 
shale, silica and moulding sands.+ 

If a body corporate in the excess profits levy period 
makes profits from an output exceeding its normal 
rate of output in its trade or business of mining any 
of these metals, getting crude petroleum from oil 
wells, or winning from a natural deposit of a wasting 
nature any of the minerals which are covered by the 
Treasury certificates, it may, by giving written notice 
to its Inspector of Taxes before the end of 1954, 
claim a measure of relief from excess profits levy on 
the basis laid down by Section 56, Finance Act, 1952, 
in respect of the normal rate of profit on the additional 
output. 

The Treasury have made Regulations (Statu 
Instrument 1953 No. 1346) which lay down rules for 
determining in the case of claims under Section 56, 
Finance Act, 1952, as extended: (i) what is the addi- 
tional output in any period; and (ii) what is the profit 
at the normal rate on any output. 


1 This includes silica rock. 
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Housing Statistics, 1952-53 


The fourth Return of Housing Statistics' to be pre- . 


pared by the Research Committee of the Institute of 

unicipal Treasurers and Accountants gives a wealth 
of interesting information about housing in the 
county boroughs; the London County Council; 204 
non-county boroughs; 188 urban districts and 58 
rural districts — over 500 authorities in all. 

The return states that the lowest total building 
cost of a two-bedroom house in 1952 was £1,132, 
and the highest £2,261. The comparative figures for 
three-bedroom houses were £1,300 and £2,787. 

Details of weekly net rents charged at March 31st, 
1953, on houses completed after March 31st, 1945, 
show that rents for two- and three-bedroom houses 
ranged between 3s 7d and 34s r1d and 6s and 52s 
rdspectively. It is interesting to note that the highest 
average rents for houses completed before March 
31st, 1945, were 17s and 22s od respectively at 
March 31st, 1953. 

The best building figure for 1952-53 — outside 
the London County Council with its total of 8,350 
dwellings — was that for Birmingham, where 4,494 
‘dwellings were completed. This total is considerably 
higher than those for either Manchester, Liverpool, 
Leeds or Shefheld, but, of course, it is well to 
remember that Birmingham’s population is now much 
greater than each of the other four cities. 


Education Statistics, 1952-53 


The second tabulation of Education Statistics? to be 
published by the Institute of Municipal Treasurers 
and Accountants, in conjunction with the Society of 
County Treasurers, relates to the education services 
rovided by all local authorities in England and 
les, and includes general education statistics, 
financial statistics, an analysis of costs per pupil, and 
“an analysis of the costs of school dinners. 

The general education statistics show the average 
number of pupils on the school registers, the number 
of maintained schools, and the number of pupils per 
teacher, all classified under nursery, primary and 

„secondary education. There is a further column 
| showing the number of pupils per 1,000 population. 

The second section of the return shows the total 

expenditure met from rates and grants, the amount 
ol the Ministry of Education grant, and the net 
expenditure met from rates, and in the third section 

the total expenditure on primary and secondary 





1 QObtainable from the Institute of Municipal Treasurers. 


and Accountants, price 7s 6d post free. 
2 Obtainable from the Institute of Municipal Treasurers 
and Accountants; price 3s post free. 
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schools is analysed separately and expressed in terms 
of costs per pupil. 

Totals and averages for 1952—53, and the preceding 
year, for each group of authorities are shown, 
together with totals and averages for all authorities. 
The table below gives some figures extracted from 
the return: 


Totals and averages for all authorities _ 
LG Et: EI 1952-53 
Number of pupils on school 
registers ae o 
Total expenditure met from 
rates and grants . . £204,998,006 £321,079,745 
Expenditure.met from rates: 
ount Dë SA 
Rate equivalent gë Se 
Cost per pupil (excluding loan 
charges, medical services and 
administration): 


6,016,644 6,244,740 


.. £116,523,329 £125,156,138 
78 2d or 6d 


Primary schools .. £24°33 £25°09 
Secondary schools 9 £43°28 £,46:28 
Number of dinners supplied to 
schools z - -. 596,282,755 596,248,249 
Average cost per dinner: 
Food in Ve Gozd oRad 
Overheads 8-134 8-62d 


Birmingham and District Society of 
Chartered Accountants . 


STOKE-ON-TRENT AREA GROUP 


At the inaugural meeting of the recently formed . 
Stoke-on-Trent Area Group of the Birmingham and 
District Society of Chartered Accountants, held at 
The North Stafford Hotel, Stoke-on-Trent, the 
following officers and members of the committee 
were elected: f - 

Chairman: Mr F. W. Carder, F.C.A. 

Vice-Chairman: Mr F. G. Nicholas, F.C.A. 

Hon. Secretary and Treasurer: Mr N. E. Dunning, A.C.A., 
17 Albion Street, Hanley., 

Committee: Messrs C. W. Blagg, a.c.a., R. W. Cooke, 
A.C.A., R. A. Harding, F.c.a., C. Malkin, F.C.A„ M. H. 
Marsh, F.c.a., and A. B. Snow, F.C.A. 


Manchester Society of Chartered Accountants 


The report of the committee for 1953, which was 
adopted at the annual general meeting of.the Man- 
chester Society of Chartered Accountants on Friday . 
of last week, shows the Society’s total membership 


‘at the year’s end as exactly goo; this figure includes 


the 229 members of the North Lancashire Branch 
and the Bolton Branch membership of 54. 

The report’ refers to the seven meetings held 
during the year, including a ‘mock income tax 
appeal’ and a ‘brains trust’, both of which were held 
jointly with the Association of H.M. Inspectors of 
Taxes. 


` JOHN FOORD & COMPANY 


56 VICTORIA STREET, LONDON, SWI 


Telephone: Victoria 2002 (3 lines) 


3 VALUERS AND ASSESSORS 


ot OF WORKS, FACTORIES, PLANT & MACHINERY, Etc. 
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A number of valuable additions has been made to 
the library during the year, and reference is made to 
the establishment, with the co-operation of the 
borough librarian, of a branch library at Bolton. 
Town libraries are also maintained at Blackpool, 
Burnley, Chorley, Fleetwood and Preston, at each 
of which places there are sub-branches of the Society. 

The report states that the {250 bequest of the 
late Mr Tom Walton has been invested and a “Tom 
Walton Prize Fund’ established from which prizes 
are to be awarded to the candidates, from the 
Society’s area, in the Institute’s examinations, who 
shall be placed highest in the award of honours at 
each Final and Intermediate examination. 

The officers of the Society for the ensuing year are: 


President: Mr G. Waterworth, F.C.A. 

Vice-President: Mr E. G. Turner, M.C., F.C.A. 

Hon, Treasurer: Mr A. H. Walton, A.C.A. 

Hon. Librarian: Mr R. H E Wilkinson, M.A., J.P., F.G.A. 

Hon. Secretary: Mr T. Hedley Bell, B.A., F.C.A. 

Hon. Auditor: Mr C. H. Massiah, F.C.A. 

Mr Waterworth is a past chairman of the North 
Lancashire Branch and is the first member of that 
branch to be elected President of the Society. 


Women Chartered Accountants’ Dining 

l Society 
The annual general meeting of the Women Char- 
tered Accountants’ Dining Society and the members’ 
dinner will be held on Saturday, May 2and, at Crosby 
Hall, Chelsea, London, SW3; inquiries should be 
addressed to the Honorary Secretary, Miss M. Fox, 
A.C.A., Messrs Howard, Howes & Co, Norfolk House, 
Norfolk Street, Strand, London, WC, 

The dinner will be preceded by a cocktail party to 
_ which women articled clerks are cordially invited. 
’ Those wishing to attend should write to Miss J. 
Laidlaw, 121 Lauderdale Mansions, Maida Vale, 
London, Wo. 


Annotated Tax Cases 


Part 1 of Volume XXXIII of the Annotated Tax 
Cases, edited by Roy Borneman, Q.c., is published 
today and contains reports, with notes on the judg- 
ments, of the following cases: Wolsey’s Executors 
(Westminster Bank Lid) v. CLR. (H.L); CLR. v. 
Wilsons (Dunblane) Ltd (OH Ly Hetherington’s Trustees 
(Sneddon) v. Lord Advocate (H.L.); Perpetual 
Executors and Trustees Association of Australia Ltd v. 
Australia Commissioner of Taxes (P.C.); Australia 
Commissioner of Taxation v. Squatting Investment Co 
Lid (P.C.); Earl of Iveagh’s Trustees v. CIR. (Ch.D.). 

The index of names and subjects of cases to 
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Volume XXXII is also being published and when 
received this volume may be sent for binding. 

The annual subscription to the Annotated Tax) 
Cases is 30s post free, the publishers being Gee & Ço 
(Publishers) Ltd, 27-28 Basinghall Street, London, 
EC2. 


SEVENTY-FIVE YEARS AGO 
From (he Accountant or May 10TH, 1879 
THe SOCIETY oF ACCOUNTANTS IN ENGLAND 


The Eighth Annual Meeting of the Society of 
Accountants in England was held on Wednesday, 
and the bill of the Institute of Accountants naturally 
formed the most important topic of discussion. The 
steps taken by the Society in regard to the proposed 
measure have previously been referred to in these 
columns. The position, as may be gathered from thè 
references to this subject in the report of the Council, 
and from the remarks of the leading speakers at the 
meeting, was briefly, that that Society, whilst fully 
recognizing the great desirability of incorporation, 
nevertheless held strongly to the opinion that any 
measure introduced to Parliament should be thor- 
oughly representative of the profession generally, 
and should in fact embrace all respectable account- 
ants at present in practice; which conditions they 
considered to be wanting in the measure brought 
forward by the Institute. Negotiations took place 
between the two bodies, but with no better result 
than a resolution passed at a special meeting a few 
weeks ago to oppose the Bill in Parliament. As we 
expressed ourselves at the time, it was undoubtedly 
much to be deplored that the matter having been to 
some extent put in train, the opportunity should be 
frittered away because of differences which might.ba 
removed by mutual concessions. And although 
matters were ostensibly in no more satisfactory 
condition at the meeting on Wednesday, still this 
seemed to be the view of the President and other 
speakers, who regretted that on a subject of such 
immense importance to accountants generally, such 
unfortunate differences should exist between the two 
leading associations of accountants, We have said 
that this was ostensibly the state of affairs, but inas- 
much as the Bill may receive parliamentary con- 
sideration within a few days, the condition was 
evidently one of transition. And this was shown by 
the fact that a statement made after the meeting had 
commenced by the solicitor having the conduct of 
the Bill had the effect of changing to some extent the 
position taken up by the report, and of causing 
another resolution to be passed on the subject. ... 
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VOL, CXXX. NO. 4143 


THE INSTITUTE’S YEAR 


WO weeks ago we reproduced the report of the Council 
of The Institute of Chartered Accountants in England and 
Wales for 1953. Elsewhere in this issue we report the 
proceedings of the seventy-third annual meeting of the Institute 
held on Wednesday of last week. It is evident from these annals 
that the year 1953 was no less illustrious than any of its many 
predecessors, The service which the Council continues to trans- 
mit to the community, either directly or through its members, 


is of a quality of which any learned society might well be proud. 


The income and expenditure account for the year shows a 
satisfactory surplus of £19,230. The corresponding figure for 
1952 was £7,535 after charging {£6,917 as the Institute’s share’ 
of the cost of the Sixth International Congress on Accounting. 
The accumulated fund now stands at £186,358. The total member- 
ship at the end of the year was 17,561, an advance of 705 on the 
total at the end of 1952. The number of articles of clerkship 
registered was 1,361 (as compared with 1,388 in 1952) making a 
total for the past five years of 6,884. It is evident from these few 
statistics that the material strength of the Institute, in keeping 
with its influence and authority, is being well maintained. 

The Council’s publications during the year have attracted much 
attention both in the City and in professional circles. Foremost, 
perhaps, among these was the appearance in November of 
number XVI in the series of recommendations on: accounting 
principles, entitled Accountants’ reports for prospectuses: adjust- 
ments and other matters. Two important pamphlets were issued in 
August and November. These were respectively Notes on the 
relation of the internal audit to the statutory audit and Notes on 
the treatment of profits tax in accounts. The Council also submitted 
a memorandum to the CHANCELLOR OF THE EXCHEQUER on the 
Finance Bill, in May 1953, and another in November to the Board 
of Inland Revenue on the CHANCELLOR’sS review of anomalies 
arising out of the existing estate duty law. Much of the work of 
drafting these documents devolved on the Taxation and Research 
Committee, a change in the constitution of which is announced. 
As from October rst, next, the Council will appoint ten of the 
committee’s members instead of, as at present, six, and the further 
members to be co-opted by the committee will be correspondingly 
reduced from twelve to eight. 

A welcome addition to the list of committees is the Overseas 
Relations Committee. Its function (which was previously under- 
taken by the General Purposes and the Parliamentary and Law 
Committees) will be twofold—to maintain and extend good 


“relationships with accounting bodies and associations in other 


countries and to keep a watching brief on overseas legislation of 
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import to the profession, particularly with regard 
to the protection of practice rights. The future of 
the profession, as those who were present at the 
Sixth International Congress on Accounting 
realized, is of world-wide concern and the new 
committee should be invaluable in promoting 
good fellowship and in furthering the Council’s 
belief in 

‘reciprocity, in all parts of the world, of the right 

to practise under the professional designation 


which the individual accountant has obtained by 
suitable training, experience and examination’. 


In his Presidential address at the annual 
meeting, Mr James BLAKEY, F.C.a., with the 
insight which has characterized all his speeches 
during his term of office, makes some penetrating 
comments on the nature and uses of company 
accounts. His remarks amount to a reaffirmation 
of the principles enunciated in Recommendation 


XV and a refutation of the criticisms of those ' 


economists and rhnore academic accountants con- 
demning as obsolete the ‘historical cost’ basis of 
accounting. Mr BLAKEY is, of course, perfectly 
correct when he reminds us that company 
accounts are ‘essentially stewardship accounts’ 
prepared for the benefit of shareholders; and, 
moreover, that the additional information now 
supplied to conform with the provisions of the 
1948 Companies Act has the same prime purpose. 
He realizes, however, as did the Council when it 
drafted Recommendation XV, the limitations of 
accounts prepared on that basis. Accordingly, 
he recommends — as did the Council in its Notes 
on statistics relating to income of, and capital 
employed by companies issued rather more than 
three years ago-the publication of supple- 
mentary statements giving further information 
helpful to employees, politicians and econom- 
ists, as well as to shareholders. 

The Presipent rightly stresses the importance 
of simplicity in the presentation of these ancillary 
statements. Their specific object would be to 
. demonstrate clearly the essential facts about 
capital structure of the business, its turnover 
and costs and the division of the resultant profits. 
The first of these might be aptly illustrated, as 
Mr BLAKEY suggests, by dividing the capital 
employed by the number of employees so as to 
give each workman a better understanding of 
the amount of money which -has to be invested 
in order to provide him’ with his job. Details of 
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trading might be neatly correlated by a table 
showing the constituents of every £ of sales. 

Another useful piece of information, =awẹ 
suggest, would be an analysis of the nominal 
value groupings of shareholdings to show that, 
in the average company, the capital is held by a 
large number of small investors rather than by 
a small number of rich, individual investors. 
This would do much to remove some of the 
serious misconceptions about the destination of 
profits to which Mr BLAKEY refers. If this infor- 
mation was more readily available and if it was 
fully realized that because of that great leveller, 
taxation, the ultimate major beneficiary of our 
industrial earnings is the community and notan» 
exclusive class of favoured individuals, then wages 
and dividends might be seen in their true per: 
spectives; and, in consequence, the importance 
of mutual trust and understanding and of hard 
work being the only means to prosperity might 
be better appreciated. 


The PRESIDENT also makes important reference 
to the treatment of profits tax in accounts the 
subject of one of the Council’s pamphlets men-- 
tioned above. He deplores, as do all sensible 
people, the very existence of this tax and sug- 
gests that, even if it is to continue, the law should 
be amended in the interests of both equity and 
clarity so as to restrict possible future liability to 
tax on that portion of the distributable profita 
which became available after the introduction of 
profits tax in 1947. He expresses disappointment) 
that no provision for such an alteration was made 
in this year’s Finance Bill. . 

Mr BLAKEY regrets, also, that the much-needed 
reforms in estate duty law and the taxation treat- 
ment of provisions for retirement are not yet 
forthcoming despite the earnest and impartial 
representations which have been made to the 
CHANCELLOR OF THE EXCHEQUER on both scores 
within the past few months. The PREsIDENT’s 
contention that the country is under an enormous 
debt to the professional classes is well-founded. 
If their quiet and independent way of living and 
thinking is to be brought to the point of extinction 
by oppressive taxation then the splendid heritage: 
of our civilized society is in real peril. It is against 
this threat of intellectual annihilation — equally 
as deadly as the more publicized atomic horrors 
which beset us — that the culture of the Institute 
must continue to remain a bulwark. 
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ROYAL COMMISSION’S 
SECOND INTERIM REPORT -III 


_ The Report and the Finance Bill Debate 

Te CHANCELLOR OF THE EXCHEQUER had 
- a word to say about the report in the course 
of the debate on May 3rd on the second 
reading of the Finance Bill. Thanking the Com- 
mission for their labours so far, Mr BUTLER 
expressed the view that these would go on for 
some time. As to the reforms proposed, he could 
not say whether they would be introduced in 
¢next. year’s Budget or when. The timing of the 
report had not been easy for him. It came out 
almost exactly at the time of the last Budget. 

One thing which the Commission had not done 
was to indicate a priority; this would come later. 
Moreover, the cost of some of the proposals was 
high compared with the balance of the financial 
situation. Finally, the report was a lengthy one, 
prepared after years of work, and it would need 
to be carefully studied. Accordingly, the CHAN- 
CELLOR did not want to raise false hopes about 
adopting the RECOM ED CABONS in the current 
year. 

One may Se observe that it is only this 
year that many of the recommendations of the 
first Millard Tucker Committee, whose report 
was published three years ago, are now being 
adopted. 


Maximum Earned Income Relief 
The Commission’s preoccupation with the 


problem of steep marginal rates, to which we 
referred last week, is further reflected in the pro- 


_ posed changes in maximum earned income relief. 


The Commission has accepted the criticisms made 
- in this journal and elsewhere of the steep increase 
in effective rate which takes place when a man’s 
earnings take him, at one and the same time, out 
of the earned income relief field and into the 
_surtax field. This occurs in the [2,000 to {2,025 
“band. The increase in rate due to the imposition 
_of surtax and the loss of earned income relief is 
no less than 4s. Hence the Commission recom- 
mend that the upper limit for earned income 
relief be raised from {£2,025 to £2,500, and that 
the relief should be granted at half rate on the 
2 slice of income between £2,500 and £3,000. It is 
perhaps curious that the points chosen for a 


reduction or cessation of earned income relief 
should coincide with increases in the rate of 
surtax. The object of securing lower marginal 
rates would have been even better served by. 
providing for reductions in earned income relief 
at points half way through a particular surtax 


income band. Under the recommendations, the 


increase in rate at {2,500 and {£3,000 would be 
1s 6d and 2s 6d respectively. On the other hand, 
taking surtax alone, at no point does the rate 
increase by more than rs. 


Why Two-ninths ? 
‘Two-ninths seems to be an odd figure for a 
Royal Commission to be recommending, but its 
retention is, of course, implicit in the recom- 
mendations relating to minimum earned income 
relief. Historically, the two-ninths came about 
because in 1952 the CHANCELLOR wanted to 
increase the then allowance of one-fifth but felt 
that the country could not afford one-quarter; 
hence the compromise consisting of this most 
awkward fraction. It was made slightly less ` 
awkward in the following year when the standard 
rate was reduced from gs 6d to gs od, but as the 


' vast majority who pay tax do so at lower rates 


which are not divisible by nine, there is a good 
deal to be said for adopting a more convenient 
fraction. However, beyond accepting as sound 
the principle that there should be a differentiation. 
in favour of earned income, the Commission was 
not prepared to recommend any change in the 
fraction already arbitrarily fixed. It points out 
that while the chargeable earned income of 
individuals is some {£3,000 million, the total 
chargeable investment income of individuals is 
only £850 million. Any shift of burden from 
the larger sector will accordingly fall with much 
heavier impact on the smaller sector. It adds 
that the State may have a direct interest in 
securing that disincentives are not placed in the 
way of investment, just as it has an interest | in 
inducing people to work. 


Joint Earnings of Married Couples 


The above changes would apply where’there was 
only one individual earning the income. In the 
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words of the report, the case of the married 
couple, both of whom earn income, must be 
related to this. It rejects the theory that they 
should each be given a separate maximum in 
respect of individual earnings. The report recom- 
mends an allowance of two-ninths on aggregate 
earnings up to £4,000 and one-ninth on the next 
£1,000. This would, however, be alternative to 
the present net marriage allowance of Zoo 
({z1I0 minus {120). The report says that it 
would not be difficult to produce a formula 
which would automatically determine whether 
it would benefit a married couple to surrender 
the net marriage allowance (which may not 
always be {90) in exchange for the improved 
joint maximum. for earned income relief. Accord- 
ingly, it recommends the adoption of such a 
formula to accompany the raising of the joint 
maximum. To our mind this seems to create an 
unnecessary complication, although of course the 
number of cases where joint earnings exceeded 
£2,500 would be comparatively small. Still, at 
that point, nice calculations down to a few 
shillings seem to be somewhat out of place. 


Cost of Increased Earned Income Relief 

As regards the increased earned income relief 
recommended for single persons, it has to be 
borne in mind that the Commission also recom- 
mends that in their case the minimum income for 
surtax liability be reduced from {£2,000 to £1,500. 
The Inland Revenue estimate of the cost of raising 
the general earned income limit at {£84 million 
on present rates of tax. The cost of the further 
extension in favour of married couples, as offset 
by the surrender of the new marriage allowance, 
is put at about £150,000. 


The Minority View 
On the differentiation between earned and un- 
earned income, the minority report approaches 
the question in a somewhat different way. This 
report is signed by Dr VERA ANSTEY and 
Messrs GeorGE Woopcock, H. L. BULLOCK and 
NicHotas KALDOR. It says: 

‘Quite apart from the basic fact that the per- 
formance of work involves a real cost (in the form 
of effort, irksomeness, or merely the sacrifice of 
leisure) whereas the ownership of property in- 
volves no such real cost, the taxable capacity of 


the property-owner cannot be measured simply 
by his income alone in the same way as that of a 
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man who obtains his in income from work. A man 
with a fortune can invest it in forms which yield 
him relatively little in taxable income and yet 
maintain his standard of living by drawing of 
capital. The possession of marketable capital assets 
thus endows the property-owner with a spending 
power that is not adequately measured by the 
money income which it yields.’ 
This is perhaps an appropriate moment to quote 
once again that now hackneyed phrase of Lorp 
MACNAGHTEN that ‘income tax is a tax on 
income’. The Commission’s terms of reference 
do not extend to the taxation of capital. 
Nevertheless, there will be much sympathy 
with the minority’s view that the existing differ- 
entiation in favour of earned income does not-gow 
far enough. Of course there are so many kinds of | 


earned income. Much income is ‘earned’ only in 


a technical sense. On the other hand, there are" 
many people, particularly in the professions, 

whom circumstances force into earning sums 

which can only be obtained at the cost of in- 

roads into that most precious of all capital assets, 

good health. This problem is to some extent 

bound up with the question of spreading an 

individual’s earnings over more than one year; 

a question which might well have been dealt 

with in the present interim report. If it is right 

that weekly wage-earners should be allowed to 

average their earnings over twelve months, there 

is much to be said for averaging earnings over a, 
number of years, especially a profession like the 

Bar, where years of under-employment can be 
followed by years of feverish activity. 

The minority support, as an interim measure, 
the increased maxima proposed for earned income 
relief. 

Child Allowance 
The Commission are unanimous in thinking that 
taxation at present bears unfairly on the family 
man, particularly in the middle and higher 
income groups. It is, of course, obvious that the 
cost of maintaining a child tends to vary directly 
with the parent’s income, since both almost 
inevitably enjoy the same standard of living. The 
present flat rate allowance of £85 has the result 
that in the middle and higher income ranges, 
the family man’s responsibilities are not ade- 
quately reflected in the amount of tax he pays, 
compared with the tax bill of a single or childless 
person. 

(To be continued.) 
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: FINANCE BILL-IV 


Ships 
Cm 15 (3) (b) contains a special pro- 


vision in favour of ships. When initial 

allowance was suspended in respect of 
expenditure incurred after April 5th, 1952, a 
limited exception was made for expenditure on 
ships. This recognized the fact that a ship may 
take years to build and that payment is usually 
made in instalments as the work progresses. Ex- 
penditure is ‘incurred’ when it becomes payable. 
‘Section 330 (2).) The intention to suspend initial 
allowarices was announced in a Budget speech on 
April roth, 1951. The section effecting this (now 
the Income Tax Act, 1952, Section 279 (5)) ex- 
cluded from its scope expenditure on the provision 
of a ship for the purpose of trade where the 
Inland Revenue were satisfied that: 


(a) on April roth, 1951, the ship was actually 
under construction for the persons who 
were carrying on the trade on that. SS or 
were about to carry it on; or 

(ia contract for the construction (or its 
engines) for those persons had been entered 
into by them by April roth, 1951. 


{hus persons who had committed themselves 
20 acquiring a new ship, before they knew that 
initial allowance was to be suspended, were allowed 
o continue to claim it on the expenditure as and 
when it became payable. Now the initial allowance 
which was suspended was of two-fifths, not one- 
ifth. Thus it may be that on some expenditure 
incurred after April 6th, 1954, there is provision 
for a two-fifths initial allowance. The new clause 
does not take away the right to a two-fifths initial 
allowance (which is deductible in arriving at 
written-down value) but it does give the taxpayer 


he option to relinquish the initial allowance mm. 


-turn for a one-fifth investment allowance, which 
s not deductible in arriving at written-down value. 
‘tis a choice between a large allowance now which 
Gill go to reduce future allowances, or a smaller 
ilowance now which will not affect future allow- 
inces. There is a similar option in respect of 
nining works (clause 1 5 (4)). 

It has to be borne in mind that most ship- 
ywners claim annual wear and tear allowances on 


INVESTMENT ALLOWANCES 


the ‘straight-line’ basis. It follows that an initial 
allowance does not operate to reduce the annual 
allowances ‘until many years after the initial 
allowance was granted, unless of coursé the ship 
is disposed of during its normal working life.. It 
may well be, therefore, that, many owners will 
prefer the two-fifths initial allowance, where’ it 
is available, to the one-fifth investment allowance. 


Renewals Basis and Investment Allowance 
Expenditure on the replacement of plant and 
machinery may be allowed as a deduction in 
arriving at profit. The authority for this is the 
Income Tax Act, 1952, Section 137 (d), which 
impliedly permits a deduction for expenditure on 

‘the supply, repairs or alterations of any implements, 

utensils or articles employed for the purposes of the 

trade, profession or vocation’. 

The Inland Revenue usually argue that a renewal 
allowance in respect of expenditure on what 
constitutes plant or machinery is concessional, but 
this'is doubtful. A contrary opinion was expressed: 
by SoMeERVELL, L.J., in CLLR. v. Great Wigston 
Gas Co ([1946] 29 T.C. 197 at page 207). Whether 
the renewals deduction is concessional or not, the. 
same expenditure cannot qualify both for deduc- 
tion’ and for initial allowance, since ‘capital 
expenditure’, which alone qualifies for capital 
allowances, does not include expenditure which 
has been allowed as a deduction. (Income Tax Act, 
1952, Section 330 (1) (a).) The loss of the initial 
allowance is, of course, no hardship. However, to 
lose the initial investment allowance would put a 
person claiming the renewals basis at a disadvan-. 
tage, since he could only have a 100 Der Cent 
allowance instead of the ultimate 120 per cent 
envisaged by the new system. Accordingly, 
clause 15 (3) (c) directs that the expenditure shall 
be treated as capital expenditure for the purpose of 
clause 15, notwithstanding that it is deducted in 
computing profit. 

The paragraph does not deal with the case 
where there has been an element of improvement 


in the renewal and part of the expenditure has 


been disallowed as far as a deduction is concerned. 
Presumably the disallowed expenditure will also 
qualify for investment allowance. — 
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Road Vehicles Excluded 
The proviso to clause 15 (3) directs that no 
investment allowance be made under that sub- 
clause, in respect of expenditure on the provision 
of road vehicles 


‘unless they are of a type not commonly used as 
private vehicles and unsuitable to be so used or are 
provided wholly or mainly for hire to, or for the 
carriage of members of the public in the ordinary 
course of a trade’. 


Thus a private car, if it is to qualify, must be: 

(a) new; 

(b) provided wholly or mainly either for hire 
or for the carriage of the public as passen- 
gers; and : 

(c) provided for use as above in the ordinary 
course of a trade. 


Where a car is purchased to be used by a garage 
proprietor partly for his own use while on business, 
partly for hire purposes, and partly as a taxi, it 
would not qualify on a strict reading of the clause, 
unless one of the last two uses accounted for the 
major part of the total use. However, such a case 
would be eminently one for concession where the 
combined use as hire car and as taxi accounted for 
more than half the total user. 

Vehicles acquired for the purpose of scientific 
research may qualify for investment allowance 
under clause 15 (6), which will be dealt with in a 
subsequent article. 

Provisions relating to the withdrawal of invest- 
ment allowance on road vehicles as such are 
contained in the Second Schedule, paragraph 1 
(2) (c) of the Bill. 

Paragraph 2 provides for the withholding in 
certain cases of initial allowances from a taxpayer 
who has bought plant or machinery on which 
investment allowance has already been granted, 
These provisions will be dealt with in a subse- 
quent article. 


Clause 15 (4): Mining Works 
In the case of mining, initial allowance is confined 
to expenditure which is not only within the 
definition of expenditure to which the Income 
Tax Act, 1952, Part X, Chapter III, applies, but 
is also expenditure on the construction of works 
likely to have little or no value to the taxpayer 
concerned when the source is no longer worked. 
When the initial allowance was restored in 1953, 
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it was increased from one-tenth to two-fifths in 
favour of such expenditure. 

Clause 15 (4) provides that an investm 
allowance of one-fifth shall be given instead: of 
the initial allowance. Otherwise, the provisions 
relating to initial allowances shall apply, except, 
of course, that investment allowance 1s not to be 
taken into account in arriving at the residue of 
the expenditure under the Income Tax Act, 1952, 
Sections 307 and 308. Under Section 307, annual 
allowances are to be computed as a fraction of this 
residue, and in arriving at the residue, Section 
308 (5) (a) provides for the deduction of initial 
allowance. Section 309 provides for balancing 


` allowances and charges on sellers of mining works,~ 


and for annual allowances to the buyers. The 
amount of the ‘residue’ of the expenditure governs | 
the computations. 

When the Finance Act, 1953, Section 16, 
restored initial allowances, subsection (3) Dro: 
vided that, in favour of mining, the initial allow- 
ance be increased to two-fifths. As the new invest- 
ment allowance is to be one-fifth only, the taxpayer 
is given the option of continuing to claim 
initial allowance, as explained in the case of ships. 


Clause 15 (5): Agricultural Expenditure 


So far there has been no initial allowance for 

agricultural capital expenditure as such, as dis- 

tinct from expenditure on farm plant and, 
machinery. Instead, the Income Tax Act, Section 

314, allows the tenant or owner to claim an 
allowance of one-tenth of the capital expenditure 

falling within the section. The period of the 

allowance is the ten assessment years following 

that in which the expenditure was incurred. 

Clause 15 (5) provides that an investment allow- 

bnce of one-tenth of the expenditure shall also 

pe given for the first of these ten years. The tax- 

aayer thus recovers in all the tax on 110 per cent 

of the expenditure. 


Expenditure within Clause 15 (5) 
The comparatively brief period over which the 
expenditure is’ recoverable bears no necessary 
relation to the life of the capital assets created? 
To be within Section 314, the expenditure must 
be capital expenditure incurred by the owner or 
the tenant, on the construction of farm-houses, 


farm or forestry buildings, cottages, fences or . 


other works. (To be continued.) 
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REMOVAL OF DIRECTORS 
REQUISITIONED MEETINGS 
by H. N. BEETLESTONE, LL.B. 


sufficiently large, one of the remedies 

open to dissatisfied shareholders in a 
company is to requisition a meeting for the pur- 
pose of removing one or more of the board of 
directors and appointing other directors in the 
place of those removed. 
~ The idea is simple enough to the layman, and 
the procedure laid down in the relevant sections 
of the Companies Act, 1948, is, with a few 
exceptions, reasonably clear, yet it is surprising 
how frequently mistakes are made in practice 
when an attempt is made to operate the provisions 
of the Act. 

The usual background to the contest is not 
unimportant. On the one hand there is a body 
of shareholders, probably headed by a small 
unofficial “committee’, who, for some reason or 
other, are dissatisfied with the progress or policy 
of the company. On the other hand there are the 
directors who have (or ought to have) a more 
intimate and detailed knowledge of the company’s 
affairs, are no doubt sincerely convinced of the 
wisdom of their policy, and are, not unnaturally, 
reluctant to relinquish their appointments as 
directors. 


Heck their aggregate holding is 


-~Negotiations usually begin by contact among - 


themselves being made by some of the larger 
shareholders, followed by some correspondence 
with the chairman of the board urging on the 
directurs the views of the dissatisfied share- 
holders. After preliminary skirmishing on these 
lines (which in some cases may, of itself, be 
sufficient to produce the desired reforms) it is 
eventually decided by the shareholders that the 
only solution is to remove the directors, or some 
of them, from office, and to reconstitute the 
board, by appointing others in their place who 
will pursue a policy more acceptable to the 
members. 

Unfortunately the position may then degener- 
ate into an undignified contest between the two 
parties, now at ams length; the one party 


determined to remove the board, the other 


determined to remain in office and to fight to the 
last ditch any attempt to remove them. . 

In this article it, will be assumed, unless the 
contrary is stated, that the company is one having 
a share capital and is governed by articles 
identical with the - provisions of Table A of the 


Companies Act, 1948. In practice, of course, 
some cases will be affected by the provisions of 
special articles peculiar to the company. ) 


The Requisition 


Section 132 (1) of the Companies Act, SE 
provides that on the requisition of members of a 
company holding, at the date of the deposit of 
the requisition, not less than one-tenth of such of 
the paid-up capital of the company as at the date 
of the deposit carries the right of voting at 
general meetings of the company, the directors 
shall forthwith proceed duly to convene an 
extraordinary general meeting of the company. 
- The requisition must state the objects of the 
meeting and must be signed by the requisitionists 
and deposited at the registered office of the com- 
pany, and may consist of several documents in 
like form each signed by one or more requisi- 
tionists. (Section 132 (2).) 
_ In stating the objects for which the meeting is 
to,be convened the provisions of Section 183 (1) 
of the Companies Act, 1948, must not be over- 
looked, unless the company is a private company. 
This section provides that at a general meeting 
of a company other than a private company, a 
motion for the appointment of two or more 
persons as directors of the company by a single 
resolution shall not be made, unless a resolution 
that it shall be so made has first been agreed to by 
the meeting without any vote being given against 
it. 

Convening the Meeting 
Section 132 (1) provides that the directors shall 


‘forthwith proceed duly to convene an extra-- 


ordinary meeting of the company: it does not 
require them to convene an extraordinary meeting 
to be held forthwith. 

Subject to any special articles of a particular 
company there is no maximum period of notice 
for an extraordinary general meeting. The 
minimum period of notice is fourteen days 
(Section 133 (1) (6)) unless a special resolution is 
to be moved when the minimum period is 
twenty-one days (ibid.). Table A, Article 50, 
repeats these minimum periods but imposes no 
maximum. period. 

The point of these observations is that although 
Section 132 (3) of the Act provides that if the 
directors do not within twenty-one days of the 
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deposit of the requisition proceed duly to con- 
vene a meeting, the requisitionists, or any of 
them representing more than one-half of the 
total voting rights of all of them, may themselves 
convene a meeting, but any meeting so convened 
shall not be held after the expiration of three 
months from the date of deposit of the requisition. 

In one case known to the writer, the requisition 
was deposited and the directors convened the 
meeting forthwith: but it was called for a date 
some three months ahead. When challenged, a 
reply was received that as one of the directors 
whom it was proposed to remove was overseas, 
he must be given time to make the representations 
he was entitled to make under Section 184 (3). 

There is, apparently, no authority on the point. 
However, in view of the provisions of Section 
132 (3) it might be argued that the meeting must 
be held within at most three months of the date 
of deposit of the requisition. If it is not so held, 
then any right the requisitionists have to .call a 
valid meeting on default by the directors might 
be impaired. 

It is not thought that such an argument would 
‘be’ sound, as the requisitionists’ right to act 
depends on the fact that the directors have 
failed to proceed duly to convene a. meeting, 
whereas in the point under discussion, they have 
convened the meeting, although it is not to be 
held for some considerable time. It may be that 
each case must turn on its own facts in order to 
ascertain whether the directors have duly con- 
vened the meeting. 

The word ‘duly’ does not appear to carry 

matters much further. It would seem that so long 
as the directors act strictly in accordance with 
the Companies Act and the company’s articles as 
regards the minimum period of notice, the con- 
tents of the notice and the persons to whom 
notice is sent, they can claim to have ‘duly’ 
convened the meeting. 
* If the matter ever comes to be considered in 
Court possibly some test of reasonableness may 
have to be invoked, based on the fact that 
directors are trustees of their powers for the 
company. 


Removal of a Director 


By Section 184 (1) of the Companies Act, 1948, a 
company may by ordinary resolution remove a 
director before the expiration of his period of 
office, notwithstanding anything in its articles or 
in any agreement between it and him. Special 
notice is required of any resolution to remove a 
director, and on receipt of such an intended 
resolution the company is forthwith to send a 
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copy to the director concerned who is entitled 
to be heard on the resolution at the meeting: 
Section 184 (2). 

Where notice is given of an intended e 
to remove a director and the director concerned 
makes representations of reasonable length and 
requests their notification to the members, the 
company must (unless the representations are 
received too late) in any notice of the meeting 
state the fact that representations have been made 
and send a copy of the representations to those 
members of the company to whom notice of the 
meeting is sent. 

If the copy is not sent, either because the 
representations are received too late or because of 
default on the company’s part, the director -may~ 
require the representations to be read out at the 
meeting without prejudice to his right to be 
heard orally: Section 184 (3). i 

It will be observed that there is nothing in these 
provisions to allow the director any specific 
length of time to make his representations. 
Because of the requirements of Section 142 as to 
special notice a ‘snap’ meeting cannot be held, 
nor can a ‘snap’ resolution be moved at an 
annual general meeting. Further, the director’s 
right to be heard at the meeting is absolute. 

On the other hand it can hardly be the law 
that by absenting himself from the country 
(whether on the company’s business or not) a 
director can frustrate the members’ right to 
remove him. Although there is no requirement | 
that the director is to be given a reasonable time 
in which to make his representations, there. 
seems no reason why, especially if he is overseas 
on the company’s business, this factor should not 
be taken into account by the board when fixing 
the date on which a meeting convened pursuant 
to a requisition is to be held. 


Special Notice 


Section 142 of the Companies Act, 1948, provides 
that where special notice is required of a resolu- 
tion, the resolution shall not be effective unless 
notice of the intention to move it has been given 
to the company by a member not less than 
twenty-eight days before the meeting at which it. 
is moved, and the company has given its members 
notice of any such resolution not less than twenty? 
one days before the meeting. 

There is a proviso to Section 142 that if in 
fact the meeting is called for a date less than 
twenty-eight days after the notice of the intention 
to move the resolution has been given, the notice, 
though not given within the time required by the 
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section, shall be deemed to have been properly 
given for the purposes thereof. 
be proviso relates only to the notice of in- 


tention (that is, the twenty-eight days’ notice); 


it does not appear to affect the minimum notice 
of twenty-one days required by the section. The 
combined operation of Sections 142 and 184 
should, in practice, give a director a period of 
twenty-seven days in which to compose his oral 
statement at the meeting; for on receipt of the 
notice of the resolution by the company it is 
‘forthwith’ to send a copy to the director. 
Should the meeting be called for a date less 


than twenty-eight days after the receipt of the ` 


notice of the intention to move the resolution, 
then-although the director’s period for preparing 
his statement will be curtailed, a resolution 
passed pursuant to the notice wull be effective. 

The period allowed to the director for the 
preparation of written representations will ordin- 
arily be less than twenty-seven days if they are 
to be circulated in advance. For, although they 
need not be sent. with the notice of meeting, they 
have to be received by the company, and if there 
is time, sent to those members to whom notice of 
the meeting was sent. In practice, although it 
would not be safe to allow less than a week for 
action by the company, a director should have 
some twenty days in which to prepare his repre- 
sentations, 

The provisions ‘of Article 93 of Table A must 
also be complied with. This provides that no 


‘person other than a director retiring at the. 


meeting shall, unless recommended by the 
directors, be eligible for election as a director, 
unless, not less than three nor more than twenty- 
one days before the date. appointed for the 
meeting, a notice-is left at the registered office 
of the company, signed by a member duly 
qualified to attend and vote at the meeting, of his 
intention to propose such person for election, 
and also another notice signed by that person of 
his willingness to be elected. 

This involves a separate operation, quite apart 
from special notice. Indeed the notices to comply 
with Article 93 cannot be sent to the company 
at the same time as the special notice. The latter 
must reach the company not less than twenty- 
eight days before the meeting: the former, to 
Pe valid, must not be sent to the company more 
than twenty-one days ahead. In. Cheshire v. 
Gordon Hotels Ltd ([1953] C.L.Y. 504) three 
persons were restrained from acting as directors 
of a company as 4 result of failure to comply 
with the time limits imposed by a similar article. 

Care shouid also be taken to see that the pro- 
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posals of the requisitionists will not result in 
the total number of directors exceeding any 
maximum fixed by the company pursuant to 
Table A, Article 94. Thus it may also be necessary 
to include a resolution to increase the total 
number of directors. 


Conclusion 


The advantages of trading with limited liability 
conferred by the Companies Acts also involve 
corresponding obligations, among which is the 
need to conform strictly to the provisions of the 
1948 Act, and the company’s articles. | 

I will be noticed that a number of such 
formalities have to be complied with strictly in 
order to succeed in removing a director from the 
board of a company before his term of office 
expires. The time limits within which these form- 
alities have to be completed are not all related to 
the same event, and may be summarized as follows: 


(1) Action that should be taken ‘forthwith’. 

(a) Directors convene meeting on receipt of 
requisition (Section 132 (1)). 

(b) On receipt of notice of a resolution to remove 

- him, company must send a copy to a director 
concerned (Section 184 (2)). 
(2) Time limits related to date of deposit of requisition. 

(a) Requisitionists’ right to convene meeting on 
‘default by directors (Section 132 (3). 

(b) Date by which meeting convened by requisi- 
tionists may validly be held, and, hence, 

(c) Latest date for dispatch of notices of meeting 
convened by requisitionists (Section 132 (3) (4)). 

(3) Time limits related to date fixed for meeting. 

(a) Special notice should have been received by 
company at least twenty-eight days SE 
(Section 142). 

(8) Notices of meeting must be dispatched. ‘to 
members at least twenty-one ‘days betore 
(Section 142). 

(ð First and last dates by which notices ia con- 
sents under Article 93 can be deposited. 


Apart from compliance with the time limits, the 
form of requisition for an extraordinary general 
meeting should be unexceptional, and ‘the 
resolutions proposed should be accurately worded 
and comprehensive. The directors should con- 
vene the meeting forthwith; and, subject to the 
statutory minimum periods of notice, it should be 
held with reasonable dispatch. Usually, in 
practice, a director whom it is sought to remove 
from office will have sufficient time to make his 
representations, but if it comes to ‘a question of 
attempting unduly to enlarge the statutory time 
limits, the wishes of the majority of the members” 
must override questions of convenience to 
directors. l a WEE 
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THE BASIS OF CONVERSION FOR FIXED 
ASSETS IN CURRENCY 


CONTRIBUTED 


NOTABLE departure has been made 
by two important companies from a 
„principle of accounting which up to the 
present has always been regarded as fundamental, 
Le, in order to establish the relative sterling cost 
of fixed assets acquired in a foreign.currency the 
currency cost should be converted to sterling at 
the rate ruling at the date of acquisition. Hudson’s 
Bay Company and Unilever Limited in their 
accounts recently published have both departed 
’ from this principle and have adopted for pur- 
poses of conversion the current rates of exchange 
at the date of the balance sheet. 
The directors of Hudson’s Bay Company in 
their ‘Statement to Proprietors’ explain the 
change as: 


‘A notable change in this year’s Accounts is the 
conversion of Canadian Land and Buildings and 
Investments in Subsidiaries at the current rate of 
exchange (approximately $2.80 to the £) instead 
of at rates of exchange ruling when the assets were 
acquired. The Directors feel that this will give a 
clearer picture to the }foprietors. Details of this 
change in presentation are shown in the Notes on 
the Accounts on page 22, but the main effect is to 
increase the sterling figure of Land and Buildings 
in the Consolidated Balance Sheet by £2,430,779, 
with a corresponding increase in the Exchange 
Reserve.’ 


The auditors make the following comment in 
their report: 7 


‘As mentioned in the third paragraph of the 
Statement to Proprietors and in Note 6, the figures 
of cost of the Canadian subsidiaries in the balance 
sheet of the company and of cost and depreciation 
of Land and Buildings in Canada in the consoli- 
dated balance sheet, previously converted from 
Canadian dollars at rates of exchange ruling at 
dates of acquisition, have now been converted at 
a rate of $2.80 to the £ (approximating the rate at 
January 31st, 1954): this has resulted in additions 
of £175,950 and £2,430,779 respectively to the 
net figures and corresponding additions to Ex- 
change Reserves.’ 


The auditors modify their statement as to the 
true and fair view by the words"... on the 
basis of exchange adopted for Land and Buildings 
in Canada as referred to above. . .’. 

In the case of Unilever Limited (whose 


accounts are presented with those of Unilever 


N.V.) there is a note on the balance sheet which 
states: 


‘Foreign currencies have been converted into 
sterling or guilders at the rates ruling at the date 
of the balance sheets. As stated in the Report of 
the Directors this represents a change in treatment 
of fixed assets but all comparative figures shown for 
1952 have been re-stated on the basis now applic- 
able.’ 


The following observations are extracted from 
the directors’ report: 


‘It has also been our practice to convert fixed - 
assets in foreign currencies into sterling or guilder 
equivalents at the rate ruling at the date of acquisi- 
tion or valuation. Thus, subject to reduction for 
depreciation, a constant sterling or guilder value 
was maintained irrespective of later fluctuations in 
the rate of exchange. This practice was introduced 
long before we started publishing our consolidated 
balance sheets and at a time when we regarded 
any values expressed in pounds or guilders as 
completely stable. 

‘With prices and exchange rates once again 
tending to be governed by more normal economic 
factors, we decided to review the basis upon which 
asset values are stated in the balance sheet and at 
the same time to make certain other revisions-in~ 
the presentation of the accounts so as to give a 
picture more nearly in accord with current ` 
conditions. 

“These considerations have led to the following 
conclusions and consequent changes in practice. 

“Now that circumstances have led us to revalue 
our fixed assets in the United Kingdom and the 
Netherlands we consider it is no longer logical to 
continue to express the fixed assets of foreign sub- 
sidiaries at the original pound or guilder equivalent. 
Moreover, both fixed assets and to a considerable 
extent net current assets, form part of the capital 
permanently employed in foreign subsidiaries. 
There seems, therefore, no justification for con- 
solidating the two categories of assets on different 
bases. Accordingly, it has been decided, subject to 
reconsideration if circumstances demand, to con- 
solidate all foreign assets and liabilities, without 
distinction, at year-end rates of exchange.’ 


H 
atta 


The total increase in value of fixed assets of 
Unilever Limited due to revaluation and the 
change in basis of exchange conversions exceeds 
£18 million but it is not stated what proportion 
of this figure is due to the new method of con- 
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version of exchange. The auditors make no 
specific comment upon this matter beyond 
feporting ‘that, in conjunction with the relative 
notes, the balance sheet gives. . .’. 

Hitherto the cost of fixed assets in balance 
sheets of United Kingdom companies has been 
regarded as the sterling cost and the adoption of 
the end-year rate raises important issues. Is it 
intended that the sterling cost in future shall 
fluctuate? In the case of Hudson’s Bay Company 
the same land and buildings stated at cost in 
1953 at about Zo million appear (subject to any 
purchases and sales) also at cost in 1954 at nearly 
£14 million. If the Canadian exchange goes to 
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Directors’ Expenses: Inland Revenue 
Apology 


This week has brought welcome news to company 
directors whose expenses allowances have been 
subjected to what they consider to be excessive 
scrutiny by tax Inspectors. The matter has already 
been ventilated in our correspondence columns in 


our issues of April roth and 17th. Since then a. 


questionnaire issued by an Inspector to a company 
director about his expenses has been the subject of a 
complaint by the President of the Institute of 
Directors, Major-General Sir Edward Spears, who 
forwarded the questionnaire to the Chancellor of the 
Exchequer on April 27th. It brougnt forth a reply 
dated May 7th by the Financial Secretary to the 


“Ereasury promising that the matter would be looked . 


into and expressing the Inland Revenue’s regret 
that the questionnaire should have been issued. 

The information asked for by the questionnaire 
was as follows: 


(1) Name of director. 

(2) Address of director. 

(3) Total expenses paid to each director. 

(4) Analysis into: 

(a) Rail travel. 

(b) Subsistence. 

(c) Entertainment. 
(d) Any other items. 

(5) Where company’s car used: 
a) Make, horse-power, 
purchase, 

(6) Amounts charged in accounts for: 
(i) Insurance, tax, repairs. 
(ii) Petrol and oil. - 
(c) Total annual mileage. 
J (d) Business mileage. 
(6) Area covered by travel. 
(7) Number of days on which travelling done. 
_ (8) Number of nights spent away from home. 
oi Towns visited and number of journeys to each. 
(x10) Purpose of journeys and business done. 
‘(11) Number of days spent at company’s offices. 


cost and date of 
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$6 to the £, will this figure be halved? Many 
companies operating abroad instead of leaving 
fixed assets in currency figures in the overseas 
books transferred the expenditure in the then 
equivalent sterling to their London books. Pre- 
sumably if the new basis is valid then these 
sterling figures should also be recomputed. Con- 
version at end-year rates may be a simpler calcu- 
lation but has it, by itself, any principle to 
commend it: as a means of correcting inflation 
the results may differ widely from an up-to-date 
valuation when the influence of many other 
important factors requires to be taken into 
account. 


i | WEEKLY NOTES 


(12) Entertainment: 
(a) Type of people entertained. 
(6) Nature of entertainment. 
(c) Reason for entertainment. 
(13) If any company asset has been transferred to a 
director, particulars should be given. 


The reply of the Financial Secretary to the 
‘Treasury was in the following terms: 


“You wrote to the Chancellor of the Exchequer on 
April 27th about the treatment for income tax pur- 

, poses of directors’ expenses allowances. 

_+ { think the most satisfactory course would be for 
you to let the Board of Inland Revenue have par- 
ticulars of those cases in which it is suggested that 
the Inspector of Taxes is adopting an unreasonable 
attitude, whether on the particular point you men- 
tion about the results of business entertainment, or 
on other points. The Board would then make 
inquiries into those cases. 

‘The Board ask me to express their regret that a 
form such as you sent with your letter should have 
been issued. Some of the questions are questions 
which are asked on the ordinary return of directors’ 
expenses allowances which the company is required 
to render. The others ask for unnecessarily detailed 
information. If you will let them know to which of 
your members it was sent they will look into the 
matter.’ 


Industrial Taxation in Eire 


The Council of The Institute of Chartered Account- 
ants in Ireland has responded to an invitation, issued 
by a Government committee, to submit a memo- 
randum on industrial taxation in the Republic. The 
committee was appointed to examine the effect of ` 
taxation on industrial production and to make 
recommendations. The Council’s memorandum suc- 
cinctly points out the undesirable effects of heavy 
taxation on profits when it is combined with rules for 
estimating profits which do not take account of 
present-day realities. For Eire, there has been no 
Income Tax Act, 1945, and accordingly, plant 
modernization is hardly encouraged by the present 
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wear and tear and obsolescence allowances. The 
Council recommend the introduction of investment 
allowances together with more realistic wear and tear 
allowances on the straight-line basis, and the exten- 
sion of obsolescence allowance to cases where plant 
is not replaced. A form of industrial building allow- 
ance is also recommended, amounting to 1 per cent 
of cost. The Council recognizes the difficulty of 
drafting a legal definition of profit which would 
ensure that tax was charged on profit in the com- 
mercial sense. It makes detailed recommendations 
for the deduction of various items of expenditure 
‘which are at present disallowed, such as revenue 
expenditure. incurred before the commencement of 
trading, expenditure to comply with Factory Act 
and Public Health requirements, repairs to newly- 
acquired property, bad debts on advances made to 
customers as a means of attracting business, erec- 
tion and removal of plant, legal costs on leases, sub- 
scriptions made for goodwill purposes, and the 
initial costs of setting up superannuation funds. 
Where expenditure is disallowed as being of a capital 
nature, the Council suggests that amortisation 
allowances be given. 

The whole of the memorandum is couched in 
moderate.and restrained terms which greatly add to 
its cogency. Most of the recommendations are on 
matters which received the close attention of the 
Millard Tucker Committee in relation to taxation in 
this country and support for them exists in ample 
measure in the report of that committee. 


East African Income Tax Department 


We have received the annual report for 1953 of the 
East African Income Tax Department. The depart- 
ment was responsible throughout that year for the 
assessment and collection of income tax in Kenya, 
Tanganyika, Uganda, Zanzibar and Aden, as well 
as the collection of European hospital contributions 
in Kenya and the education tax in Zanzibar. © 

The figures and diagrams given in the report show 
a truly remarkable growth in the department's 
activities and collections in the last five years. Nearly 
five times as many assessments were made in 1953 as 
in 1948 and are expected to produce some seven 
times more revenue. Commeriting on the increase in 
returns in the year, the report says that the par- 
ticularly large increase in Uganda was partly accounted 
for by the better staff position there. It adds drily 
that while the law lays an obligation on taxpayers to 
notify liability, efforts by the department to seek 
out taxpayers are usually productive. The total 
amount expected to be raised for 1953 is some 


£14 million. Work continues to be hampered by 


shortage of staff. The report discloses that the Board 
of Inland Revenue in England agreed to release a 
certain number of its Inspectors specially trained in 
investigation ‘work. It is hoped that these will join 
the department’s staff in 1954. Much of the report is 
taken up by a review of the drive against evasion, a 
drive which is having very encouraging results, 
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both in liabilities directly uncovered and in the 
psychological effect on the general body of taxpayers 
of the news of vigorous action by the department. 
The report is accompanied by extensive and detailed | 
statistics. ~ i 


Losses on Colonial Development 


In the year ended December 1953, the Colonial 

Development Corporation lost £1,279,059. This was 

an improvement compared with 1952 when the loss 

was over £3'8 million, but the accumulated deficit 
has now reached an exceedingly substantial figure at 

about {9-7 million. A provisional scheme to write off 

capital losses on projects started before December. 
1950 and abandoned in whole or in part by December 

1953 amounts to over £6 million and legislation to 

permit such write-offs was promised by the Govern-_ 
ment last year. 

In a further frank report (it will be recalled that 
there was much plain speaking in the Corporation’s 
annual report a year ago), it says that much time hä 
been spent during the year ‘in scrapping, SES, 
and otherwise modifying’. Five new projects were 
started during the year, seven were stopped, two were 
completed or disposed of and three investigations 
were terminated. The Corporation has fifty con- 
tinuing projects and investigations, but of-these it is 
solely responsible for only sixteen. In five of these 
cases, negotiations for association with other organ- 
izations are at present in progress. 


. United States Recession Ending ? 
There is some evidence that the recession in the 
United States has flattened out. The statistics on 
wholesale and retail trading are rather more encourag- 
ing so far than those for production, but this is tobe 


-expected to, some extent. In textiles, however, while 


wholesale turnover is improving the output of 
synthetic fibres during April fell further and the 
prices of cotton textiles have been weakening. The 
recovery at the wholesale level is in fact most 
marked in women’s apparel and. in food. 

There has been a small recovery in steel production, 
but the figures of electric power consumption and 
heavy construction contracting are still unsatis- 
factory. The most paradoxical situation: at the 
moment, however, is in the automobile industry — an 
industry which directly and psychologically plays a 
major part inthe level of American prosperity. Out- 
put keeps remarkably buoyant, although ‘there are 
indications that stocks in dealers’ hands are still 
increasing. 

In general, there are signs that a small recovery 
has arrived in certain sections of the United States, 
economy, but it could yet be that this is no more than 
a poor seasonal upswing during the spring of the year. 
Business sentiment continues to be buoyant and 
industrialists are still planning large-scale ‘capital 
investment schemes in a widespread anticipation 
that the level of industrial activity will be higher in 
the United States in 1956 and 1957 than it is now. 
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RETIREMENT BENEFIT SCHEMES — III 


e 


ACCOUNTING PRESENTATION OF PROVISIONS 


AND OF FUNDS 


by R. W. FOAD, F.C.A. 
Prices and Finance Division, Iron and Steel Board 


N his opening remarks, Mr Foad referred to the 
‘two highly technical and extremely competent 
papers’ which had already been delivered on this 
subject; he expressed doubt as to whether there were 
any fully satisfactory answers to 
the accounting presentation of j 
„provisions for retirement bene- . 
fits, but proceeded to considera _ 
few pertinent points. He said: 


The Pension Fund Itself 


Suppose we start with the pen- 
sion fund itself, and consider 
the preparation of an accounting 
statement which will set out 
clearly and informatively the 
transactions in which it has 
engaged and the state of its 
affairs at a given date. We take a 
fair white sheet of paper and put 
at the top: 

“The X.Y. Pension Fund’ 
Now, we don’t put ‘To’ and ‘By’ 
and ‘Dr.’ and ‘Cr.’ as we used to 
when I was young, because these 

‘symbols are out of date, but they 
‘had some merit, those symbols. 
They made you think. And we 
have got to think who is the 
presentor, who is the presentee 
and just what is to be presented. 
We mustn't forget that although the fund is managed 
by trustees, who are its sole legal guardians, the 
pension scheme is fundamentally the implementa- 
tion of a contract between employer and employees. 
The employer cannot escape some responsibility for 
the proper presentation by the trustees of the affairs 
and transactions of the fund. The employer’s 
approval of the trustees’ accounts ought to be sought 
and obtained. I wonder how often it is? 

Presentation to whom? To the members of the 
scheme, its beneficiaries, certainly. But why not to 
the shareholders or, at any rate, the board of the 
company, who have provided the greater part, if 


“The third and last lecture in this series delivered to the 
‘London and District Society of Chartered Accountants on 
April 14th, 1954, with Mr W. G. Densem, F.c.a., Chairman 
of the Society, presiding. The first lecture, dealing with 

‘Alternative methods of provision’, by Mr T. A. E. Layborn, 
C.B.E., F.C.1.B., was published in our issue of February 27th, 
and the second, ‘The taxation of provisions for benefits and 
of the benefits’, by Mr Frank Bower, C.B.E., M.A., in our 
issue of March 13th. 





Mr R. W. Foad, F.C.A, 


not the whole, of the resources of the fund — for a 
particular purpose? Is it not incumbent on those 
administering the fund to address themselves as well 
to DES donors as to the beneficiaries? Are they not, 
- as stewards, as responsible to 
those who stock the larder as to 
those who eat the food? 
Very well, then. You have 
` probably decided that the trus- 
tees are the appropriate presen- 
tors of the accounting statement, 
and you have decided to whom 
the statement is to be presented. 
We have completed the second 
line on our fair white sheet of 


paper. 


Transactions of the Year 


Now we come to the third line, 
descriptive of what it is we are 
about to present. And let us 
suppose we want first to describe 
transactions of the year. Which 
of the conventional headings are 
we to- adopt: profit and loss 
account, income and expendi- 
ture account, receipts and pay- 
ments account, surplus account? 
None, save receipts and pay- 
ments, provides an accurate 
description, and that is least 
informative of all. 

Consider what happens during the year. Moneys 
are received, certainly, and moneys are paid out. 
Contributions are received from the employer, and 
probably from the beneficiary members. Can these 
in any sense, whether the fund is self-administered 
or not, be regarded as income, or as providing a 
surplus? Their receipt by the trustees immediately 
attracts a future liability on the trustees. 

What of the other sources of receipt? Investment 
income, perhaps, in the self-administered fund. This 
surely can properly be described as income. But, 
actuarially, is it not merely capital appreciation off- 
setting a corresponding rise in liabilities?’ Payments 
of premiums to insurance companies can scarcely be 
described as revenue expenditure. Other expenditure 
-such as audit fees — can be described in no other 
way. Is there any revenue income out of which to 
pay them? 

I raise these points — and others will immediately ` 


occur to you — not in any academic or frivolous sense, 
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but to illustrate what, to my mind, is a real difficulty — 
the accurate and informative presentation to the lay 
reader of the periodical transactions of the trustees of a 
pension fund. The figures, however described or 
grouped, may be wholly intelligible to the accountant 
or other specialist in these matters, but what is 
important is that the beneficiaries of, and the donors 
to, the fund should be clearly aware of the trend of 
their affairs. . 

The annual disclosure of a growing surplus on 
what is described as an income account no doubt 
makes pleasant reading; more often than not it 
conveys an entirely false impression. That is why, 
I suggest, great care needs to be taken in the headings 
and grouping of the period statement, and maybe 
some entirely new technique of accounting needs to 
be found for this purpose. 

Some of the great institutional pension fund 
trustees, we know, go to infinite trouble and length 
to make their transactions clear to the uninitiated, but 
the majority of the schemes with which we, as account- 
ants, are concerned do not receive, and probably do 
not warrant, the care and expense entailed. And it 
must be confessed that the more detailed and 
voluminously informative the accounts, the less 
likely they are to be read by those whose interests are 
most closely concerned. 

It is their trusting faith which puts such a heavy 
burden of clear presentation on the trustees, and 
that is why I suggest that some new, simple and 
universally understood technique of presentation 
may have to be evolved and made standard. 


The Trustee’s Balance Sheet 


These remarks apply with at least as much force to 
the trustees’ balance sheet, if again that is the proper 
description of it. We started in a somewhat airy-fairy 
way to set about the preparation of a period state- 
ment for the trustees; now, what of the statement at 
a given date of the affairs of the owners of the fund — 
and don’t forget the interest of the donors in the 
application of the moneys they provide. 

We are dealing now, not with what has happened 
over a period, but with the position at a given point 
of time — with assets and liabilities. Very well, let us 
take another sheet of paper and see if we can get on 
any better with this- one. All we have to do is to set 
out the’ assets and liabilities of the fund at a given 
date. But have we? Or have we to set out at a given 
date the assets and liabilities of the fund? That is by 
no means the same thing. 

Just take one example: investments. In an ordinary 
trading concern, investments, trading stocks — any- 
thing which has to be or may have to be turned into 
cash to meet liabilities present or future — are valued 
no higher than they could fetch at the date of the 
balance sheet. Not at the date of liability, because 
these are normally current or immediate liabilities. 
But in the case of a pension fund the incidence or the 
timing of the liabilities is broadly, or at least actuari- 
ally, known. Would you then provide in the balance 
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sheet for the market depreciation of a dated stock, 
which would have matured before the liability to pay 
out benefits had matured? And would this not be a 
misconception of the state of affairs you intend t 

present? 


Purchase of Deferred Annuities or Endowment 
Policies 


Take another case — the normal one of the purchase 
by trustees of deferred annuities or endowment 
policies. How often do you not find that these 
policies figure nowhere at all in the balance sheet? 
Having made provision for the beneficiary as far as 
the rules of the scheme require them to, the trustees 
wash their hands of the matter; the affair now lies 
between the insurance company and the beneficiary. 

But Mr Layborn has told you that this is not so; 
that the insurance company’s liability is to pay- ti 
pension to the trustees and that the insurance com- 
pany has no liability whatsoever for the solvency of 
the fund or towards any individual member of the. 
fund. How, then, can either the asset purchased by 
the trustees or the liability to the member be excluded : 
from the balance sheet? 

This brings out another point, which I trust is 
wholly academic. British insurance companies, like 
British banks, are properly regarded as unbreakable 
institutions. But the trustees are incurring and insur- 
ing against liabilities — twenty, thirty, forty or more ` 
years ahead. The cautious trustee; the always cautious 
auditor; would he, looking back over the last forty 
years, be content to make no reference to long-range 
liabilities because he has insured them? 

Certainly the trustee who has insured against all 
his liabilities is on pretty firm ground when it comes 
to presentation of the state of affairs of the fund, , 
though whether the actual cost of insurance premiims 
is a true measure of the real liabilities (and corre- 
sponding assets) of the fund is another matter. You 
may think that from time to time a revaluation of 
both would be appropriate. But the presentation of the 
state of affairs of the self-administered fund under 
contractual liability to members seems to me little 
less than alarming in its scope for error. 

Admittedly the self-administered fund has usually 
a widespread membership. And admittedly actuarial 
science is a highly-developed science. Knowing 
nothing whatever about actuarial science, I have a 
firm belief in its powers of prevision,.and I don’t 
doubt you have also. But we all here know the 
touching and often shattering faith which some 
members of the public put on a balance sheet 
prepared by a chartered accountant, and I can only 
say that where the liabilities of a fund have been 
actuarially assessed — as, in the case of a EE 
tered fund, they must be — I, as a trustee or auditor, 
would want to see that the actuary’s name was firmly 
appended to that item. 


Reference in the Company’s Published Accounts 


There is another aspect altogether of the accounting 
presentation of retirement benefits. That is the 
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aspect of the company or concern at whose instance 

and for whose employees the fund has been set up. 
Af you look at the published accounts of one of 

“these companies, you may find a reference somewhere 
in the profit. and loss account or elsewhere to pension 
fund contributions, or you may not. If you find such a 
reference, the company has a pension scheme; if 
you do not, the company may or may not have a 
pension scheme. That is as far as present accounting 
practice takes you. 

If, of course, a company hasn't contracted to pay 
pensions to its employees, it is under no legal liability 
to do so and, from an audit point of view at any rate, 
no provision is necessary. There must be few busi- 
nesses where the moral- or, to put it lower, the 
commercial — necessity to provide for the retirement 
of certain employees is not recognized, but I suppose 

Ane would be a bold auditor who insisted on providing 
for this voluntary future expense if the employer did 
not wish to do so. At the same time, the modern 
tendency is so strongly towards employees’ pension 
schemes that it has become a matter of real — though 
largely unrealized — importance to shareholders 
whether or not a pension scheme 1s yet in force. The 
possibility of unavoidable future provision, not merely 
of current contributions but also of heavy past-service 
contributions, may materially affect the views held 
on the earnings prospects of the company. 


Provision Without Contracting 


Some companies, again, do make provision for - 


employees’ benefits but without contracting or 
admitting any legal liability. This type of ‘provision 
is found in many old family concerns; the provision is 

‚often generous and the motives which have inspired 

‘thre. arrangements can be understood and must be 
respected. But in many ways they are unsatisfactory, 
not only from the employees’ point of view, but also, 
did they realize it, from the employers’ point of view 
as weil. 

More often than not the funds set aside are 
invested in the business; they may be labelled 
‘employees’ provident fund’ or some such title, but 

-it will usually be found that the title is meaningless 
except as an expression of the present management’s 
intention. There is nothing to prevent a new board 
from bringing back the so-called fund into distribut- 
able profits or ~ more likely, perhaps — applying it 
against trading losses, while in the last resort, in 


insolvency, it would almost certainly be attached by- 


the creditors. The accounting presentation of this 
type of provision all too frequently amounts to 
misrepresentation — to employees, shareholders and 
creditors alike. 

To revert, however, to contractual benefit schemes; 
it is not perhaps surprising — though it may be 
undesirable — that companies without schemes make 
no mention of the fact. It seems altogether surprising, 
in this age of publicity and democracy, of the welfare 
state and labour relations, that the companies which 
do provide benefits for employees so often fail to 


THE ACCOUNTANT 


547 


bring the fact home to the public and their share- 


_ holders. It seems wholly desirable that .the facts 


should be known, and I have tried to consider how 
far this is simply a matter of accounting presentation 
of the facts. 

It would not be difficult to adopt, as common 
practice, the inclusion in the published profit and 
loss account of the amount of pension contributions. 
It would not be difficult to make this a statutory 
requirement. It would be possible, and perhaps it 
would be fitting, to reproduce with the published 
accounts a copy of the trustees’ fund accounts. But 
I greatly doubt whether any of these measures of 
themselves would fill the bill. In fact, I wonder 
whether, from the point of view of the shareholders 
of the company, the question is one of accounting 
presentation at all. 


Has a Company Provided for Pensions ? 


The point, and it seems to me to be a vital point, 
which we want to bring out is whether or not a 
company has provided for the known or probable 
future expense of pensions arising out of its past and 
present operations. In fact, we want to know whether 
there is a large potential, but extra-legal, liability 
hanging over the company. But all businesses are not 
alike, and all conditions of employment are not alike, 
and the mere disclosure of the fact and amount of the 
pension contributions might not of itself be sufficiently 
revealing. I do not think it would. Furthermore, 
Į think it is asking too much of an auditor to expect 
big to judge the amounts set aside for future voluntary 


‘pensions. 


The potential disparity in financial strength between 
a company which has made adequate provision for 
pensions and one which has not is so great, and public 


` wnformation on the matter is so small, that I venture 


to make a suggestion. It is a very simple one, and it 
is this. That the Companies Act be amended so as 
to require directors of public companies to say, in 
their annual report, 

‘whether adequate provision has been made in the 

accounts for pensions expected or intended to be 

paid by the company’. 

It is quite simple, quite wide and wholly pertinent. 
It would bring the position to the notice not only of 
the shareholders but of the board as well. It would 
cover moral -or commercially expedient — pension 


‘obligations which yet have no legal force. And it 


would require disclosures of the fact where future 
premiums for past-service benefits were not included 
in creditors. 

It may be argued that the unscrupulous would find 
means of evading such a requirement. But we are 
thinking not in terms of deliberate evasion of the 
truth but of the brief and clear expression of the 
important facts, and I suggest that, so far as share- 
holders are concerned, the facts in regard te pensions 
can be better presented in a few words than by 
elaborate accounting. 

Mr Foad’s remarks stimulated a brisk and main- 
tained discussion. 
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REVIEWS 


The Dollar 
by Roy Harrod 
(Macmillan & Co Ltd, London. gs 6d net.) 


In this reproduction of the four Sir George Watson 
lectures for 1953, Mr Harrod deals firmly with the 
dollar. The first two lectures are historical in character. 
One traces the dollar’s evolution from its official début 
in 1775 down to the present day. ‘The other outlines 
the Federal Reserve System, a central banking 
organization to control American finances, introduced 
by Congress in 1915. The third and fourth lectures 
consider the international measures — in particular 
the International Monetary Fund and the Bank for 
International Reconstruction and Development — 
which are being taken to curb inflation and to miti- 
gate or remove the threat of world depression. 

Mr Harrod points out that the dollar gap is no 
new phenomenon and that it has lasted, in greater or 
lesser degree, for three-quarters of a century. He 
denounces the 1949 devaluation of sterling and 
certain other currencies as ‘excessive and ill-timed’, 
His remedies are the discriminatory restriction of 
dollar imports and the raising by America of the 
dollar price of gold (which has remained constant 
since 1939) to bring it more into line with other 
post-war dollar prices. It might be difficult to discipline 
ourselves all over again to the self-denial which the 
first of these remedies would involve. It would 
certainly be more difficult to get the Americans to 
acquiesce to the second, even when it is advocated 
with all Mr Harrod’s brilliantly persuasive powers. 


How to Play Your Best Golf All the Time 
by Tommy Armour 


(Hodder & Stoughton Ltd, London. 12s 6d net.) 


It is not often that we review a book on golf in these 
columns. This first book by Tommy Armour ‘is an 
especial pleasure, for he has the virtue of imbuing the 
ever-aspiring golfer with great confidence, so much 
so that even your reviewer has hopes of breaking 
eighty next week-end! 

Perhaps this unparalleled optimism is because 
Tommy Armour is so forthright in his teaching and 
because his explanations are so clear and easy to 
grasp. He drives his points home, too, by printing 
in red certain key actions, such as ‘. . . whip your 
right hand into the shot’, *. . . if you move your head 
you ruin body action’, ‘.. . pause briefly at the top of 
the backswing’, and~a final gem - ‘cultivate a 
smooth waggle for, as the old Scotch saying goes, “‘As 
ye waggle, so shall ye swing”’.’ 

There is no doubt that Edinburgh-born Tommy 
Armour, who will be well remembered as the winner 
of the British and United States Open Champion- 
ships, has written a book of great value to the count- 
less golfers endeavouring to improve their game. 


Guide to Income-Tax Practice 
Murray & Carter 
Seventeenth Edition 


by Herbert Edwards, M.A.(Lond.), assisted by 
Alan M. Edwards, B.Com., F.C.A. 


(Gee & Co (Publishers) Ltd, London. 55s net; 


56s 4d post free) 
The seventeenth edition of this well-known book has 
been rendered necessary by the continued expansion 
of both statute and case law since the appearance of ` 
the last edition, for which two supplements have 
since been issued. 

The present edition incorporates the provisions ofẹ, 
the 1952 Finance Act and the most important case 
decisions up to the end of December 1952, while 
special attention has been given to the important 
subjects of double taxation and unilateral reliefs and 
to allowances for capital expenditure. A feature of ~ 
great value in this work is the copious index which 
makes reference to a particular case a simple 
procedure. 


SHORTER NOTICE 


ILLUSTRATIONS TO INCOME Tax. Supplement to the ` 
Fifth Edition, being a commentary to the South 
African Income Tax Act, 1953, by A. S. Silke, 
M.COM.(HONS.) (CAPE TOWN), C.A.(S.A.). (Juta & Co 
Ltd, Cape Town and Johannesburg. Free.) The 
South African equivalent of our Finance Act fixes 
the rates of tax for the year ended June 30th and 
makes modifications in the law. It does not Doge ie. 
even at setting out algebraic formulas in the 2 

a practice which could well be adopted in England.. 
This supplement sets out the new Act and gives a) 
very penetrating commentary on it, complete with 
arithmetical examples and an elaborate chart setting 
out in convenient form the broad details of taxation 
in the various provinces. 


Ca. 


RECENT PUBLICATIONS 


AN Execuror’s Accounts, by E. Miles Taylor, F.c.a., 
F.S.A.A., S. C. Hough, A.1.8., and O. Griffiths, M.A., LL.B., 
Barrister-at-Law. 11th edition revised by S. C. Hough, 
ALB. xviit498 pp. 6g. 25s net. Textbooks Ltd, 
Harpenden, Herts. 

REGISTER OF SURVEYORS, LAND AGENTS, AUCTIONEERS AND 
ESTATE AGENTS, 1953—54. lvi+1,134 pp. 10 X 64. £2 post 
free. Thomas Skinner & Co (Publishers) Ltd, London. 

HospiraL ACCOUNTS AND FINANCIAL ADMINISTRATION. 
Third edition by Capt. J. E. Stone, C.B.E., M.C., F.S.A.A. 
(HONS.), F.H.A. xxx+866 pp. 9x54. £6 6s net. Faber & 
Faber Ltd, London. "Sa 

REPORT OF THE ANNUAL CONFERENCE, HARROGATE, 1953, 
of the British Institute of Management. 207 pp. 9 X 54. 
4s 6d net. British Institute of Management, London. 

How TO REDUCE ABSENTEEISM BY POSITIVE PLANNING, by 
Oswald Moor, M.A.(CANTAB.), F.INST.D. 34 pp. 74x 54. 
2s 6d net. Blick Time Recorders Ltd, London. 

Time Counts, by Harold Watkins, xit274 pp. 9X54. 
15s net. Neville Spearman Ltd, London. 
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This is the secret... 


--- Of the newest business system 





Throughout the country an ever- 

increasing number of businesses 

are using Translucent Office Forms. 

The Translucent Office Form is the 

basis of the latest and most 

revolutionary Business System. State- 

ments, for instance, can now be copied 

at the rate of 400* or more an hour, 

by an office junior without any 

possibility of error and no checking. 

Monthly statements are consequently 

sent out days earlier and payment 

speeded up. 

This is only one of the unlimited 

applications of this new OZARAPID 

Business System. A considerable saving 

* Where higher production is required is effected in overheads and the 
we have machines which produce over 

2,000 copies per hour. whole office routine is-speeded up. 





H 


The OZAMINOR, the latest: addition to the wide 
` range of Ozalid copying equipment is the only machine 
of its kind manufactured outside U.S.A. Positive Dry 
copies costing less than a penny each can be produced 
continuously from single-sided translucent originals. 
The ‘Ozaminor’ which is streamlined and compact, 
can be operated on any small table and requires no 
skill whatsoever on the part of the operator. ‘This 
equipment is the complete answer to the rapidly 
expanding use of office systems based on direct copies 
from translucent originals. j 





Write, phone or call for 
details of this simple new 
business system 





— — 
J bie Fees 
Mi 


D 


OZALID COMPANY LIMITED. + (Ozarapid Division) 


62 LONDON WALL, LONDON. ECH, TELEPHONE: MONARCH “9321 (I0 LINES) 
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SECOND IMPRESSION NOW AVAILABLE 


ROPER S 
BACK DUTY 
MANUAL 


By A. J. ROPER, B.Sc. Hons. . 
Late H.M. Inspector of Taxes; 
late Inland Revenue Inquiry Branch 


‘It deals with the subject in a practical, straight- 
forward manner, and it is made easier to follow by the 





leg inclusion of theoretical examples `... in 
addition there are several specimen Income Compu- 
BUILDING : SOCIETY tation Charts to be read in conjunction with the text. 


‘The author’s aim was to enable accountants to 

protect their clients from what a judge of the Criminal 

Head Office: Court once described as the insatiable maw of the 

` Treasury, and it would seem that his aim has been 

GRIMSHAW STREET ` BURNLEY fulfilled in this very practical and invaluable treatise.’ 
London Office: ~The National Chamber of Trade Journal. 

102-103 HIGH HOLBORN, WCI 

Price 25s net, by post 8d extra. 


BUTTERWORTHS . 88 KINGSWAY . WC2 


S ASSETS EXCEED £37,000,000 ° Showroom: 11-12 Bell Yard, Temple Bar, WC2 
















Take your hands out of the Firms pockets 


"lr isn’t that you ‘waste e J'Gorter Parratt ? Oh yes, the visible 


r + 


_ your time, nor is your work AZ record specialists. Aren’t they the people 


: slack—but so often I have to ?” who make Vistem ? Well, ask them to call 
` wait for facts and figures which and we will see what they suggest. Incidentally, 
never seem to be in your we could ask them about the stock record ` 
records. We really must systems, too.”’ 
do something about it.’’ 

“Yes, sir. Shall I get 


Carter-Parratt on the 


CARTER-PARRATT LTD., 


33 
telephone? (VISIBLE RECORD SPECIALISTS SINCE 1914) 


IDDESLEIGH HOUSE, 3 CAXTON STREET 


_ —. Wer LONDON, S.W.1 
Koup Telephone: ABBey 3675 
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CORRESPONDENCE 


Letters must be authenticated by the name and address of the writer, not necessarily for publication. 
The Editor does not necessarily agree with, or hold himself responsible for, the opinions expressed. 


Valuation of Shares: In re Holt 


Sir, — I would like to draw attention to a point arising 
out of the article on the valuation of minority holdings 
of shares in private companies by Mr H. Allan 
Astbury, published in your issue of May ist, 1954. 

The article includes a summary of the evidence 
given by me as one of the witnesses for the petitioners 
in In re Holt. On page 474 and at the top of page 477, 
the article sets out, the formula used, based on the 
yields shown by the Actuaries’ Investment Index with 
Ke addition of 1$ per cent for unmarketability and 

strictions on transfer. 

In my view, this formula is suitable for the valua- 
tion of a minority holding in a private company of 
-considerable substance and standing, the shares of 
which might, under appropriate conditions, be intro- 
duced on the Stock Exchange. If these conditions do 
not apply, however, the formula may not be applic- 
able. In the case of a small private company which 
has no particular reputation or standing where there 
is no chance in the foreseeable future of the shares 
being introduced on the Stock Exchange, the dividend 
» yield to be expected would, in all probability, be very 
‘materially greater than that arrived at by the applica- 
tion of the Holt formula. l 

It is important to stress this point because in the 
event of negotiations with the Estate Duty Office to 
agree the value of minority holdings in small private 
companies, it would be undesirable to proceed on 
the basis of the Holt formula as it may result in 

agreéing valuations (which might be used as a pre- 
! cedent) which would be wholly unrealistic. 
Yours truly, 

London, EC 4. HENRY A. BENSON. 
SIR, — In Mr Justice Danckwerts’ judgment, quoted 
in Mr Astbury’s interesting lecture, the following 
words occur: 

‘Having carefully considered the evidence... 
and making the most intelligent guess I can, I have 
come to the conclusion that these shares . . . if sold 
on the hypothetical open market which the authori- 
ties . . . require me to assume, would fetch a price 
of 19s a share,’ 


Since guesswork, however intelligent, is con-. 


 spicuously lacking in judgments in English Courts, 
` one is tempted to imagine that the learned judge may 
have applied something more than a guess to the 
moe before him in this case. 
^A Mr Astbury makes the comment: 
“The judge, therefore, had to decide on either 

178 2d or 25s, or on some figure between the two.’ 

The first figure was the petitioner’s value and the 
latter was the value fixed by the Commissioners. 

In the above-mentioned hypothetical share market, 
had a hypothetical broker approached an equally 


hypothetical jobber and asked him to make a price 
for the shares, the latter might well, in the circum- 
stances, have quoted ‘17s 2d-—25s’. A probate value 
based on that hypothetical quotation would have 
been 19s 14d. Whether we apply the rule de minimis 
non curat lex or echo Mr Mantalini’s forcibly 


‘expressed distaste for odd half-pence, the result is rgs. 


Is it only coincidence that this is the same figure 
as the learned judge’s ‘most intelligent guess’? 
Yours faithfully, 
W. G. CAMPBELL. 
London, EC2. 


On Being Audited 


SIR, — As one whose career corresponds closely to 
Mr E. H. Davison’s, I was interested to read the 
reproduction in your issue of March 2oth of his recent 
lecture on this subject. In an editorial you 
commend his views to practising accountants. 

The work of a professional accountant might be 
expected to develop the practitioners’ innate powers 
of self-criticism, but often it seems to have the 
reverse effect, and our professional brethren, in their 
preoccupation to satisfy themselves with the correct- 
ness of other people’s (usually their clients’) work, 
come to regard themselves as ‘above criticism’. If 
anyone disagrees with their opinion, the contrary 
view is apt to be pooh-poohed. This frame of mind, 
I suggest, is sometimes manifest in your correspon- 
dence columns: for instance, some of the replies to 


Professor Baxter’s reasoned article in your journal 


questioning the advisability of ‘official’ recommenda- 
tions on accounting principles. 

The same frame of mind, I feel, may easily lend 
itself to the herrenvolk conception. Many a client will 
refer to the annual audit as a visitation from such 
legendary gentry; and, to sustain the metaphor, the 
visitors often include a storm-trooper or two. 

Mr Davison invites practitioners to reconsider some 
of their methods — clearly he feels that reconsidera- 


tion is desirable and may be profitable — and tells of 


his being infuriated by some audit clerks’ assumption 
of responsibility for his books and of their ‘correcting’ 
postings for entries with which they disagreed. 

Such tactlessness by the auditors is, I think, 
probably merely a manifestation of the herrenvolk 
mentality of which I can supply two similar instances. 

First, I have known auditors who have ‘certified’ ` 
accounts complete with the date of certification, 
before the board of directors have had an opportunity 
of considering a draft of the annual balance sheet and 
revenue accounts —or decide upon their dividend 
recommendation. 

In another case the typed accounts were received 
from the auditors a few minutes before the directors’ 
meeting. A later comparison with the company’s 
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draft, sent to the auditors some twelve days previously, 
showed that, without any reference to their clients, 
the auditors had made about a dozen alterations. One, 
and only one, of these alterations would have been 
accepted as an improvement to the draft; the others 
ranged from the purely pointless or irritating to the 
omission of certain comparative figures from the 
previous year and the transposition of a series of 
comparative figures. 

These ex cathedra alterations, several of which 
tended to make the draft inaccurate, were the fruit of 
the auditors’ work of up to twelve days. No hint was 
given that any revisions had been considered neces- 
sary and the typed accounts were delivered too late 
for examination by the company’s officials before its 
board meeting. 

It is not suggested that only practising accountants 
are subject to this occupational disease; and it 1s 
readily admitted that even the most serious epidemic 
does not contaminate all practitioners. 


Yours faithfully, 


Cheadle, Cheshire. HUGH TIERNEY, GA 


Wife’s Earned Income 


Sir, — May I call your attention to an anachronism in 
the Income Tax Act in the surviving fiction that a 
husband is responsible for his wife’s tax? In circum- 
stances where the wife is the principal earner and is, 
in fact, therefore the provider of education of the 
children of the marriage and of the maintenance of 
both her own and her husband’s relatives, the law 
still insists that the husband is the person responsible 
for these payments. This is evidenced by the taxation 
reliefs therefor being set off against bie income in the 
first place, which is clearly not in accordance with the 
true position. 

In an extreme case, this may result in the whole of 
the husband’s taxable income being absorbed, leaving 
the balance of the joint income (the wife’s earnings 
less earned income relief and additional personal 
allowance) to receive the benefit of only one moiety 
of the reduced rate gradations. This appears to be 
quite contrary to the spirit if not the intention of 
Section 220. 

Have any other of your readers met this difficulty 
of obtaining relief where the onus falls? 


Yours faithfully, 
R. H. M. 


[The reasons for treating man and wife living together 
as a single taxable unit are set out im extenso in the 
second interim report of the Royal Commission on the 
Taxation of Profits and Income. We are not sure 
whether we can distinguish between the spirit and 
the intention of Section 220. To quote the words of 
Rowlatt, J.: 

‘There is no room for any intendment; there is 

no equity about a tax... .’ 

As we understand it, the object of the doubled reduced 
rate allowance was to encourage married women to 
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take paid employment. This admittedly reduces only 
the total tax bill of the married couple. The allocation 
of the burden is left for mutual arrangement — 
claim to separate assessment. — Editor.] | 


Standard Costs: Small Engineering Firm 


Sir, — In reply to Mr Ford’s letter in your issue of 
May ist, under a standard costing system a standard 
product cost can be produced very easily. All that is 
required is some sort of material specification and 
operation plan for each job. Such a cost can be used 
for a considerable time, depending on the industry 
concerned and can be adjusted by the current 
variances for certain purposes. 

An historical product cost will not be produced 
but I do not agree that this would still be required. 
Presumably managements who require product costs, 
need them (i) as a basis for future estimates for 
selling prices, and/or (ii) as a basis for control of 
expenditure, and/or (iii) for general information. 

In the case of (i) and (iii) the standard product” 
cost adjusted for the current variances will offer a 
sounder basis than historical costs which may include 
an unknown exception. 

In the case of (ii) the historical product cost could 
not be used until it was analysed in detail and the 
exceptions thrown out. Standard costing only con- 
cerns itself with these exceptions from the start. 

With regard to Mr Ford’s last paragraph, the 
handling and pricing of material requisitions and 
operation cards, etc., is not so considerable a clerical 
task because in the case of the former only the special 
requisitions for extra material mentioned by Mr 
Burgoyne need be priced, and in the case of the other 
documents the pricing only has to be done once and 
can then be pre-printed on the documents. 

Yours faithfully, 


Coventry. D SPRAWSON. \ 


Costing System for Slaughterhouse 


Sir, — We are asked to act for a company formed to 
operate a slaughterhouse where cattle, pigs and 
sheep will be brought for slaughter and in some cases, 
subsequent cold storage. 

We shall be glad to have any advice any of your 
readers can give in connection with the necessary 
records to be kept and methods of costing to employ. 

Yours truly, 
HOWARD HEATON & BENDALL. 


Birmingham. 


Bonus Shares: Trust Capital 


The letter signed ‘Barrister-at-Law’ published in ows 
issue of April 24th has given rise to considerable 
interest in this subject. Too many points have been 
raised for ‘Barrister-at-Law’ to deal with them in a 
letter to the Editor, and he has therefore been 
invited to put his views in a contributed article which 
we hope to publish in an early issue. ~ Editor. 
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FINANCE AND COMMERCE 


Broadening new issue activity has led to a rather 
quieter general stock-market business. The under- 
- tone, however, remains firm and confident. 


Vacuum Cleaning 


The fiftieth accounts of the British Vacuum Cleaner 
and Engineering Company Ltd, which we reprint this 
week, are a reminder that vacuum cleaning is a 
twentieth-century development. It. was in root that 
a Mr Cecil Booth invented suction sweeping and 
cleaning. It was he who named his apparatus the 
‘vacuum Cleaner, and the present company describes 
itself as ‘the originators of the vacuum cleaner’. To 
ithe public, it is known as the producer of ‘Goblin’ 
suction cleaners — and washing machines etc. — but 
_there is a wide application of its central vacuum 
“cleaning system, behind the scenes, by which a central 
plant makes suction available through pipeline con- 
nections in buildings, just as electricity is laid for the 
attachment of apparatus at ‘points’. An interesting 
brochure. shows the system in operation in hotels, 
offices, theatres, bus garages, railway stations, 
etc. 
While the company thus describes very efficiently 
what the business has to offer, however, the service 
given. in its report and accounts is not so good. 
Thé fiftieth profit and loss account shows a set- 
back in results. Mr J. J. Hambridge, the chairman, 
states in the report that ‘trading conditions in the 
early part of the year were abnormal and exception- 
ally adverse. These conditions’, he says, ‘substantially 


improved during the latter part of the year and the ` 
improvement has since been maintained’. And in’ 


-view of this, the directors feel justified in recom- 
' mending the usual dividend. 

This is a situation in which the provision of all 
possible information with the accounts is most 
important. But there is a further development in a 
disposal by the company of part of its freeholds. The 
sale produced quite a substantial surplus of over 
£200,000 and it is a matter about which shareholders 
will naturally want to know the details. It would 
seem, however, that the full story is being kept until 
the annual meeting, whereas in these days one looks 
for such information with the accounts. 


cent on the basis of 1 per cent to preference and 
$ per cent to ordinary. Coal nationalization has left 
the company with a deficit on book value of nearly 
£4 million, but taking account of appreciation in the 
remaining assets, there is a net deficit of approxi- 
mately {1-7 million to be dealt with. And this is just 
about the size of the equity. ` 

The scheme, if passed, will cut the £1 preference 
to 16s 8d, of which 15s will be in 6 per cent cumula- 
tive preference and 1s 8d in ordinary. The 4s ordinary 
will be cut to 1s 3d. Reconstitution leaves the capital 
in. {1 preference and 1s ordinary. Preference holders 
are further offered the right in a winding-up to 
repayment at 28s per £r nominal and to a similar 
premium if otherwise paid off. In relative terms, the 
scheme will transfer about 26 per cent of the equity 
to the preference holders. 

In terms of income, the scheme will give prefer- 
ence holders an increase in cumulative dividend of 
approximately {23,800 gross, which is about 28 per 
cent more than they receive at present. 


Nuisance Value 


Not least important in any such scheme is the 
prospect for the future. The directors expect 1953 
profits to come out somewhere near £365,000 before 


‘taxation. They do not feel that they can recommend 


a ‘large distribution’ of profits apart from the prefer- 
ence dividend, but it is part of the scheme that an 
extra 1 per cent on the preference should be paid, 
making the 1953 payment equal to the new cumula- 
tive rate on the reduced capital. They, would also 
recommend 3 per cent on the reorganized ordinary, 
including the ordinary to which the preference will 
become entitled. For 1954, the expected ordinary 
dividend is 6 per cent, and when the {£93,120 of 
funding certificates is paid off by the end of 1955, 
‘substantially increased amounts’ should be available 
for dividends and reserves. 

The board put forward the scheme as fair and 
equitable between the two classes. It is a moot point, 
however, whether the description can be applied in 
a case where a capital deficit is practically the amount 
of the equity and where the equity holders have a 
decided nuisance value. As was pointed out last - 


_ November, it would be possible for the ordinary 


Capital Scheme 


On November 21st, 1953, we reprinted the accounts of 
Amalgamated Anthracite Collieries Ltd and pre- 
- sented the problem, as seen by the chairman, con- 
erning the company’s future capital structure and 
the relative rights of the preference and ordinary 
shareholders. The scheme has now been presented. 
The present capital (see balance sheet in above issue, 
page 575) consists of {2-3 million of 34 per 
cent cumulative preference and {1-7 million of 
_ ordinary. Preference. are entitled to a further 4 per 


shareholders to plough back profits after the 34 per 
cent preference dividend, gradually building up the 
equity by reducing the deficit. They might not neces- 
sarily take this line but they could, and the extinguish- 
ing of their power to do so commands its price. 


Money Market 


Treasury bill applications totalled £405,615,000 on 
May 7th and, maintaining the bid, the market 
obtained 42 per cent allotment. The average rate was 
£2 os 10°84d. This week’s offer is £260 million. 
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ee 
1952 
£ £ 
Capital Authorized 
150,000 Cumulative Redeemable Preference Shares of fl each e Ss SN si -- $50,000 
1,600,000 Ordinary Shares of 5s each A : dë SS Sg Se, Şa .. 400,000 
£550,000 £550,000 
Capital Issued 
150,000 aA per cent Cumulative Redeemable Preference ee of ¿l each, ay paid, pope roe 
150,000 the Company’s option on or after January ei 951 , Sch .. . 150,000 
150,000 600,000 Ordinary Shares of 5s each, fully paid SR e e de Vë a DR 150,000 
300,000 300,000 
Reserves and Surplus 
Capital Reserves: 
145,942 Premium on Shares issued, less Expenses .. 145,942 
24,939 Surplus of Subsidiary Companies’ Assets over the Sterling Cost of their Shares ‘(including pre- 
acquisition profits) . 3a LS Si So Si Ka 23,767 
mee Profit on Sale of Freehold Land and Buildings ia E Sg Ss Ve ‘i Va .- 200,662 
170,88! a7o,c7t 
Revenue Reserves: 
£ £ 
63,330 General .. e d na Sé Kë gp Se. ge re Sé 63,097 
20,000 Stock ., <4 ex s$ sé W 4 va T Si Sé 20,000 
62,500 Staff Pensions .. ee eg Sie e Ka ey Wie dai pa 62,500 - 
145,830 145,597 
` 316,711 515,968 
Profit and Loss Account 
115,839 Balance after providing for proposed dividends and appropriations .. Sé go i ek 74,346 
432,550 590,314 
71,902 Future Income Tax ta ech D gn Sc a SCH SA 24,670 
8,581 Other Shareholders’ Interests in Subsidiaries ` D Sp y4 se E Bi Kë 7,414 
Current Liabilities and Provisions 
$23,910 Bank Loan and Overdrafts  .. SC? D ak Di = Se Sg 7 sa ia 343,251 
360,231 Creditors and Accrued Expenses .. Ve es Kä R e Ss vs be -., 489,725 
804 Unclaimed Dividends .. ex SS e si ie hay. Dë A E sa 766 
51,482 Profits Tax up to September 30th, 1953 is Be D SR T get ee Së 24,197 
14,713 Excess Profits Levy up to September 30th, 1953 .. Ve Së Se sp e SN — 
86,814 Income Tax up to and including 1953-54 ., Sg = SS Kä dé re Si fa 86,458 
6,888 Canadian Taxes a Ki Ss eg a6 9,459 
19,688 Proposed Ordinary Dividend of 25 per cent for the year: — Net . in de ia vg SR 20,625 
1,064,530 974,48] 
€! 877,563 £1,896,879 
Profit and Loss Account for the 
1952 
£ £ 
16,836 Bank Interest bè dh Sa Së Sé és Se Ké D Ra si Sa Ss 21,455 
1,327 Directors’ Fees së re Zi ey ne ve ai EN zi Si Gs 1,450 
13,975 Directors’ Management Remuneration Wi Dë Ka me D dä Sia des as eg 15,028 
14,463 Directors’ Pensions Premiums  .. ee Gg SC Dé ws éi eg E SN Ji 15,537 
27,798 Depreciation .. a Be de ge is Si Ba e ës ee ed rae W 28,152 
142,439 Balance — Net Profit a eg E SE kg o ei gc in e SS Wi bg 
£216,838 £81,622 
£ 
— Net Loss brought down .. 50,463 
Proportion of Subsidiary Companies’ profits and losses s applicable to o Independent "shareholders of Sub- 
593 sidjaries  .. as i é KS Sa . Sg Sa : 307 
16,575 Profits Tax for the year Sg dei SS Se i SS Së es Ze ds ge Dë 9,682 
14,625 Excess Profits Levy for the year .. ka ke Ss H Wes Ge gé Di kg SÉ — 
54,097 Future Income Tax .. by a D iti Ka dk e eg Sch Oe or Sc 7,170 
85,297 {6,852 
ey 1,759 Taxation adjustments up ro 1953-54 e SÉ et e St Sa Si we SS e? 1,129 : 
83 538 15,723 
11,376 Canadian Taxation .. ES vie zA SE Se ot : 12,598 
Capital Reserve - Profit on ‘Sale of Freehold Land and Buildings 2 D Sei es ee a 217,803 
Less Income Tax on Balancing Charge ,. SR Se Ge Se e w a Së 17,141 e 
— 200,6 
6,872 General Reserve... es SG Ex és Wës eg eg de 9 by ka Së H 
pivi neh less tax: 
4,33! 54 per cent Preference Shares — paid ate gx SC si y, di Di se 4,434 
19,688 Ordinary Shares 25 per cent — proposed G 2067 
— Ordinary Shares ~ previous year adjustment due to change in standard rate of income tax .. Ss 937 
24,019 i 25,996 
115,839. Balance to be carried forward SN au es Ss SS a na i TEET D 74,346 
£242,237 £380,095 
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COMPANY LIMITED, AND ITS SUBSIDIARIES 


September 30th, 1953 


at. 


Depreciation 
and amounts 
written off 


1952 


98.764 
2,970 


2,710 
10,606 


43,610 
106 961 


2,269 





267,890 


1,609,673 


£f 877,563 


— 


year ended September 30th, 1953 


1952 
£ 
216,804 


34 


£216,838 





£ 
142,439 
99,798 


—— 


£242,237 


£ 


39,875 - 


571 


1,540 
12,999 


37,659 
79,120 


14,843 
186,607 








Balance of Trading Account after Providing. 195 Expenict other than shown on this Account 


cost 





At Book Value 
'{7 {48 or at 


Fixed Assets 
Freehold Land and Buildings: 


138,639 Act Cost Ss SS Ma Ss SNE 
Leasehold Land and Buildings: 
3,54] At Cost S éi wis Sé SR 
Office Furniture and Equipment: 
4,250 At Book Value, July Ist, [948 ae na ste eh 
23,605 At Cost ad aa a 
Manufacturing and Service Plant and Tools: 
81,269 At Book Value, July Ist, 1948 Sa ia Sa SN 
186,081 At Cost 
Patent“, Trade Marks, Trading Rights and Development Expenses: 
17,112 At Book Value, July Ist, 1948, and cost since 
454,497 
Current Assets 


Cash at Bank and in hand 


Debtors, less reserve (including Workin Progress on Contracts, less £548, d k received on n account) 


Stock-in-trade (at or under cost) 
Expenses in Advance 


Associated Company 
Investment in Shares, at cost 


pete 


. The Canadian Subsidiary’s Accounts have been converted at $2:74/25 to £. 
A In addition to the usual liabilities In respect of current contracts for goods for manufacturing 


ER 


en 


1/7/48 or at 


cost 


£ 


37,627 
3,541 


4,242 
27,936 


81,244 
220,547 


18,634 
393,771 


Led 


purposes the parent company has future commitments in respect of the purchase of plant amounting 
to approximately £2,375 (1/952 £1,350.) 


Surplus on sale of Motor Vehicle 
Transfer Fees SA 


Balance ~ Net Loss 


ah 


4 


Net Profit brought down 

Balance brought forward from 1952. 

Surplus on Sale of Freehold Land and ‘Buildings 

Reserve for Profits Tax, 1952, no longer required 
Reserve for Excess Profits Levy, 1952, no longer required 
Reserve for Income Tax, 1953-54, ne longer required 


£ 


15,858 
751 


J 802 
14,390 


42,934 
99,041 


15,676 
190,452 


n e 





51,554 


1,052,449 
5 


72,475 
5,082 
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At Book Value Depreclation 
and amounts 
written off 


21,769 
2,790 


2,440 
13,546 


38,310 
121,506 


2,958 





203,319 


1,688,560 


5,000 


£1,836,879 





115,839 
217,803 
2,191 
14,338 
-29,924 


£380,095 
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OF CHARTERED 


ACCOUNTANTS IN ENGLAND AND WALES 
SEVENTY-THIRD ANNUAL MEETING 


The seventy-third annual meeting of The Institute of Chartered Accountants in 

England and Wales was held on Wednesday, May 5th, 1954, at the Hall of the 

Chartered Insurance Institute, 20 Aldermanbury, London, EC. Mr James Blakey, 
F.C.A., the President, was in the chair. 


THE PRESIDENT said: Ladies and Gentlemen, as in the 
past, I presume you would wish to take the notice 
convening the meeting and the auditors’ report as 
read? (Agreed.) 

Before proceeding with my address I am sure you 
would like to know whom I have with me on the 
platform today. On my left is Mr D. V. House, the 
Vice-President of the Institute, Sir Nicholas Water- 
house, a Past President, Sir Harold Howitt, a Past 
President, Mr Garton Ash, a Past President, Mr 
Boyce, a Past President, Mr Robson, a Past President, 
and Mr Wilkinson, an Assistant Secretary. On my 
right are Mr Maclver, Secretary of the Institute, 
Mr Freeman, a Past President, Sir Harold Barton, a 
Past President, Mr Gilbert Shepherd, a Past President, 
Sir Russell Kettle, a Past President, and Mr Loveday, 
an Assistant Secretary. 


Her Majesty the Queen 


A few days before I took office as President last June 
my predecessor, Mr T. B. Robson, had the honour and 
privilege of attending Westminster Abbey as the 
Institute’s representative at the Coronation of Her 
Majesty Queen Elizabeth IT. 

Soon afterwards, on July 8th, the Institute held its 
reception in the Royal Festival Hall which was a 
unique occasion affording us an opportunity of meeting 
many friends and giving hospitality to representatives 
of kindred bodies. In a few days time Her Majesty 
will be back in England and I am sure that all members 
will have watched with great admiration the manner 
in which she has carried out her long and arduous tour. 
(Hear, hear.) Our right to the description ‘Chartered 
Accountant’ derives from our Royal Charter and we 
therefore have a special interest in Her Majesty. Her 
return to this country will indeed be a most welcome 
event and I have been honoured as your representative 
by an invitation to attend the luncheon which is being 
given by the Corporation of London to mark the 
occasion. (Applause.) 


Co-ordination 


It is now nearly eight years since a draft Public 
Accountants Bill was approved at a special general 
meeting of the Institute and at similar meetings of the 
other sponsoring bodies. Since then successive presi- 
dents have mentioned; at the Institute’s annual 
meetings, the subsequent developments including the 
abandonment of the original 1946 Bill and, later, the 
abandonment of other draft Bills designed to achieve 
in a simpler manner the objectives of the 1946 Bill. 
If auditing were the only important activity of 
public accountants, there would have been no insuper- 
able difficulties in achieving a suitable Bill. In this 
respect a considerable part of the need for such a Bill 


was removed by the passing of Section x61 of the 
Companies Act, 1948. If Section 161 is amended so 
that the requirements for appointment as auditor are 
extended to include exempt private companies, then 
for all practical purposes the auditing field will be 
confined to the members of the accountancy bodies 
recognized by the Board of Trade and persons properly - 
qualified overseas. You will remember that the Counci 

reported last year that representations for such an 
amendment of Section 161 had been made to the 
Board of Trade by the recognized bodies. Jes 

But even if we achieve this position we are still left 
with the problem which was one of the main reasons 
for the abandonment of the various draft Bills, namely, 
the impossibility of arriving at a satisfactory definition 
of public accountancy. For any statutory restriction 
to be of real use, either to the profession or to the 
public, the definition would have to be wide enough 
to embrace other matters which are a normal part of 
the duties of public accountants, in particular taxation 
work. As accountants, however, we can claim no 
monopoly of taxation work. It has been done for 
many years by solicitors, estate agents, retired Inland 
Revenue officials, banks and others and there is, in my 
view, no possibility of Parliament seeing fit to deprive 
such bodies and persons of the freedom to do taxation 
work merely on the ground that accountants regard 
themselves as the most competent persons to perforar 
such work. Even apart from this basic question, it 
would be extremely difficult to define taxation work, 
which may range from merely showing the taxpayer 
how to fill in his form to the negotiation of complicated 
computations and claims. 

We in the United Kingdom are, of course, not alone 
in having failed to find a solution to this problem. In 
countries in which the profession is ‘protected’ by 
statute and in consequence is subject to considerable 
statutory control, the statutes do not, so far as I am 
aware, confer any monopoly on the profession in 
regard to taxation work. It is doubtful whether there is 
any other country in which.the accountancy profes- 
sion has succeeded in establishing the position it holds 
in the United Kingdom in relation to taxation. 

There is one other possible approach which could 
achieve for the profession a position in relation to 
taxation similar to that which will exist for auditing 
if Section 161 of the Companies Act is extended to all 
companies. I have in mind Section 52 (4) of the 
Income Tax Act, 1952, under which, on an appeal, 
the General Commissioners must hear any accountant, 
defined as ‘any person who has been admitted a 
member of an incorporated society of accountants’. 
This definition, which dates back to 1903, does not 
imply any qualification. It merely requires a person 
to have been admitted a member of an incorporated 
society without any reference whatsoever to the 
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manner of gaining admission to such a society. Indeed, 
as I read the Act it does not even require the person 
still be a member of the society to which he has 


to 
rbéen admitted. The introduction of this provision in 


1903 led, of course, to the formation of a number of 
bodies of which membership could be obtained on 
payment of a subscription and the formation of such 
bodies still continues. 

If Section 52 were amended so that an accountant 
for that purpose would be defined as a person qualified 
for appointment as auditor of a company under 
Section 161 of the Companies Act, 1948, this would 


‘in itself achieve a great deal. It could, however, be 


much more important than the mere. question of who 
has a right to appear before the Commissioners. With 
such a definition for appeal purposes I feel that the 
Board of Inland Revenue would be entirely justified 
in instructing Inspectors to the effect that where 
business profits are involved they should decline to 


‘accept accounts unless prepared or audited by an 


accountant qualified to appear on appeal. Where 
taxation work involves accounts I feel that as account- 


-ants we are justified in claiming that we are the proper 


yi 


people to handle such matters, both in the interests of 
the individual taxpayers and in the general public 
interest. 

I feel that the importance of this matter has increased 
very greatly in recent years because of the continuing 
formation of bodies which can claim to be ‘an incor- 
porated society of accountants’ but whose main 
activity seems to be to pour forth invitations to take 
up membership. Nearly all these bodies have adopted 
for their members high-sounding designations .and 


designatory letters which tend to confuse the public 


and mislead them into believing that their users hold 
some qualification, whereas in many cases the designa- 
tion has been obtained by no more than the payment 
of a so-called examination exemption fee and a sub- 
scription. The founder, president and panjandrum of 


—ene such body has no less than five groups of letters 


after his name (nineteen letters of the alphabet in all) 
none of which J believe would have any significance 


to anyone present at this meeting. (Laughter.) 


As I have said, the danger inherent in this kind of 


thing is first and foremost that the public is misled.. 


A less important though serious danger is that unin- 
formed people are induced to subscribe for member- 
ship on the assumption that this will be to their benefit 
in the accountancy or business world. Our secretary 
told me recently that he had received a letter from a 
West African seeking information about the Institute’s 
requirements for qualification. The West African 
wrote on paper showing at the top his name and in 
full the designations which he had so far acquired, 
undoubtedly by purchase. He proudly claimed to be 
a fellow of two so-called United Kingdom accountancy 
bodies with grandiose names which have no standing 
whatsoever in the accountancy world. This kind of 
a is not good for the United Kingdom. (Hear, 
ear 
I can understand uninformed persons both here and 


‘abroad being misguided into subscribing for member- 


ship of such bodies. What does astonish me, however, 
is to find that a few members of recognized bodies, 
including I am sorry to say the Institute, associate 
themselves with such bodies. Possibly it may be a desire 
to be a big fish in.a small pond but there may be 
another explanation. I myself feel that we may before 
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long have to consider informing our members that 
they will not be permitted to use descriptions or 
letters of such bodies in conjunction with the descrip- 
Ca ée Accountant or the letters A.C.A. or 

The only real solution to these problems is to 
educate the public so that they understand who are 
and who are not properly qualified accountants. 'The 
process of education will not be assisted if chartered 
accountants are found to be adding to their descriptions 
indications that they are associating with such bodies. 
The public cannot be educated by legislation but we 
ourselves can do a great deal by mairitaining the high 
standard of our work and conduct in the hope that 
eventually the public will come to SE the gold 
from the dross. 


Overseas Relations 


You will have seen from the annual report that the 
Council has recently appointed a new standing com- 
mittee known as the Overseas Relations Committee. 
This does not. mean that the Council has only just 
begun to take an interest in the profession outside the 
United Kingdom. The new committee will deal with 
matters which have hitherto fallen partly on the 
Parliamentary and Law Committee and partly on the 


General Purposes Committee. The matters which 


have to be considered have grown considerably in 
recent years both in volume and in importance, and 
it has therefore been thought desirable to place them 
all in the hands of a committee which will concern 
itself solely with overseas matters 

The Institute’s early year-books covering the 1880s 
and 1890s show that right from the start our members 
have done a good deal of ‘trail-blazing’ in other 
countries throughout the world. This tendency has 
never been relaxed and we now have nearly 2,000 
members overseas. The Council clearly has a duty to 
see that any legislation or other developments in an 
overseas country are the subject of appropriate repre- 
sentations if they ate prejudicial to the interests of 
members, It is not merely a question of preserving the 
rights of members who are already overseas. Other 
members may wish to proceed overseas in later years, 
and, indeed, many who are not yet members may wish 
to do so. The Council therefore feels that it must 
view these matters as long-term problems. 

We are experiencing difficulty in English-speaking 
countries no less than in others. As young countries 
develop in stature and older countries develop their 
accountancy profession, there is a natural tendency 
towards controlling the profession, and it is, of course, 
for each country to decide what it considers to be the 
best form of control. Sometimes the proposed form 
of control tends to be detrimental to the interests of 
members of the Institute or our long experience indi- 
cates that it is likely to be prejudicial to the future 
development of the profession in the country con- 
cerned. When this happens the Council does what it 
can to improve matters and takes a wide view of its 
responsibilities in doing so. We do not hesitate to say 
so if we feel that a particular form of control -will not 
ultimately be in the best interests of the country 
coricerned. 

Our policy in this matter has been made quite clear. 
We believe that the ideal arrangement is reciprocity, 
in all parts of the world, of the right to practise under 
the professional designation which the individual 
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accountant has obtained by training, examination and 
experience; and that there should be no restriction on 
the right to enter into partnership arrangements with 
properly qualified accountants whatever may be their 
country of residence. 

In expressing that view to the authorities in overseas 
countries the Council is in the happy position of being 
able to say that this ideal arrangement already exists 
in the United Kingdom. As you know, the only im- 
portant restriction on practice rights in the United 
Kingdom is that imposed by Section 161 of the Com- 
panies Act, 1948, in relation to companies which are 
not exempt private companies. This section empowers 
the Board of Trade to authorize persons who have suit- 
able overseas qualifications and this power is no mere 
façade; the Board readily grants authorization to 
properly qualified accountants overseas when this is 
needed to enable them to accept appointments as 
auditors of public, or non-exempt private, companies. 
The Act does not impose any residential requirement 
as a condition of authorization nor does it impose any 
restriction on entering into partnership with members 
of the recognized United Kingdom bodies. 

It has long been recognized that the practice of 
accountancy is international in outlook, necessarily so 
because of world economic trends. ‘There was an 
International Congress of Accounting as long ago as 
1904. and there have since been five others, the last of 
which was held in London in 1952, when 490 account- 
ants from outside the United Kingdom represented no 
less than thirty-five overseas countries. The next one 
will be held in 1957 in Holland. This shows clearly the 
need for and importance of international co-operation 
on the widest possible scale. As a profession we are 
closely linked with — indeed our existence depends on — 
industrial, commercial and financial activities. In all 
countries these activities have many common prob- 
lems and in so far as accountants can solve or assist in 
solving these problems it is of the first importance that 
there should be available to the profession all possible 
means of exchange of information and experience. 

Such exchanges can readily take place when there is 
general freedom to practise subject only to proper 
professional qualification; that is to say, where there is 
in operation what the Council regards as the ideal 
arrangement. Serious impediments arise, however, 
where restrictions based on nationality or residence are 
imposed and we do not believe that such restrictions 
can ever be in the best long-term interests of a country 
which imposes them. Anything which tends to isolate 
accountants in a particular country from valuable 
contacts which at present exist with accountants in 
other countries cannot be otherwise than detrimental 
to the progress of the profession, both in that country 
and elsewhere. 

_ Where a partnership exists between United Kingdom 
accountants and accountants in an overseas country, 
there is a valuable means of exchanging information 
and experience between the partners. The partners 
resident overseas and the clients of the firm are able 
to consult or communicate with the United Kingdom 
partners and partners in other countries, thereby 
obtaining the benefit of the wide knowledge and 
experience which are acquired by firms having inter- 
national connections. Moreover, these partnerships 
enable members of the staff in one country to be sent 
to offices in other cquntries to widen their experience 
and fit them to play an important part in the future 
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affairs of the profession in their own country and 
enable United Kingdom partners to obtain the advice 
of their overseas partners when this is needed either 
for themselves or their United Kingdom clients. 

You must not suppose that the Council’s interest in 
this matter is merely directed towards protecting the 
interests of the few large firms whose names are house- 
hold words in the profession and whose interests 
extend to many countries overseas. There are many 
members overseas who are not connected with these 
large firms and others who wish to go abroad in the 
future. Moreover, any restriction which affects the 
partners of a firm having overseas connections will 
also affect the staff of that firm. I cannot emphasize 
too strongly that the Council regards its responsibilities 
as relating to every member of the Institute, to future 
members and to the good of the profession as a whole. 
As a provincial President having no overseas con- 
nections myself, it is perhaps particularly appropriate , 
that I should emphasize this point. ` 


Students’ Societies 


As far as I have been able to observe during my term—~ 
of office, the relations between students’ societies and 
district societies are in the great majority of cases 
entirely satisfactory as a result of the measure of co- 
operation which exists between their respective com- 
mittees. There are, however, one or two cases where 
this co-operation does not appear to be so good and 
the following remarks will, I hope, receive particular 
attention where this may be the case. 

Students’ societies are, of course, independent 
organizations and the Council considers that articled 
clerks can obtain valuable experience by learning how 
to run their own affairs. Those who have the responsi- 
bility for directing the activities of students’ societies 
should, however, know that one of the most important 
qualities of management is an ability to make use of 
the experience and knowledge of other people. 

I am, therefore, suggesting that, where this is-ndt™ 
already the case, students’ societies should consider the 
benefits which they may obtain by inviting a few mem- 
bers of the district society to join their committees; 
there is a further advantage if one or two of those 
members are also members of the committee of the 
district society concérned. I am sure that a students’ 
society will find that any such senior member of its 
committee will in no way desire to impose his views 
on the student members of the committee but, on the 
other hand, a senior member can be helpful in getting 
the co-operation and enthusiasm of principals which are 
so important. In this connection it may be mentioned 
that the principal now pays the articled clerk’s sub- 
scription to the students’ society and has, therefore, a 
direct interest in seeing that the students’ society does 
everything it can to encourage and help his articled 
clerks. 


Principals and Students’ Societies 


Another matter which vitally affects the well-being- 
students’ societies is the provision of efficient te 
The honorary secretary of a students’ society has a 
considerable amount of work to perform in the course 
of his duties. Inevitably he must trespass on his own 
time in carrying out these duties. J know that he has 
his examinations always looming ahead and that, in 
addition to office work and his duties as honorary 
secretary, he must have a reasonable amount of time 
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\ask the typist 


Gone are the days when the typist, busy at work ona 
schedule, would try to wave away that urgent letter. 
Now, in a matter of moments, she simply removes 
the long carriage complete with schedule. Your 
letter is typed and the schedule completed later. 
This remarkable Imperial feature of interchange- 
ability applies to platen roller and type-unit as 
well: all three major units are made in varying 





styles or sizes. The typist can rely on one 

"Forget the number of Imperial 65 to do the work of many different 
typewriters. 

our employees," he 

Exclusive Imperial design and expert engi- 

persisted: the chief accountant. neering have made the Imperial 65, above 


thing else, the typist’s typewriter. 
‘Why this improbable feat?' objected i ee SE 
the chairman. "Because the variety j & 
of work performed by Powers-Samas Imperial 


accounting machines makes them an 


~ecsonomic proposition for any size 





of business." 'E.g.?' "E.g. invoicing, 
cost accounting, payroll, sales 
ledgers, stores ledgers etc." 
‘Then let’s send for the Powers-Samas 
people right away. Although we are 
streamlined rather than 
super-colossal, perhaps they can 


streamline us still further. ' 


` There is a range of Powers-Samas punched-card 


equipment for every type of application. 
pt H 


POWERS-SAMAS 


wers-Samas Accounting Machines (Sales) Limited, IMPERIAL TYPEWRITER COMPANY LTD * LEICESTER & HULL 
wers-Samas House, Holborn Bars, London, E. CT. | CRC I7 
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| gi ~/ >» Yomorrow’s 
Ge ys customers? 


They’ve just got engaged and have started 


to plan for the future. Do your products 


Aer 





come into their scheme of things? Are they 
destined to be your customers? Today? 


Tomorrow, perhaps? 


With its strikingly realistic presentation of 
news, its fearless facing of facts, the Daily Mirror 
appeals powerfully to vigorous young readers. In 
fact, the majority of the 4,600,000 or more people 
who buy it every day belong to the younger genera- 
tion. These are the people with the longest buying 
years ahead of them—a generation with the ambition 


to possess better and lovelier things. 


With the biggest daily sale on earth, the Daily Mirror offers you the most 
powerful mass market coverage in the history of daily newspapers at the lowest 
square inch per thousand rate of all national dailies. And—Daily Mirror readers 


A 
are young readers. Your customers Xa a nf 


Be prey 
today—next month—next year. E Ré 
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for sport and other interests. I realize that in the great 
majority of cases principals are most helpful where 

their articled clerks are carrying out this necessary 
Bs a! by allowing it to be done during office hours and 
by: providing facilities for typing and duplicating. 
Where, however, this may not be the case, I would 
ask the principal to reconsider the matter. I also ask 
any principal whose articled clerk may in the future 
be asked to take office in a students’ society to do all 


he can to make acceptance possible. It seems to me. 


that the most convenient time at which an articled 
clerk can be of service to his students’ society is during 
the year after passing the Intermediate examination as 
he is then often able to take a short respite from his 
studies. To avoid the placing of too great a burden on 
one man, students’ societies might, however, consider 
having separate officers responsible for well-defined 
sections of their activities. 

One final point on the subject of principals and 
articled clerks. There is evidence that in the past year 
there has been some improvement in the attendances 
of articled clerks at lectures and other functions 
organized by students’ societies. I am glad to note 
this but still feel that there is scope for a further 
improvement in some cases. It has been noticed that 
there is often a much better attendance at a lecture, the 
subject-matter of which appears to bear directly on the 
examinations. I would, however, like to stress the value 
to the articled clerk of attending debates and lectures 
on subjects of more general interest and taking part in 
visits to industrial and other concerns with a view to 
broadening his knowledge and to fitting him to become 
a useful member of the profession. I ask principals to 
maintain contact with their articled clerks by regular 
interviews on their progress and by enquiring as to 
their attendances at lectures. I now full well that 
office work often makes it difficult for a student to 
attend a particular lecture and that the senior clerk, 
for whom the articled clerk may be working, does not 


always look favourably on releasing him at a time when . 


he may be pressed in completing an audit. In certain 
cases it may, indeed, clearly be to the clerk’s advantage 
that he should not miss the final stages of an audit. 

I should like to stress once again the duty we, as 
principals, owe to the profession in the care to be 
taken in the right choice of an articled clerk, keeping 
in mind the fact that it is on the present generation 
that the future prestige of the profession rests — I 
might almost say its very existence. 

On the student’s part may I suggest that less stress 
should be placed on his rights and a little more on his 
duties. He should not lose sight of the fact that hard 
work and application is the necessary condition of his 
lot and that he must eschew the many distractions that 
lie in wait for him. 

Vu University Graduates 


The Institute’s regulations have always permitted a 
graduate of a university of the United Kingdom to 
serve under articles for three years instead of the normal 
period of five years. If they had to serve the normal 
period of five years they would be twenty-six years of 
age or more before qualifying, and today this would be 
a fairly effective bar to any graduate becoming a member 
of the Institute. We wish to encourage graduates to 
become members and we would like to see an increas- 
ing .proportion..of graduates amongst clerks entering 
into articles. In 1945-the Institute, together-with two 
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other accountancy bodies, entered into what has come 
to be known as the universities scheme which it was 
hoped. would give some encouragement to graduates. 
Of the clerks who enter into articles the proportion of 
graduates to non-graduates is small and it is the same 
today as it was before the war. Whether the univer- 
sities scheme will in time bring about.an improvement 
I do not know but it is an interesting experiment. 
The scheme is administered by the Joint Standing 
Committee of the Universities and the Accountancy 
Profession which recently issued its second report 
covering the eight years from 1945 to 1953. The 
report contains statistics showing the subsequent pro- 
gress in the professional Final examinations of those 
graduates under the scheme who have obtained exemp- 
tion from the Intermediate examinations. These figures 
do not give any great cause for enthusiasm but, as the 
joint standing committee’s second report points out, 
it will be two or three years before sufficient candidates 
have passed through the scheme to enable any reliable 
conclusions to be drawn. 
' The essentials of the universities scheme are, first, 
that the special degree courses include accountancy, 
economics and law as the main subjects and, second, 
that graduates under the scheme may obtain exemption 
from the Intermediate examinations of the accountancy 
bodies represented on the joint standing committee. 
‘There is also another feature which is important though 
not an essential of the scheme. This is the arrangement 
whereby articles may run concurrently with the degree 
course, so that the minimum period of three years 
service in the principal’s office can comprise a period 
before commencement of the degree course, periods 


served during the university vacations, and a period 


after completion of the degree course. The joint stand- 


‘ing committee has itself emphasized the desirability 


of doing most of the service after completing the 
degree course, and a good proportion of graduates 
under the scheme do not enter articles until then. 
The scheme is by no means universally accepted by 
members of the Institute. Some members hold the 
view that a degree course should be no more than a 
continuance of the student’s general education and 
ought not therefore to include a vocational subject such 
as accountancy. They also take the view that it is better 
for the degree to be obtained before articles are entered 
into, so that the whole of the practical training and 
theoretical study for the Institute’s examinations can 
be properly integrated. Those who take this view do 
not consider that short periods in the principal’s office 
during university vacations can be made to serve a 
useful purpose. Similarly, they feel that accountancy 
instruction during the degree course must tend to be 
unsatisfactory in that it is divorced from practical 
experience. These are serious criticisms of the scheme 
and they must be weighed carefully in the light of 
experience. It will, however, be some years before 
sufficient experience has been gained to enable the 
Council to decide whether it feels able to continue to 
support the scheme in its present form. 
_ There is one other important feature of the scheme 
which is criticized in some quarters. This is the grant- 
ing of exemption from the Institute’s Intermediate 
examination, Some members feel that it is much better 
for an articled clerk to take his Intermediate examina- 
tion as a stepping-stone to the Final; particularly as 
the degree examinations, in accountancy are by. no 
means of the same kind as the Institute’s Final exam- 
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ination. Here again, we must defer judgment on the 
soundness of the scheme until we have had a few more 
years experience. 

Some students, however, appear to approach the 
scheme with the wrong idea. They seem to regard the 
degree course as part of the training for membership 
of the Institute. In other words, they seem to suppose 
that the introduction of the university scheme is the 
first step towards using the universities as a means of 
training students for the Institute’s qualification. 
Nothing could be further from the truth. The object 
of the scheme is to encourage graduates to enter the 
‘profession, not to take the profession into the universi- 
ties. ‘There is no desire to persuade any student to take 
the special degree course in preference to any other 
degree course. The facilities of the university scheme 
are there for those who wish to take advantage of them 
but there is no pressure or compulsion. 


Technical Publications 


‘On technical professional matters the past year has 
been one of considerable activity by the Council. In 
particular, we have issued a new recommendation, 
No. XVI, dealing with accountants’ reports for pros- 
pectuses, a statement concerning recommendation XV, 
a pamphlet of notes on the relation of the internal audit 
to the statutory audit, a pamphlet of notes on the 
treatment of profits tax in accounts, and a memorandum 
on estate duty anomalies. In work of this kind, we have 
in the preliminary stages the enormous assistance of 
the Taxation and Research Committee, and I would 
like to emphasize that without the groundwork which 
this committee does so well it would not be possible 
for the Council to undertake the issue of documents on 
technical subjects in anything like the quantity 
achieved in recent years. 

My predecessor told you last year that, before issuing 
a recommendation, the Council has to be satisfied that 
three conditions are fulfilled; first, the substance of the 
recommendation must be approved by an overwhelm- 
ing majority of the Council; second, the recommend- 
ation must be reasonably concise in form; and third, 
there must in the opinion of the Council be a real need 
‘for a declaration on the subject and the document must 
be a real contribution. I think it is true to say that the 
same three conditions apply to any technical statement 
whether in the form of a recommendation or a pamphlet 
-of notes bearing the Council’s name. Sometimes we 
have difficulty in deciding whether the third condition 
-is fulfilled, that is to say, whether there is a real need 
‘for any statement. We were in this position with the 
notes on the relation of the internal audit to the 
-statutory audit, but the reception accorded the notes 
showed that the Council was right in deciding to issue 
‘them. 


Profits Tax 


"Th; notes on the treatment of profits tax in accounts 
-dealt with the most intractable subject which the 
Council has yet tackled. These notes are, I believe, the 
‘most exhaustive — certainly the most exhausting — 
-examination of the accounting implications of profits 
tax which has yet been published. This ill-designed 
tax creates accounting problems incapable of solution 
in any generally acceptable manner. The final con- 
clusion reached in the Council’s notes can, I think, be 
summarized very shortly by saying that in normal 
circumstances there is probably no legal necessity to 
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make any reference to non-distribution relief, but that 
in order to make the accounts as informative as possible 
they should contain an indication that any distribution 
out of reserves would normally involve a charge ` 

profits tax. No one can regard this as a satisfactory; 
solution because there is no practical way of indicating 
to the shareholders any significant figure representing 
the possible future liability. If the profits tax is to 
remain with us—which heaven forbid- the only 
sensible course is to make a fundamental change in 
the law relating to non-distribution relief so that the 
possible future liability to distribution charges will be 
limited to tax on what has in fact been retained since 
the profits tax came into force in 1947. I am sure we 
are most disappointed to find that no provision for 
such a change has been included in the Finance Bill. 


Estate Duty 
In our memorandum on estate duty anomalies we, 


dealt first with two fundamental defects in estate duty ` 


law — the hypothetical basis of valuation and the time 
of payment of duty. We suggested that valuations 


should later be adjusted to net realizations within. 


twelve months; and that instalment facilities should be 
available in respect of the duty on personalty con- 
sisting of a business. These were general suggestions 
affecting the whole field of estate duty. 

Our memorandum then proceeded to deal with 
Sections 46 and 55 — the.notorious sections of the 1940 
Finance Act which relate. to family businesses. The 
suggestions we made were designed to confine the 


operation of these incomprehensible provisions to the - 


circumstances for which they were undoubtedly 
intended, namely, contrivances to avoid duty. 

We feel that these were sound and practicable 
suggestions for removing the major defects. ‘They 
involve no arbitrary discrimination between one type 
of estate and another and they would have removed 
the great bulk of private companies from the mumbo- 
jumbo of the 1940 Act. 

We are therefore naturally disappointed that the 


Chancellor has declined to go further. The 1940 pro- \ 
t 


visions, which a Lord Chancellor was tempted to rejec 
as meaningless when hearing a Lords appeal, are now 
to be cloaked in the amending provisions of this year’s 
Finance Bill and I doubt whether any one of you 
can say with the slightest confidence that he really 
understands Sections 46 and 55 in their new fancy 
dress. 

One proposed change which is reasonably clear — 
at least in intention — is the 45 per cent reduction in 
duty on industrial buildings and plant. Whilst we all 
welcome any step to stop the present discrimination 
against the so-called family business which it is 
admitted plays so large a part in our industrial economy 
and which is deserving of preservation, I hope it can 
be regarded as essentially an interim step towards a 
thorough overhaul of estate duty in the next Finance 


Bill. 
Retirement Benefits 


The second Tucker Committee, which was set up td” 


deal with the taxation treatment of provisions for 
retirement, presented its report in February this year. 
The recommendations contained in the majority 
report will have been welcomed by those in the profes- 
sional class, a class which in my view has particularly 
suffered from the enormous load of taxation which the 
nation has carried since 1939. I make no bones about 
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stating that the country is under an enormous debt 
to the professional classes — doctors, lawyers, engineers, 
scientists, accountants, to name a few examples — men 
“and women who in their younger days devoted thou- 
‘sands of hours of their own time in acquiring that skill 
and knowledge in their respective callings without 
which the modern world could not continue to carry 
on. After qualification their burden becomes no less 
heavy. Continuous study is necessary to keep abreast 
of developments in their callings and for them there 
is no such thing as a forty-hour week. 

It is on this professional class, which has its own 
ideas as to the education and upbringing of its children, 
that the country very largely depends for its next 
generations of professional men. Let me, however, at 
this point make it quite clear that this class — I can 
speak with certainty as far as accountancy is con- 
cerned — is not exclusive and we welcome to our ranks 


„Jany youth with good brains who is prepared to work 


hard and during his training to forgo to a large extent 
those mundane pleasures to which it sometimes seems 
to me too large a proportion of our youth attaches so 
.” much importance. Sacrifice of pleasure is involved but 


" the payment of a premium on entering articles is no 


longer essential and a hardworking, intelligent young 


` man, who has already worked for a year or two in an 


| 


accountant’s office, can expect to continue to receive 
a salary while serving his apprenticeship. 

I have digressed slightly from my subject. In doing 
so I may have served to underline what I believe 
to be the very genuine claim which the professional 


. Classes, by their sacrifice and devotion to duty, have 


on the community as a whole. We have a feeling of 
disappointment that the Chancellor has felt unable to 
implement the proposals in present circumstances. At 
the same time the necessarily complicated nature of 
the proposals is fully appreciated and it is hoped that 
the Chancellor, after further time to study them, may 
have been able by this time next year to put forward 
proposals to implement them. 

Before leaving this subject, I should like to com- 

-ment on the minority report of the Tucker Committee. 
This minority report states that self-employed persons 
are in the majority of cases necessarily possessed of 
capital assets. This may be so in the case of the older 
generations of professional men who prior to the war 
had had many years in practice with income tax at §s 
in the £ and who did not pay surtax until their 1939 
income reached a figure which had a 1954 purchasing 
power of £5,000. With taxation at current rates the 
accumulation of capital is, however, virtually impos- 
sible if the professional man is to maintain any reason- 
able standard of living and to bring up his children in 
a manner which will enable the professional class to 
survive. 

The minority report also states that there is no fixed 
age at which a self-employed person is obliged to 
relinquisn his occupation. In other words, he can go 
on working until he drops dead. That is what is, in 

, happening in many instances today. For sheer 
fousness, I do not think this opinion can be 

‘surpassed. 

Clearly it is not right that there should be such a 
measure of differing treatment between the employee 
of a company, who may himself be a professional man, 
and the professional man in practice who does not seek 
the protection of limited liability. This problem is one 
of vital importance to. the professions and one which 
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I have no hesitation in saying is of equal importance 


to the pi a whole. 
roper Use of Accounts 


Of all the multifarious duties undertaken by public 
accountants, the two which occupy most of our time. 
are undoubtedly the preparation and auditing of com- 
pany accounts and the negotiation of taxation assess- 
ments and claims. These duties bring us into close 
contact with the whole range of business activities on 
which our national prosperity depends and they: lead 
me to offer a few suggestions. ` ` 

Company accounts are essentially stewardship 
accounts for the information of the shareholders. 
Whatever criticisms there may be about the Companies 
Act, 1948, accounts today are unquestionably more 
informative than they were before the Act. They may 
often be more complicated and take longer to read, but 
one only has to look at a few pre-war accounts to 
realize how much more information is now given. 
Unfortunately this desirable development seems to 
have encouraged attempts to make company accounts 
serve purposes for which they are not intended. 

In particular I have in mind the needs of economists. 
Economists use whatever material they can find for 
their engaging studies and in so far as they can make 
use of the information in published accounts they are 
welcome to it. Since the 1948 Act their task must have 
been greatly eased. But let us make no mistake about 
the purpose of the accounts we prepare or audit. We 
must see that they are ‘true and fair’ to the share- 
holders and this is unlikely to be what the economist 
would regard as ‘true and fair’ for his purposes. We 
cannot in my view satisfy the shareholders and the 
economist with the same document. 

This situation is, I think, one of the main causes of 
the criticism we hear from time to time of the ‘historical 
cost’ basis of accounting. Those who advocate other 
bases are often either economists or accountants whose 


`- interests lie more in economic or academic theories 


than in practical affairs of business. 

You will all be aware that early this year the Council 
issued a short statement, following two meetings at 
which our recommendation XV was discussed with 
representatives of other accountancy bodies. The pur- 
pose of these discussions was to consider whether 
there is a practicable and generally acceptable alter- 
native to the existing conception of profit computed 
on the basis of historical cost. No agreement was 
reached between any of the bodies and after the dis- 
cussions had been closed the Council announced that 
nothing had emerged which made it necessary for the 
time being to amend or add to the comprehensive 
review of the subject contained in recommendation XV. 

As a Council we have every reason to believe that. 
recommendation XV is acceptable to the great majority 
of members of the Institute. But it nevertheless pro- 
vides no ground for complacency. The Council was 
at pains to emphasize the limitations inherent in 
accounts and I would like to draw attention to one 
particular passage from the recommendation — here I 
quote: 

‘The results shown by accounts prepared on the basis 
of historical cost are not a measure of increase or decrease 
in .wealth in terms of purchasing power; nor do the 
results necessarily represent the amount which can pru- 
dently be regarded as available for distribution, having 
regard to the financial requirements of the business. 
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. Similarly the results shown by such accounts are not 
necessarily suitable for purposes such as price fixing, 
wage negotiations and taxation, unless in using thern for 
these purposes due regard is paid to the amount of profit 
which has been retained in the business for its main- 
tenance.’ 

I have quoted this passage because much public — 
and particularly political— controversy results from 
failure or refusal to recognize that useful conclusions 
cannot be drawn by merely glancing at the profit figure 
and ignoring all the surrounding circumstances. In 
politics and in industrial relations there is a regrettable 
tendency to use accounts in order to make ‘party 
points’ which no accountant would accept as proper 
conclusions to draw from the accounts. 


Need for Supplementary Statements 
Members of the Institute — whether in practice or in 
industry — would therefore render an invaluable public 
service by urging the publication of supplementary 
statements for the benefit of employees, politicians, 
economists and, of course, shareholders. Such state- 
ments, expressed in simple form and drawn up with 
scrupulous regard for the truth, could go a long way 
towards removing some of the ailments by which our 
national economy is stricken. 

The sort of statements I have in mind are those 
dealt with in the Council’s notes on statistics relating 
to income of and capital employed by companies, a 
short pamphlet issued early in 1951. These notes 
dealt with matters such as capital employed, profits in 
relation to capital, dividends in relation to capital, and 
what are colloquially known as ‘cutting the cake’ state- 
ments and diagrams. There is endless scope for issuing 
informative statements of this kind but they will not 
strike home if they are not in the simplest possible 
form or if they are presented in pictorial fashion with 
too many trimmings and too much colour. No large 
figures, which are often incomprehensible, should be 
‘used, but rather a unit of {1 of product, divisible in 
shillings and pence between labour, materials, expenses, 
taxation, reserves and dividends. 

A further suggestion is, to show that without the 
tools labour cannot function nor can labour provide 
these tools itself but is dependent on.the shareholder 
who is certainly entitled to payment for the loan thereof. 

Therefore, a statement showing the amount of 
capital assets involved divided by the number of 
workers would give some idea of the expensive tools 
required to enable each worker to earn his wages. 

What I am suggesting may, in a way, be compared 
with the various explanatory notes which the Inland 
Revenue issue from time to time, such as those on the 
Income Tax Act, 1945. The Acts must be in statutory 
language and often have to be referred to, but the 
‘ notes are helpful. So it is with company accounts; the 
accounts in statutory form are essential but supple- 
mrsntary statements could be of the greatest value. 


Misconceptions about Profits 


Another important point which needs much greater 
publicity is that the day of the large private capitalist 
has gone. The old idea of companies being owned by 
rich individual shareholders is now remote from the 
facts. There are, of course, still a great many indi- 
viduals on the shares registers, but most holdings are 
small and the holders far from wealthy. This is the 
day of the institutional investor — the banks, the insur- 
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ance, investment and finance companies, which are 
themselves owned by a multitude of small holders, and 
pension fund trustees. Dividend income from industrial 
shares is the life-blood on which millions of men ati 
women depend for the security of their insuranc 
policies and their pensions. The sooner we shake off 
the post-war cloak of sin which seems to surround 
business profits, the better we shall safeguard these 
enormous commitments. 

I regard it as a national tragedy that so much time 
and energy is put into this post-war haggling about 
dividends and profits. The tax net is now so finely 
meshed and widely cast that no one is in real danger of 
becoming wealthy. If profits are distributed they give 
rise to an extortionate profits tax charge and the 
individual recipient pays surtax on the dividend if his 
income is in the surtax range. If profits are not dis- 
tributed there is the risk again of a surtax charge if the 
company is a private one. And in case anyone manages, | 
to retain some part of his pre-war savings (or make || 
current savings — magicians only) then he can always 
rely on estate duty to do the final cleaning up. 
(Laughter.) -~ 

The British working man is no fool and while he j 
will not be driven he can be led. As accountants we | 
can play our part in leading him in the right direction 
by helping him to get the facts about business profits 
in a form he can understand. We must remember that 
without capital there could be no labour and, without 
labour, no capital. Each is complementary to the other. 

What we need today is nation-wide recognition of 
the futility of so much current haggling and party » 
controversy. We shail never regain our national 
prosperity.and leadership by arguing whether profits 
tax should be 20 or 25 per cent or whether this or that 
person is a fraction better off than another. Prosperity | 
will come only from increased production derived 
from greater effort; but we are not likely to get greater 
effort if the individuals who make it find that, after, 
taxation, their reward is not worth the effort. Lowé 
taxation, higher production, respect for healthy profits 
and more freedom to the individual to spend hig 
money as he thinks fit — these are the only sure roads 
to greater happiness and a real increase in the standard 
of living in these islands. 

I am reminded here of what I said about the welfare 
state in my address at the autumn meeting last October. 
My thoughts are still the same as they were then. In 
the long run it is the individual and only the individual 
to whom we must look for our future well-being) 


My Indebtedness to Others 


Without the help and goodwill of so many members 
a president, especially one from the provinces, would 
indeed find his office an intolerable one. 

My thanks are due to the Vice-President, Mr D. V. 
House, for his support and assistance and the know- 
ledge that I could always rely on him to step into the 
breach should occasion arise. 

I should also like to thank my immediate pre- ı 
decessor, Mr Thomas Robson, whose experience and 
example have been a great help to me and I also thank 
all the members of the Council for their support and 
goodwill. 

It is difficult for me without embarrassing them to 
express adequately my thanks to the staff at Moorgate 
Place who have always cheerfully and most efficiently 
given me their help. Particularly, a special word for 
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Mr MacIver, our Secretary, who has accompanied me . 


on my visits not only to the district societies but also 
abroad, his imperturbability and quiet guidance 
raving been a tower of strength to the faltering steps 
of ‘a provincial president. 
It is as well to remember our debt to a most loyal 
and efficient staff which adds materially to the prestige 
of our profession. (Hear, hear.) 


Conclusion 


My year as your President is ‘drawing to its close and 
in a month’s time I shall hand over to my successor. 
It has been a strenuous but very happy year for me 
and I am indebted to the Institute for the opportunity 
to render some small service in return for the many 
benefits I have received from membership. 


May the Institute go on from strength to strength in 
the sure knowledge of its beneficial influence on the 
economic life of our country. (Applause.) 


Ladies and gentlemen, I now formally move the 
adoption of the annual report and accounts of the 
. Institute for the year 1953, together with the auditors’ 
report thereon, and I ask the Vice-President to second 
* that. 


Mr D. V. Houssg, F.c.a. (Vice-President) seconded 
the resolution. . 


THE PRESIDENT: Before I put that to the meeting, 
are there any questions? If so I will do my best to 
answer them. 


DISCUSSION 


Mr F. V. Hussey, ¥.c.a.: Mr President, I am sure that your 
remarks about low-grade practitioners will be particularly 
welcomed in the provinces and I am sure that item 86 in 
the printed report about the advertising of accountancy 
services? has also been welcomed, but this seems to raise 
the fundamental question as to whether or not it is in the 
public interest that individuals should be able to advertise 
accountancy services for taxation purposes. 1 wonder, sir, 
whether you could put that question to the Inland Revenue 
and give the widest possible publicity to the reply? 


‘THE PRESIDENT: We will refer the matter to the appro-. 


priate committee to see what can be done. 

Mr Hussey: ‘Thank you. i 

Tse PRESIDENT then put the resolution to the meeting 
and declared it carried without any dissentient. 

THE PRESIDENT: The next item is to confirm the appoint- 
ment of four members of the Council: to fill vacancies 
arising since the last annual meeting. They are Mr Redvers 
Boulton Leech, Mr Robert McNeil, Mr Philip Vaughan 
Roberts and Mr Mark Wheatley Jones. I move that. 

THE VICE-PRESIDENT: I second that. 


. The resolution was carried without dissentient. 


THE PRESIDENT: The next item is the re-election of: 


-members of the Council due to retire under bye-law 5. 
Mr A. F. CHICK, F.c.a.: Mr President, ladies and gentle- 
men, I have very much pleasure in proposing the re-election 
of the following members of the Council who are due to 
Eege ‘under bye-law 5:'Sir Harold Montague Barton, 
x William Wallace Fea, Mr George Robert Freeman, 
Sir Sydney Harold Gillett, Mr Thomas Buston Robson, 
Mr Kenneth ‘George Shuttleworth, Mr Basil Smallpeice, 
Mr Edward Gordon Turner, and Mr Mark Wheatley Jones. 
‘Mr N. B. Hart, ong, T.D., Den M.A., LL.B., F.C.A., 
seconded the resolution and it was carried nem. con. 


1 Reproduced in The Accountant, May Ist, 1954, at page 491. 
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Mr J. H. MITCHENER, F.c.a.: Mr President, ladies and 
gentlemen, I beg to move: 


*That the auditors, Mr- Geoffrey Bostock, F.C.A., and Mr 
John Myers, F.C.A,, be re-elected as auditors for the ensuing 
year at a remuneration of 250 guineas each.’ 


Mr J. H MANN, M.B.E., MA, F.C.A., seconded the 
resolution and it was carried nem. con. 


SPECIAL MEETING 


‘THE PRESIDENT: That concludes the business of the annual 
meeting and we pass to the special meeting. I assume you 
will take the notice convening it as read? (Agreed.) Ladies 
and gentlemen, you all have before you the resolution and 
as you can see it is for the benefit of our articled clerks in 
their preparation for examinations, and therefore without 
more ado I propose it as it stands on the notice paper, 

‘THE Vicg-PRESIDENT: I have pleasure in seconding that. 
: The resolution was carried without dissentient. 

THE Presipenrt: ‘Thank you, ladies and gentlemen; that 
terminates both meetings. l 


Vote of thanks to the President 


Mr R. P. MATTHEWS, B.COM., F.C.A.: Ladies and gentlemen; 
before we leave this hall I should like to propose a very 
hearty vote of thanks to the President for his services to 
the Instituté during the year and for his helpful address, 
and, if I may sag eo, for the excellent manner in which he 
delivered it. (Hear, hear.) 


It may have been noticed by one or two of you who go 
to annual meetings that I am sometimes asked to propose 
or second some resolution, but I must say that I know of 
no resolution which gives me greater pleasure to propose 


than this one. The work which our President has done for 


the Institute is well brought to our notice in the annual 
report and in the matters he has referred to in his address, 
and those of us who have seen him or heard him from time 
to time know of the hard work which he has put in during 
his year of office for the benefit of the members. We are 
most grateful to him and, if I may put it so, our President 


this year has proved himself a most pleasant and agreeable 


person — (hear, hear)~as of course have all previous 
Presidents. (Laughter.) i 

I mention this because we in London do not always 
know the members of the Council who come from provincial 
cities and towns and therefore when one sees in The 


- Accountant that the next President is Mr Blank from the 


provinces, one is perhaps apt to say ‘Never heard of him’. 
I may say that during the year I have had the pleasure of 
coming across the President in connection with the Institute 
and on other occasions and he has always gone out of his 
way to be most friendly, agreeable and pleasant to any 
member of the Institute whom he met. 


However little some of us in London on this side of the 
table may have known him before his year of office, we are 
very appreciative of his qualities now that his year is drawing 
to its close. I therefore, ladies and gentlemen, have very 
much pleasure in moving that a hearty vote of thanks be 
accorded to the President for his services. during the past 
year. (Applause.) 


Mr C. H. Maan, r.c.a.: Ladies and gentlemen, I have 
much pleasure in seconding that and should like to be 
associated with the remarks which Mr Matthews has made. 
(Applause.) i : 


THE PRESIDENT: Mr Matthews, Mr Mead, ladies and. 
gentlemen, it is with a deep sense of gratitude that I say 
‘thank you’ most sincerely for your goodwill and the 
friendship and friendliness which I have received during 
the year. Believe me, it has been a pleasure to serve you. 
Thank you. (Applause.) l i 

The proceedings then terminated. — 
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MEETING OF THE COUNCIL 


At a meeting of the Council held on Wednesday, 
May sth, 1954, at the Hall of the Institute, Moorgate 
Place, London, EC2, there were present: 


Mr J. Blakey, President, in the chair; Mr D. V. House, 
Vice-President; Messrs H. Garton Ash, opp, M.C., 
W. L. Barrows, Sir. Harold Barton, Mr T. A. Hamilton 
Baynes, Sir Bernhard Binder, Messrs C. W. Boyce, C.B.E., 
W. G. Campbell, P. F. Carpenter, D. A. Clarke, J. Clayton, 
S. W. Cornwell, E. C. Corton, A. S. H. Dicker, M.B.E., 
W. W. Fea, G. R. Freeman, Sir Harold Gillett, M.C., 
Mr P. F. Granger, Sir Harold Howitt, G.B.E., D.S.0., M.C., 
Sir Russell Kettle, Messrs W. H. Lawson, ¢.B.£., R. B. 
Leech, M.B.E., T.D., R. McNeil, K. A. E. Moore, S. J. Pears, 
C. U. Peat, m.c., P. M. Rees, M.C., P. V. Roberts, L. W. 
Robson, T. B. Robson, M.B.E., G. F. Saunders, Gilbert D. 
Shepherd, M.B.E., K. G. Shuttleworth, B. Smallpeice, C. M. 
Strachan, 0.3.z., E. D. Taylor, G. L. C. Touche, E. Gordon 
Turner, M.C., A. D. Walker, Sir Nicholas Waterhouse, 
K.B.E., Messrs M. Wheatley Jones, E. F. G. Whinney, R. P. 
Winter, M.C., T.D., with the Secretary and Assistant 
Secretaries. 


Articled Clerks in Industrial Organizations 


An application under bye-law 58 (c) from an articled 
clerk to serve a part of his articles in an industrial 
organization was not acceded to. 


Articled Clerks engaging in Other Business 


The Council acceded to an application under bye-law 
57 from an articled clerk to engage during his service 


under articles in other business for the sole purpose and 


to the limited extent specified in the application. 


Exemption from the Intermediate Examination 


‘Three applications under bye-law 85 (a) for exemption 
from the Intermediate examination by articled clerks 
who had produced evidence of having graduated by 
taking one of the degree courses approved by the 
‘Council under bye-law 62 were acceded to. 


Tom Walton Prize 


‘The late Mr Tom Walton, a member of the Council 
from 1926 to 1953 and Vice-President from 1938 to 
1942, gave the sum of £400 to provide for a new 
examination prize. 

The award will first be made in respect of the 
November 1954 Intermediate examination to the 
candidate highest in order of merit whose age does not 
exceed twenty-five years, provided that he has not 
obtained the Robert Fletcher or the Stephens Prize. 


Flight Lieutenant Dudley Hewitt, D.F.G., 
Prize 


“Mr C. B. Hewitt has given the sum of £400 2% per cent 
‘Treasury Stoek to provide for a new examination prize 
to be awarded at each Intermediate examination in 
memory of his son, Flight Lieutenant Dudley Hewitt, 
D.F.C., A.C.A., who was reported missing on June 11th, 
1944. 

The award will first be made in respect of the 
November 1954 Intermediate examination to the 
candidate placed highest in order of merit whose age 
does not exceed twenty-five years, provided that he has 
‘not been awarded any other prize. 


THE ACCOUNTANT 


May 15th, 1954 


~ 


\ 
Northern Ireland Grammar School Senior 
Certificate Examination i 


H 
The Council decided that the Grammar School Senior 
Certificate examination of the Ministry of Education 
in Northern Ireland be recognized for the purpose of 
exemption from the Preliminary examination under 
bye-law 78 provided that: 

(i) the person passing the examination has at one 
and the same examination attained in not less 
than five subjects the standard of at least ‘credit’ 
at ordinary level or ‘pass’ at advanced level; 
where these five credits do not include a mathe- 
matical subject, a ‘pass’ in a mathematical subject 
is required at the same examination; 

(it) the candidate has zm the course of not more than 
two examinations attained in not less than_six, 
subjects the standard of at least ‘credit’ at 
ordinary level or ‘pass’ at advanced level, such 
subjects to include: 

(1) English; = 
(2) A mathematical subject. 


Autumn Meeting 1955 


The Council has accepted the invitation of the Liver- 
pool Society of Chartered Accountants to hold an 
autumn meéting on October 6th to 8th, 1955, at 
Southport, 


Finance Bill 


The Council approved the sending to the Chancellor 
of the Exchequer of a memorandum on certain matters 
arising on the Finance Bill. 


Certificates of Practice etc. 
It was resolved: 

(1) That certificates of practice. be issued to the 
following forty-three associates who have commented 
to practise: 

Barber, Martin Charles John, D.F.M.; 1952, A.C.A,; (John, 
Bain & Co), Basildon House, Moorgate, London, EC2. 
Barlow, David Latham; 1954; A.C.A.; (James Barlow & 

Son), 23 Acresfield, Bolton. 

Bartlett, Henry Lawrence; 1936, A.C.A.; Farley Hill, 

Romsley, near Halesowen, Worcestershire. 

Booth, Colin Riley; 1949, A.C.A.; (Rawlinson, Greaves & 

Mitchell), Netherwood Chambers, Manor Row, Bradford. 
Bowen, Gwynfor; 1953, A.C.A; (*Francis, Williams & 

Vaughan), 12 Christina Street, Swansea. 

Britton, John Denys; 1949, A.C.A.; (*H. G. Ellis, Kenne- 
well & Co), Imperial Building, Victoria Street, Notting- 


ham. 

Carder, Frederick William, Junr., T.D.; 1949, A.C.A.; (F. 
Geen & Co), Victoria Chambers, 68 Liverpool Road, 
Stoke-on-Trent. : 

Clark, John Sinclair Martin; 1948, A CA: (*James Meston | 
& Co), 1 Leadenhall Street, London, EC3. 

Coatsworth, Thomas Peter; 1947, A.C.A.; (Davie, Parsons | 
& Co), 6 Bishopsgate, London, EC2. 

Collins, Desmond Francis; 1953, A.C.A.; 84 Falconwood 
Avenue, Welling, Kent. P 

Cooper, Alan Bernard; 1952, A.C.A.; (*Larking, Larking 
& Whiting), 6 High Street, March. (For other towns see 
*Larking, Larking & Whiting.) 

Dawson, Arthur William; 1950, A.C.A.; (Moore & Smalley), 

9 Chapel Street, Preston. 


*placed against a Firm Name signifies that the Firm is not 
exclusively composed of members of the Institute. 
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Edwards, Thomas Walter, B.sC.; 1948, A.C.A.; 7 Chepstow 
Grove, Rednal, Birmingham. 

Entwistle, Trevor Egerton; 1948, A.C.A.; (*Chalmers, 
Wade & Co), 5 Fenwick Street, Liverpool, 2, and at 

"" Birmingham, London, Wells, Weymouth and Yeovil. 

Falconer, George Dobson; 1940, A.C.A.; (Forrester, Boyd 
& Co), 26 South St Mary’s Gate, and Fish Docks, 
Grimsby; also at Brigg, Louth and Scunthorpe. 

Fletcher, Herbert; 1928, A.C.A.; (*Chalmers, Wade & Co), 
2 Royal Terrace, Weymouth, and at Wells and Yeovil. 

Gates, Stanley Albert; 1952, A CA: (H. Graham King & 
Co), 16 Mumford Court, Lawrence Lane, London, ECa2. 

Hall, Lindsay Guthrie; 1947, A.C.A.; (T. A. V. Sutton & 
Co), Exchange Buildings, 24 St Petersgate, Stockport. 

Hawkes, Reginald Ernest; 1953, A.C.A.; 334 Mutton Lane, 
Potters Bar, Middlesex. 

Helliwell, Lionel Edward Armitage; 1947, A.C.A.; (Rawlin- 
son, Greaves & Mitchell), Netherwood Chambers, 14, 
Manor Row, Bradford, 1. 

Heywood, Philip Edmundson; 1948, A.C.A; (*Hill, 

iVellacott & Co), 33-34 Chancery Lane, London, WCa, 
and at Cambridge and Deal; also at Belfast and Down- 
patrick (*Hill, Vellacott & Bailey). 

Hillyer, John Selby, MA: 1945, A.C.A.; (*Hiull, Vellacott 
& Co), 33-34 Chancery Lane, London, WC2, and at 

'7 Cambridge and Deal; also at Belfast and Downpatrick 
(*Hill, Vellacott & Bailey). 

‘Hirst, Alfred Geoffrey; 1949, A.C.A.; (*Charles E. Dolby 
& Son), 11 Dale Street, Liverpool, 2. 

Holehouse, Eric; 1937, A.C.A. (H G. Ellis, Kennewell & 
Co), Imperial Buildings, Victoria Street, Nottingham. 
Holliday, Christopher James; 1951, A.C.A.; (Randall & 
Payne), 4 Rowcroft, Stroud, Gloucestershire, and at 

Melksharn. i 

Hughes, Kenneth; 1949, A.C.A.; (J. & H. S. Metcalf), 10 
St Andrew’s Crescent, Cardiff. l 

Jose, Bernard Gordon; 1951, A.C.A.; (Wilkinson, Chater, 
Kinney & Co), 17 Ship Street, Brighton; also at London, 
(Wilkinson, Chater & Co). 

Miller, Paul Maurice; 1951, A.C.A.; 146 Overcliff Drive, 
Southbourne, Bournemouth, 

Nichols, Maurice Blackburn; 1951, A.C.A.; (Henry Anstey, 

_ Grover & Co), 14 Small Street, Bristol, 1. 

Oxley, Kenneth Wilfrid; 1950, A.C.A.; (Boyce, Welch & 
Co), 3 Piccadilly, Bradford, and at London. 

Pocock, Cyril Archie; 1954, A.C.A.; (*Norman Alexander 

ly & Co), 8 Park Street, Park Lane, London, W1. 

Prince, Michael Eliot Gerald, pa: 1953, A.C.A.; (Prince, 
SE & Co), Palmerston House, Bishopsgate, London, 
EC2. 


Riddell, James Renwick, B.ENG.; 1953, A.C.A.; ("Asbury . 


Riddell & Co), 7 The Square, Shrewsbury, and 
Ellesmere, Ludlow and Welshpool. 


at 


Skinner, Frank Albert Henry; 1950, A.C.A.; (*Fitzpatrick,. 


| Graham & Co), 95a Chancery Lane, London, WC2, and 
| at Paris. 


Smith, David Douglas Rae, M.C., B.A. 1950, A.C.A.; 
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(*Deloitte, Plender, Griffiths & Co), 5 London Wall 
Buildings, Finsbury Circus, London, EC2. 
Sutherland, Bruce Wilson; 1951, A.C.A. (Foster & 


Stephens), 77 Harborne Road, Edgbaston, Birmingham, 


15. 

Sutton, James; 1953, A.C.A; (T. A. V. Sutton & Co), 
Exchange Buildings, 24. St Petersgate, Stockport. 

Tayler, Gordon Charles; 1950, A.C.A.; (Foster, Finn- 
Kelsey & Co), 21 Bank Street, Ashford, Kent. 

Weiss, Gerhard Adolf, B.COM.; 1947, A.C.A.; (W. H. Cork, 
Gully & Co), 19 Eastcheap, London, EC3. 

Whiting, Antony John; 1952, A CA: (*Larking, Larking 
& Whiting), 12 & 13 The Crescent, Wisbech; for other 
towns see (*Larking, Larking & Whiting). 

Williams, Edgar Norman; 1954, A.C.A.; (Williams & Co), 
6 Marlborough Place, Brighton, 1. : 

Williams, Robin; 1948, A.C.A.; (C. J. Ryland & Co), 16-18 
Clare Street, Bristol, 1, and at Weston-super-Mare. 

Wood, Reay Vondi, B.COM.; 1953, A.C.A.; (R. V. Wood & 
Co), 60 Darlington Street, Wolverhampton. 

- (2) That twenty associates be elected to fellowship 
under clause 6 of the supplemental Charter (bye- 
law 31): 

(3) That one associate be elected to fellowship under 
clauses 6 and 3: of the supplemental Charter (bye- 
law 31). 

(4) That one applicant be admitted as an associate 
under clause 5 of the supplemental Charter (bye- 
law 31). 

A list of those who complete their fellowship or 
membership before May 18th will appear in The 
Accountant of May 22nd. 


Registration of Articles 


The Secretary reported that 69 articles of clerkship 
were registered during the month of April 1954 as 
compared with 60 in the previous March. 


Resignation 


The Secretary reported the resignation of: 
Mr Laurence Sidney Argent, R.C.A., London. 


Deaths ‘of Members 


The. Council received with regret the Secretary’s 
report of the deaths of the following members: 
Mr William Frederick Chaundy, F.c.a., Birmingham. 

» Basil Luis Denton, F.c.a., West Hartlepool. 

», Job Nightingale Derbyshire, F.c.a., Nottingham. 

» William Harling, A.C.A., Southport. i 

» Cedric Barker Johnson, A.C.A., Liverpool. 

» Henry Julius Lunt, F.c.a., Manchester. 

» Thomas Edward Milward, A.C.A., St Leonards-on-Sea, 

„ James Johnson Sanderson, A.C.A., Pietermaritzburg. 

» George Frederick Wildash, r.c.a., Worthing. 


FINDINGS AND DECISIONS OF THE DISCIPLINARY COMMITTEE 


Findings and Decisions of the Disciplinary Committée of the Council of the Institute appointed pursuant 
to b::e-law 103 of the bye-laws appended to the supplemental Royal Charter of December 21st, 1948, at . 
r hearings held on April 7th, 1954. 


A formai complaint was preferred by the Investiga- 
Dan Committee of the Council of the Institute to 
the Disciplinary Committee of the Council that two 
members of the Institute in partnership together had 
been guilty of an act or default discreditable to a 
member of the Institute within the meaning of clause 
21, sub-clause (3) of the supplemental Royal Charter 
in that in January 1954 they accepted nomination as 


wë 


auditors without first communicating with the pre- - 


vious auditors, so as to render themselves liable to 
exclusion or suspension from membership of the 
Institute. The Committee found that the formal 


complaint against one of the members had been. 


proved and the Committee decided that he be repri-- 


manded but that there existed special circumstancés 
justifying the omission of his name from the publica- 
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tion of the Finding and Decision. The Committee 
found that the formal complaint against the other 
member had not been proved. 

A formal complaint was preferred by the Investiga- 
tion Committee of the Council of the Institute to 
the Disciplinary Committee of the Council that 
Albert Vause Wilkinson, A.C.A., (a) was on September 
24th, 1953, at Bow Street Magistrates Court con- 
victed as liquidator of a limited company on a charge 
that he failed to send to the Registrar of Companies 
a statement in the prescribed form relating to the 
liquidation of the company contrary to Section 342 
of the Companies Act, 1948; and (b) had been guilty 
of an act or default discreditable to a member of the 
Institute within the meaning of clause 21, sub- 
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clause (3) of the supplemental Royal Charter in that 
he committed contempt of Court in failing to pay 
into the Bank of England to the credit of the liquida- J 
tion account of the said limited company the sum of 
£84 representing assets of the company in his hands 
or under his control as liquidator, so as to render 
himself liable to exclusion or suspension from 
membership of the Institute. The Committee found 
that the formal complaint against Albert Vause 
Wilkinson, A.C.A, had been proved under both 
headings and the Committee ordered that Albert 
Vause Wilkinson, of 4 Holloway Road, Birmingham, 1 
be suspended for a period of twelve months from 
membership of the Institute. 


APPEAL COMMITTEE 


Finding and Decision of the Appeal Committee of the Council of the Institute appointed pursuant to bye- 
law 108 of the bye-laws appended to the supplemental Royal Charter of December 21st, 1948, at a hearing 


held on April 7th, 1954. 


The Appeal Committee heard an appeal against the 
Finding and Decision of the Disciplinary Committee 
of the Council upon a formal complaint preferred by 
the Investigation Committee to the Disciplinary 
Committee that Gerald Henry Davies Soames, 
F.C.A., was (a) on July 30th, 1953, at Bow Street 
Magistrates Court, convicted as liquidator of three 
limited companies on charges in respect of each of 
those companies, namely, that he failed to send to 
the Registrar of Companies a statement in the pre- 
scribed form relating to the liquidation of each of 
the companies contrary to Section 342 of the Com- 
panies Act, 1948, and (b) on November 24th, 1953, 
at Bow Street Magistrates Court convicted as liqui- 
dator of four limited companies on charges in respect 
of each of those companies, namely, that he failed to 
send to the Registrar of Companies a statement in 


-A 
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the prescribed form relating to the liquidation of 
each of the companies contrary to Section 342 of 
the Companies Act, 1948, so as to render himself 
liable to exclusion or suspension from membership 
of the Institute. Having considered the record of the 
evidence given before and documents produced to 
the Disciplinary Committee and having heard a 
solicitor instructed by the appellant and having con- 
sidered evidence on behalf of the appellant, the 
Appeal Committee affirmed the Finding of the 
Disciplinary Committee that the formal complaint 
against Gerald Henry Davies Soames, F.c.a., had been 
proved and the Appeal Committee also affirmed the 1 
Decision of the Disciplinary Committee that Gerald 
Henry Davies Soames, F.C.A., of 6 Martin Lane 
London, EC4, be excluded from membership of 
the Institute. "a 


CHARTERED ACCOUNTANTS?’ 
BENEVOLENT ASSOCIATION 
SIXTY-EIGHTH ANNUAL GENERAL MEETING 


' The sixty-eighth annual general meeting of the Chartered Accountants’ Benevolent 
Association was held at the conclusion of the Institute’s annual meeting. Mr George 
R. Freeman, F.C.A., the President, was in the chair. 


~ Mr C. H. S. LOVEDAY, A.C.A., an Honorary Assistant Secre- 


«tary, read the notice convening the meeting. 


THE PRESIDEN’: Ladies and gentlemen, I assume you will 
take the report and accounts dated February 28th, 1954, 
as read? (Agreed.) 

I shall not detain you for more than a few moments, 
but I have a few things to say. About a fortnight ago we 
received the sad intelligence that Mr J. N. Derbyshire had 
died. He was well known in the profession and had been a 
most generous supporter of this Association. Not only did 
he give a very substantial amount to our funds but he also 
induced his partners to do so, and I think that practically 
all of them are vice-presidents. 

In addition to that, the H. F. Holloway Memorial Fund 


was instituted by him and is of great benefit to many of 
our beneficiaries because it enables us to give them gifts 
in kind at the Christmas season and on other occasions. 
The fund has been increased by £100 during the year and 
for that we are most grateful. F 

One of our activities, which is so ably looked after 
Mr Loveday, is the Crossways Trust, in which we h 
five nominations over three different homes, one in 
Worthing, the second is Ridgemead House, near "Windsor, 
and the third is at Brighton. These nominations are useful 
for people who cannot look after themselves or need some 
assistance in looking after their welfare, financially or 
otherwise. ; 

You will have noticed on the report an inscription in red 
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ink. I do not know whether it is quite proper to put that 

on the report. I am not too happy about it myself, but I 

ink members of the Institute should realize that only 

äer HAD out of 17,885 support this Association. I think it is 

a comparatively poor proportion. (Hear, hear.) I do trust 
that more members will see their way to support us. 

I think the accounts are fairly satisfactory. We have a 
deficit of {209 for the year and even a small deficit in these 
times is a source of worry to the Executive Committee. 
Apart from the Welfare State, there is undoubtedly a need 
for voluntary benevolence and that need will increase as 
the membership of the Institute increases. 

I have one other remark to make. It is in the nature of a 

‘ hardy annual, and it is that we owe a very great deal to the 
, Secretary of the Institute, to the two Assistant Secretaries, 
| to Mr Harvey and to Miss Arkell. I thank them all for the 
` great assistance they have given. The Executive Committee 

always feel that they can rely on the information they 
_ receive from them. 


'_ With those few remarks I move the adoption of the. 


"report and accounts and ask the President of the Institute 
if he will second it. 
Mr James BLAKEY, F.c.a., seconded the resolution and it 
was carried unanimously. 
Mr W. R. MACGREGOR, F.C.A.: It gives me great pleasure 
. to propose: “That the Honorary Auditors, Mr Geoffrey 
Bostock, ¥.c.a., and Mr John Myers, F.c.a., be reappointed 


for the ensuing year and that a vote of thanks to them for 
their honorary services be recorded? _- 

Mr G. D. F. DILLON, B.A., F.c.A.: I have much pleasure 
in seconding that and I am sure it will be unanimous. I 
should like to make a suggestion ~ that we should make it 
a hearty vote of thanks. (Applause.) 

The resolution, as amended, was carried unanimously. 


Mr F. M. GILLIAT, F.c.a.7. Before we conclude this 
meeting, ladies and gentlemen, I think we should be dis- 
courteous if we did not pass a vote of thanks to the President 
of the Association. He has occupied that position, I think, 


for eighteen years and has done much fine work on its 


behalf, nominally, of course, on behalf of the Institute 
although only roughly one-fifth of its members have seen 
fit to assist in this work. We see that the accounts are nearly 
balanced but I have no doubt that the committee would 
be very pleased to receive more. I am sure you will all join 
with me in thanking the President for the way he has 
worked for the Association. (Applause.)-. 

THe CHAIRMAN: Thank you very much for that kind 
vote of thanks. I do take a great interest in this Association 
and I hope it will continue to flourish, I am sure we are 
doing very good work for many people who are in need of 
help and if it were not for the Association, they would be 
in a very much worse position. Thank you all very much. 
~ The proceedings then terminated. 


‘LIVERPOOL SOCIETY 
OF CHARTERED ACCOUNTANTS 
EIGHTY-FOURTH ANNUAL GENERAL MEETING 


The eighty-fourth annual general meeting of the 

Liverpool Society of Chartered Accountants was held 

last Monday, following a luncheon attended by fifty- 

six members. Mr W. P. Scowcroft, A.C.A., President of 
: the Society, was in the chair. 


ii The report of the committee for 1953 shows that ` 


increased activity, which we reported as obtaining in 
the previous year, was maintained. There were four 

“meetings and lectures; two series of lectures for Inter- 
mediate students. and two for Final students, and, in 
addition, two courses of four lectures each for newly- 
articled clerks. All available places were filled at the 
residential courses again organized in conjunction with 

_ the Manchester Society. 

` The reports of the Chester and North Wales Branch 
and the South Lancashire Branch! are incorporated in 
the Society’s report; both also show years of activity. 


| EXTRAGTS FROM PRESIDENT’S ADDRESS 


In the course of his comprehensive address, Mr 
Scowcroft said: 


* Accounts e 


` The accounts of the Society show an excess of expenditure 
over income, before taking the Institute grant into account, 
of £630 against £499 in 1952; this being due principally to 
higher library expenses and to'a loss of £35 on the annual 
ee As you will remember, the grant from the Institute 
is now on the new per capita basis and there is no separate 
dinner grant. The per capita grant leaves us unfortunately 
with a loss of {£113 which we have had to charge against our 
accumulated fund. a 
The knowledge that there would be a considerable excess 
-of expenditure over income for 1953 was forecast at last 
year’s annual meeting and Mr Fullagar then mentioned in 


“1 See also page 569. ` 


his address that the committee had decided that the annual 
subscriptions to the Society should not be increased, at any 
rate for the time being. The position should improve con- 
siderably in 1954 as the increase in our membership during 
1953 — from 477 to 558 — will entitle us to a higher. grant 
from the Institute... . 


Membership 


The increase in membership from 477 to 558, referred to 
earlier, was most heartening. (Hear, hear.) It arose from the 
successful formation of our South Lancashire Branch, to 
which I will refer again later, and to the fact that a number 
of non-practising chartered accountants in the area elected 
to join the Society.. 

As a member not in practice myself, I do welcome these 
new members because I believe our own particular interests 
can be successfully included in the Society’s general 
programme. 

The report of the committee contains the suggestion. that 
a discussion group for members in industry might be 
started next autumn on lines similar to those operating for 
the younger practising members and I commend this to the 
notice of industrial and non-practising members. 

During the year the Society lost four members by death, 
including two Past-Presidents, in Mr W. E. Mounsey and 
Mr Elliott T. Nicholson. Mr Mounsey was the senior Past- 
President of the Society and both he and Mr Nicholson had 
represented the Society on the Council of the Institute. 
Their deaths are a great loss to this Society. 


Branches of the Society 


Both the Chester and North Wales Branch and the South 
‘Lancashire Branch followed the lead of the Liverpool 
Society and elected members not in practice as chairmen 
for 1953. This was, I believe, a most kindly thought to my 
own position, . À , 
The preliminary steps to form the South Lancashire 


_ Branch took place when Mr Fullagar was our President and 


566 


the branch was ultimately formed last September. By the 
end of 1953 the branch membership, including transfers 
from the Liverpool Society, had reached fifty-two ~ a most 
creditable position. (Applause.) 

The Chester and North Wales branch again had a most 
successful year. (Applause.) 


Library 


Mr G. Kenneth Cook, our senior Past-President, who has 
acted as chairman of the Library Committee since 1917 and 
has had virtually continuous service since 1899, has now 
signified his wish to retire from this post. I would like to 
take this opportunity of thanking him on behalf of the 
Society for all he has done, indeed, a record of over fifty 
years’ association with this committee is a truly remarkable 
achievement. (Loud and prolonged applause.) 


Autumn Conference 


You have probably all heard that the Liverpool Society has 
offered to be the hosts at an autumn meeting of the Institute 
to be held in 1955 in the area of the Society and we feel 
very honoured that this offer has been accepted by the 
Council of the Institute. To make this meeting as successful 
as the one held in Liverpool in 1937 will be a big task, but 
I am sure that there will be a ready response from the 
members of the Society when assistance is requested. 
(Hear, hear.) 

I would also like to express our pleasure that Mr 
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Macdonald gave a paper at the 1953 meeting at Scar- 


borough. (Applause.) 
IT 


ELECTIONS 


The following were elected members of the committee: 
Messrs G. N. Fullagar, r.c:a., C. C. Taylor, J.P. 
F.c.A., and S. Morris, F.C.A. 


Election of Honorary Member 


Mr R. W. Bankes, C.B.E., a former Secretary of The 
Institute of Chartered Accountants in England and 
Wales, was elected an honorary member of the Society. 


Vote of Thanks to President 


A warm vote of thanks to the President was proposed 
by the Immediate Past-President, Mr Fullagar, and 
was received with loud applause. Mr Scowcroft 
suitably replied. 


i 


Election of Officers E 


The following officers were elected at-a meeting of the 
committee held last Wednesday: 
President: Mr E. T. Denton, B.A., F.C.A. 
Vice-President: Mr E. N. Macdonald, D.F.C., F.C.A. 7 
Hon. Treasurer: Mr J. F. Allan, F.c.A. 
Hon. Secretary: Mr C. C. Taylor, J.P., F.C.A. 


mg 


NEW LEGISLATION 


All new Acts are noted in this column, together with those Statutory Instruments which are 
of interest to the profession. The date given indicates when an Act received the Royal Assent 
or when a Statutory Instrument becomes effective. Copies of either may be obtained through 

Gee & Co (Publishers) Ltd, 27-28 Basinghall Street, London, EC2, l 


STATUTES 
(2 & 3 Eliz. 2) 
Chapter 22: Consolidated Fund Act, 1954 


An Act to apply certain sums out of the Consolidated 
Fund to the service of the years ending on the thirty- 
first day of March, one thousand nine hundred and 
fifty-three, one thousand nine hundred and fifty-four 
and one thousand nine hundred and fifty-five. 


Price 2d net. March 26th, 1954. 


Chapter 23: Hill Farming Act, 1954 


An Act to amend Section ten of the Hill Farming Act, 
1946, and to provide for the registration of conditions 
applied to cottages under that section. 


Price 3d net. March 26th, 1954. 


Chapter 25: Pensions (Increase) Act, 1954 


An Act to amend Section two of the Pensions (Increase) 
Act, 1944, by abolishing the limit of pension up to 
which increases may be made under that section and 
substituting 10 per cent for the scale of increases 
authorized by that section; and for purposes con- 
nected therewith. 


Price 2d net. April 14th, 1954. 
Chapter 26: British Industries Fair 
(Guarantees and Grants) Act, 1954 

An Act to empower the Treasury to guarantee loans 

and the Board of Trade to make grants to British 

Industries Fair Limited. 


` Price 2d net. April 14th, 1954. 


Chapter 27: Judges’ Remuneration Act, 1954 


An Act to increase the salaries attached to certain high 
judicial offices and to regulate the payments to be made 
to Judges of the High Court in England in respect of 
their expenses when acting under commission§~o 

assize and other commissions. 
Price 2d net. April I4th, ro ECH 


STATUTORY INSTRUMENTS 


The Housing (Improvement Grants) 
(Expenses) Regulations, 1954 
(S.I. 1954 No. 478) 

Claims to improvement grants under the Housing 
Act, 1949, can only be entertained by local authorities 
without the consent of the Minister where the estimated 
cost of the improvement works is neither less than {roo 
nor more than £600 or such other amounts as the 
Minister may for the time being prescribe. £150 and 
£800 were prescribed in substitution for the above 
amounts respectively, by earlier regulations. These 
regulations revoke the earlier ones but again prescribe 
£800 as the upper limit. T'he lower limit, therefore, 
reverts to {100 as provided by the Act. 

(See The Accountant dated May ist, 1954. at page 477). 
Price 2d net. April 21st, 195%. 


The Double Taxation Relief (Taxes on Income) 
(Belgium) Order, 1954 
(S.I. 1954 No. 487) 
The Convention is to take effect for the fiscal year 
1951-52. 
(See The Accountant dated May Ist, 1954, page 478.) 
Price 6d net. 
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FOURTH ANNUAL TAXATION CONFERENCE 
Harrogate, September 17th to 20th, 1954 


The fourth annual conference to be organized by our 
contemporary Taxation will be held at Harrogate 
during the period Friday, September 17th, to Monday, 
September 20th next, when distinguished speakers 
will give addresses on the various phases of the law 
and practice of taxation. The previous conferences, 
held at Eastbourne, Scarborough and Bournemouth 
were highly successful and it is in response to many 
requests that a further conference is being arranged 
this year. 

The conference is again to be under the chairmanship 
of Mr Ronald Staples, Editor of Taxation, and will De 

n principally to members of the accountancy and 

et. professions and to accountants interested in the 
subject of taxation in industry and commerce. 

Preparations for the conference are well in hand and 
special attractions have been arranged for the ladies. 
‘Those attending can be assured of a warm welcome 
to Harrogate. 


Programme 
The following tentative programme shows the events 
which have been arranged to date. All business 
sessions will be held in the Royal Hall unless otherwise 
stated. 


Friday afternoon, September 17th 

Short inaugural address by the conference BE 
followed -by a civic welcome by the Mayor of Harro- 
gate. It is hoped that lady visitors will attend this event. 


Address by Mr Donald L. Forbes, F.c.a., on 


“Taxation of receipts from property’. 
=i Chairman: To be announced. 


Losin evening 
ocktail party in the Lounge Hall, given by the Editor 


‘of Taxation, to which all members and their ladies 
will be invited, 


' Saturday morning, September 18th . 
Mock appeal meeting. Subjects to be announced at a 
later date. 

Commissioners: Mr John B. Leaver, member of the 
Council of the Law Society (Chairman), Mr F. 
Cameron Osbourn, M.B.E., B.A, LL.B., Mr Douglas 
Houghton, M.P. 


Clerk to the. Commissioners: Mr P. H. Lane, LL.B. 
(Leeds). 


Appellants: Mr J. I. Kilpatrick, m.a.(CANTAB.), 
A.C.A., Mr D. Finfer, C.A. 


Counsel for the Appellants: Mr H. Major Allen, 
Tister-at-Law. ' 


Ynspector: Mr R. A. Snook, H.M. Senior Principal 
Inspector of Taxes. 


Accountants: Mr W. G. Adams, F.s.a.a., Mr G. R. 
Lowe, F.c.A., Mr R. L.. Menday, A.a.c.c.a. 


For the ladies: 
A coach tour of the beauty spots around Harrogate. 


Saturday afternoon: 
Address by Mr N. E. Mustoe, Q.C., on ‘Recent 
legislation’. . 

Chairman: Mr C. Percy Barrowcliff, F.s.a.a. (Presi- 
dent of the Society of Incorporated Accountants and 
Auditors). 


Address by Mr Ralph C. B. Lane, M.A., B.SC., FLA., 
on “The design of a superannuation scheme and its 
taxation’. 

Chairman: Sir Harold Barton, ¥F.c.a., member of the 
Council and a Past President of The Institute of Char- 
tered Accountants in England and Wales. 


Saturday evening: 
Civic reception and dance, to be given by the Mayor 
and Mayoress of Harrogate at the Royal Hall. 


Sunday morning, September 19th: 
Divine service for conference members and their ladies 
in St Peter’s Church, Harrogate, conducted by the 
Rev. R. H. Baines, Vicar of St Peter’s and Rural Dean 
of Knaresborough. 

A special eighteen hole medal round golf competi- 
tion for the Taxation Challenge Cup. 


Monday morning, September 20th: 

Address by Mr T. A. Hamilton Baynes, M.A., ¥.C.A,, 
on ‘Death duties: the Holt case — and after’. 

` Chairman: Mr Norman B. Hart, ong, T.D., D.L., 
M.A., LL.B., F.C.A., A.S.A.A. 


Address by Mr John H Lord, c.a., Executive 
Director of Dunlop Rubber Co Ltd, on ‘Effects of 


taxation on business finance’. 
Chairman: Mr Geoffrey A. N. Hirst, T.D., M.P. 


For the ladies: ‘ 


A special conference mannequin parade. 


Special Facilities 


Special facilities will be granted to all members of the 
conference by the Borough of Harrogate. Those who 
desire to attend the conference are invited to make a 
nominal contribution of one guinea per person towards 
the conference expenses. No further charge whatsoever 
will be made and all social functions including tours etc., 
will be free. Those who attend will only be required 
to pay for their hotel accommodation, 


Travel Arrangements 


British Railways have promised to co-operate in 
running a special train from London with restaurant 
car facilities. It would help the organizers if those 
wishing to take advantage of this special facility would 
give early intimation of their willingness to support 
travel arrangements of this kind. 

As registrations for the conference will be strictly 
limited to 1,000 people, those wishing to be present 
are advised to make early application to the Confer- 
ence Secretary, Mr S. E. Banks, 98 Park Street, 
London, Wi, and application forms together with 
details of hotel accommodation will be forwarded on 
request. 
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NOTES AND NOTICES 


Personal 


Mr N. ALEXANDER, F.C.A., F.S.A.A., announces that 
as from May 7th, 1954, he has admitted into partner- 
ship Mr C. A. Pocock, A.C.A., who has previously 
been associated with him. The style of the firm, 
Messrs NORMAN ALEXANDER & Co, 8 Park Street, 
London, W1, will remain unchanged and the practice 
will be continued from the same address. 

Messrs Boater & FLINT, Incorporated Account- 
ants and Auditors, of 5 Regent Street, Park Row, 
Nottingham, announce that Mr ALAN BOALER, F.S.A.A. 
who has been a partner in the firm for forty-two years 
has retired as from April 30th, 1954. The practice 
will be continued by Mr F. W. FLINT, F.s.a.a. and 
Mr H. Hurt, F.s.a.a., and the style of the firm will 
remain unchanged. 

Messrs ATTwoop, BECKLEY & Co, Accountants, 
of 23A Queen Victoria Street, Reading, announce 
with regret the death, on April 26th, 1954, of their 
senior partner, Mr GEORGE FREDERICK ATTWOOD, 
F.S.A.A. The practice will be continued by the sur- 
viving partner, Mr Eric J. 5. BECKLEY, F.A.C.C.A. 
The firm name will remain unchanged. 


Professional Note 
Mr John Corbett, F.c.a., a partner of Peat, Marwick, 
Mitchell & Co, has been appointed a member of the 
committee set up by the Ministry of Agriculture to 
consider what measures might be taken within the 
home timber industry to improve the arrangements 
for marketing produce from privately-owned wood- 
lands. 
Obituary 
JacoB Kay LASSER, C.P.A. 


We have learned with regret of the death in New York 
last Tuesday of Mr Jacob Kay Lasser, C.P.A., of 
J. K. Lasser & Co, Certified Public Accountants, 
New York. A member. of the American Institute of 
Accountants since 1926, Mr Lasser was well known 
as the author of a number of books on accountancy, 
two of the best known, perhaps, being his Handbook 
on Accountancy Methods and Handbook on Cost 
Accounting. He was 57. 


In Parliament 


Excess Prorits TAx: DEFERRED REPAIRS 

Mr Jay asked the Chancellor of the Exchequer 
whether he is prepared to extend beyond March 31st, 
1954, the time limit by which repairs deferred from 
the excess profits tax period must be carried out in 
order to’ qualify for relief from excess profits tax. 

Mr Tonn BOYD-CARPENTER: No, Sir. I would 
refer the right hon. gentleman to the answer given 
by my right hon. friend to my hon. friend the 
Member for Bodmin (Mr D. Marshall) on July 16th, 
19531. My right hon. friend thought it right to 


1See The Accountant dated Angust Ist, 1953, page 143. 


x 
come to a decision at that time so that traders shou... 
be in no doubt about the finality of the date, and he 
is not prepared to vary that decision. 

Mr Jay: Is there not some real hardship in this 
case if it was due to Government action that the 
repairs were deferred? 

Mr BoyD-CARPENTER: The right hon. gentleman 
knows that these expenses relate to a tax which 
itself came to an end in 1946. The original terminal 
date for these claims was 1949. It has been twice 
postponed, and J think we must now wind up this 
tax. 


Hansard, May 4th, 1954. Oral Answers. Col. 179. 
The Institute of Chartered Accountants 
in Ireland 


SPECIAL AND QUARTERLY MEETINGS OF THE COUNCIL__ 


Special and quarterly meetings of the Council of 
The Institute of Chartered Accountants in Ireland" 
were held on April 30th and May rst in Dublin. 

Mr P. Butler, F.c.a., President, was in the chair 
and there were also present Messrs F. Cleland, 
Vice-President, H. E. A. Addy, A. E. Dawson, W. H. 
Fitzsimons, H. Trevor Montgomery, R. P. F. 
Olden, P. J. Purtill, J. Walker and D. McC. Watson, 
with the Secretary, Mr Wm. E. Crawford and the 
Joint Secretary, Mr H. Stevenson, in attendance. An 
apology for absence. was received from Mr G. F. 
Klingner. 

Deaths 
Resolutions were passed tendering the sympathy of 
the Council with: eg 

The widow and family of the late Mr John Bailey, 
Fellow, Belfast, who, at the date of his death on April 4th;, 
was a member of the Council, and a pas‘ president.of the ° 
Institute. 

The widow and family of the late Mr Eamon T. 
McCarron, Fellow, Dublin (a former member of the 
Council), whose death occurred on May rst. 

The death of Mr Thomas E. R. McDonald, 
associate not in practice, Belfast, on April 15th, was . 
reported and noted with regret. 


Fellowship 
Mr John McCartney, associate in practice, Belfast, 
applied for and was admitted to fellowship. 


Associates in Practice 
The following members were admitted to practice: 
Messrs Gordon Buttanshaw (Dublin); Ronald T. Graham 
(Belfast) Robert Cochrane Irons (Ballymena); Stewart 
Leonard Morris (Dublin); John Reginald ee 
(Dublin); James Edward Nelson (Belfast); and Jame 
Meldrum Howie Russell (Dublin). . , 


Membership 
Mr John Anderson Milliken, a member of The 
Institute of Chartered Accountants of Scotland, 
applied for and was granted exemption from the 
examinations of the Institute and was admitted to . 


Mag 15th, 1954 


| membership as an associate in practice, under 
| bye-law 82. 


d Industrial Taxation Committee 
a statement of evidence for submission to the 
Industrial Taxation Committee established by the 
Minister of Finance in the Republic of Ireland pre- 
pared by a subcommittee of the Council was con- 
sidered and approved. 


Examination Committee 
All the members of the Council were appointed to 
‘the Examination Committee for the ensuing year. 


Investigation Committee 
The following six members of the Council were 
appointed to the Investigation Committee for the 
current year, under bye-law 108: 
essrs P., Butler, President, H. E. A. Addy, A. E. Dawson. 


W.-H. Fitzsimons, H. Trevor Montgomery and P. J, 
Purtill. 


Examinations 

‘It was reported and noted that 171 entries had been 
received for the examinations commencing on May 
18th — an increase of three compared with the total 
for May 1953, thus: 


BE e 





Inter- 
mediate Final Total 
At the Dublin Centre 62 49 III 
At the Belfast Centre 27 33 60 
89 82 17I 


Kaanaan =a" — 


Twenty -fifth National Cost Conference 


The Twenty-fifth National Cost Conference of the 
Institute of Cost and Works Accountants is to be 
Heid at The Prince of Wales Hotel, Southport, on 
May 27th, 28th and zọth. Members will assemble 
on ‘Thursday, May 27th, when, in the evening, there 
will be a reception by the Mayor and Corporation 
of Southport, followed by dancing. 

On Friday, May 28th, the proceedings will com- 
“mence with the presidential address by Mr F. W. H. 
| Saunders, F.c.w.a., followed by a technical session 
when consideration will be given to a paper entitled 
‘The accountants’ contribution to increased pro- 
ductivity’ to be submitted by Mr H. J. Furness, 

'F.C.W.A, chief cost accountant of Hoover Ltd. 
Mr Jan T. Morrow, C.A., F.C.W.A., deputy managing 
director of the Brush Electrical Engineering Co Ltd, 
will be in the chair, and the discussion will be opened 
be Mr Francis Simmonds, F.C.W.A., secre and 
chief accountant of K. SL Steelfounders and 
Engineers Ltd. 

Sen afternoon session on Friday will take the form 
of a panel debate on “The influence of the size of a 
business on costing technique’, and the speakers 
will be Mr J. A. Scott, C.A., F.c.w.a., chief financial 
executive of Hayeshaw Ltd, Manchester; Mr H. P. 
Court, F.C.W.A., a consulting cost accountant, and 
Mr J. "Hilton, F.C.W.A., a consultant with the Wallace 
Attwood Company of London. The chairman will be 
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Mr W. Bishop, C.A., F.c.w.A., senior partner in the 
firm of Wm. Bishop & Co, of Edinburgh. During 

the evening the annual banquet of the Institute will 
be held, followed by entertainment and dancing. 
The thirty-fifth annual: general meeting of the. 
Institute will take place on the following day. 


Revenue Paper, Easter Sittings, 1954 


COURT oF APPEAL 


The following cases are down for hearing in the 
Court of Appeal: 


Sharkey v. Wernher. ~ 

G. H. Atkins & Son v. Clayton. 

Samuel Cusick Ltd v. Ryan. 

Bramford’s Road Transport Ltd v. Evans. 

A. & J. Mucklow v. C.LR. 

-The Camille & Henry Dreyfus Foundation me v. C.LR. 
Edwards v. Bairstow and Harrison. 


CHANCERY DIVISION 


The following cases are down for hearing in the 

Chancery Division: 

J. W. H. Brocklebank (Inspector of Taxes) v. The Raw 
Cotton Commission. 

Westminster Bank Ltd v. C.LR. 

G. R. W. Mitchell (Inspector of Taxes) e, The Rev.. P. 


Mayhew ; 
‘Granville Building Co Ltd v. R. 5. Oxby (Inspector of 


Taxes). ~- 

P. H Andrews (Inspector of Taxes) v. W. C. Gissane. 

Captain John Macdonald-Buchanan v. C.LR. 

C.LR. v. Lactagol Ltd. ; 

C.LR. v. Tate & Lyle Ltd. 

Stow Bardolph Gravel Co Ltd v. D. H. Poole (Inspector 
of Taxes). 

R. M. Owen (Inspector of Taxes) v. The Southern Railway 
of Peru Ltd. 

Stratford-on-Avon Picture House Co Ltd v. C.LR. 

D. E. Moorhouse (Inspector of Taxes) v. Bruce Dooland. 

C.LR. v. The Butterley Co Ltd. 

Oscar Louis Spedding v. B. E. V. Sabine (Inspector of 
Taxes). 

Elsie Bambridge v. C.I.R. 

C.I.R. v. The Pullman Car Co Ltd. 

A. C. Burton v». R. B. Rednall (Inspector of Taxes). 

C.I.R. v. Thomas Dadswell. 

F. R. Severne (Inspector of Taxes) v. Thomas Dadswell, 


Kä 


South Lancashire Branch of the 
Liverpool Society of Chartered.Accountants 


The first annual meeting of the South Lancashire 
Branch of the Liverpool Society of Chartered 
- Accountants was held last month at The Patten Arms 
Hotel, Warrington. 

The report of the committee states that membership 
of the branch, which was formed in September last 
year, numbered fifty-two at December 31st — a very 
encouraging total. - 

Two meetings have so far been held. The first was 
on November 4th, when members visited the works 
of Messrs Pilkington Bros Ltd at St Helens, the 
programme including a film on glass-making, a tour 
of the works and a discussion on industrial account- 
ing problems. At the second meeting, which was held 
in Warrington, Mr G. F. Saunders, F.C.A., a member 
of the Council of the Institute, gave a lecture on “The 
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problems of the practising accountant’, which was 
followed by an interesting discussion. 

The following officers have been elected for 
1954-55: 

Chatrman: Mr D. R. Newman, A.c.a. (Warrington). 

Vice-Chairman: Mr C. A. Hunter, A GA. (St Helens). 

Hon. Treasurer: Mr L. A. Pardey, F.c.a. (Wigan). 

Hon. Secretary: Mr F. Potts, a.c.a. (Wigan). 

Hon. Auditor: Mr F. Llewellyn Davies, F.c.a. (War- 
rington). 

Committee: Messrs W. I. Livesey, A.C.A. (St Helens); 
E. B. Marston, a.c.a. (Warrington); F. Neatham, F.C.A.. 
(Warrington); J. C. Richards, M.A., A.C.A. (St Helens); and 
E. Watkinson, a.c.a. (Wigan). 

The annual meeting was followed by an informal 


hot-pot supper, which proved to be a very pleasant 
occasion. 


Chelmsford Chartered Accountant Students 


The fifth annual dinner to be held by the Chelmsford 
Chartered Accountant Students took place at The 
County Hotel, Chelmsford, on Friday, April gth. 
Sir Harold Gillett, M.C., F.c.a., a member of the 
Council of the Institute and President of the London 
Students’ Society, was the principal guest. 

Mr Basil H. Bright, President of the Chelmsford 
and District Law Society, proposed the toast of “The 
Institute of Chartered Accountants in England and 
Wales’ and spoke of the reputation of integrity 
enjoyed by the allied professions of the accountant 
and solicitor. 

Responding, Sir Harold Gillett emphasized the 
interest of all members of the Council in the welfare 
of articled clerks. He went on to refer to the seventy- 
fifth anniversary of the Institute in May 1955 and 
spoke of the ever-increasing part played by account- 
ancy in modern commerce. 

Mr R. Walker, A.C.A., proposed the toast of “The 
Guests’, and Mr F. L. Lambert, F.c.1.1., responded. 

The toast of the ‘Chelmsford Chartered Accountant 
Students’ was proposed by Dr K. Smith, M.sc.(Econ.), 
who referred to the work of the students’ societies 
and commented on the degree of specialization in 

all types of vocations today. 
` The response was by Mr J. D. Copsey, A.C.A., 
secretary. of the Chelmsford Chartered Accountant 
Students, who spoke of the progress of the Associa- 
tion during the past five years. 

The evening closed with entertainment by Nora 
Kennett, with Joan Brandon, accompanist. 


The Preston and District 
Chartered Accountant Students’ Society 


The report for 1953 of the Committee of the Preston 
and District Chartered Accountant Students’ Society 
records a membership at the year-end of ninety-one. 
During the year a number of lecture meetings were 
held for Intermediate and Final students, and these 
were well attended by members living within reason- 
able travelling distance of Preston. In November, a 
party of students spent a most interesting afternoon 
visiting the works of Vickers Armstrong Ltd at 
Barrow-in-Furness, while a further enjoyable occasion 
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was a lively debate with the Law Students’ 

Society on the motion that ‘Words tell fewer. lies 

than figures’. The decision was in favour of figuxgs. 
At the society’s sixteenth annual meeting, hid 

at the Reform Club, Preston, on April 24th, the 

following officers were elected for the year 1954-55:. 
President: Mr W. Hare, Junr., M.A., F.C.A. 


Hon, Secretary: Mr C. H. Billington, 7 Winckley Square, 
Preston. 


Hon. Asst. Secretary: Mr P. R. Rawson. 
Hon. Treasurer: Miss V. J. Aldrich. 
Hon Asst. Treasurer: Mr M. I. Thompson. 


‘Oxford University Appointments 
Committee 


In August last year the Men’s and Women’s Appoint- 
ments Committees of Oxford University were 
amalgamated. The Committee’s report for rege 
states that the effect of this has been to give certain 
administrative advantages to the women’s secretary 
and to remove the need for employers to deal with 
two separate organizations. 

During 1953 there were 1,038 new men registrants 
seeking their first appointment and the total number ' 
registered with the men’s secretaries was 2,888 — the 
comparative figures for women were 213 new regis- 
trants, making a total of 645 registered with the 
women’s secretary. Of the 6,675 vacancies for men 
recorded, 3,425 called for candidates with scientific; 
qualifications; nevertheless, the demand for arts men 
for industry and commerce remained firm. In this 
category, 83 per cent of notifications revealed interest 
in how the candidate worked and what part he played 
in college and university life, rather than in the subject 
he read. i 

The women’s secretary Gage Eer interviews _ta' 
candidates during the year. A total of 590 vacancies 
were notified and 198 appointments were obtained; 
this compares with 155 in 1952. An interesting featura 
in 1953 was the increase in the number of women 
entering’ the teaching profession-—61r permanent 
posts were filled compared with 32 in the previous 
year. 


Chartered Accountants’ Golfing Society 


The fifty-fifth annual general meeting of the 
Chartered Accountants’ Golfing Society was held at 
Sunningdale Golf Club, Sunningdale, Berkshire, on 
Thursday, May 6th. The audited accounts for the 
year to March 31st, 1954, were approved and adopted 
and the following appointments were made for 
1954-55: 

President: Mr J. B. Pittman, F.c.a. 

Vice-Presidents: Messrs D. V. House, F.c.a., and R. J., 


Pigott, F.C.A. - 
Captain: Mr J. S. Hyland, F.c.a. Da 
Vice-Captain: Mr L. E. Parsons, F.C A. 

Hon. Secretary and Treasurer: Mr D. V. House, F.C.A. 

Hon. Match Secretary: Mr J. B. P. Williamson, F.C.A. 

Hon. Auditor: Mr J. S. Hyland was reappointed and a 
vote of thanks was passed for his services in auditing the 

accounts. g 
Committee: Messrs C. G. Midgley and J. B. P. Williamson 

were re-elected to the committee. 
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Fifty members took part in the competitions played 
during the day, the leading results being: 


e MEDAL COMPETITION (Stableford scoring) 
“Tf. Beresford (7) 27 + 64 = 334* points 
M. Stuart-Smith (17) 18 + 14§ = 326T 
T. R. T. Bucknill (11) 23 + of = 32$ 


33 


S. L. Forwood (12) 22 + 10 = 32% _ ,, 
F. Green (11) 22 + of = 31% ,, 
R. G. Pegler (5) 27 + 4% SC 314 D 
J. B. Pittman (10) 22 + 8! =308% ,, 
H. E. Harden (12) 20 + 10* = 30% ,, 
L. R. Elcombe (17) 15 + 144 = 29% ,, 
S. W. Penwill (18) 14+ 158 = 29% ,, 
R. D. Henderson (5) 25+ 4$ = 292 ,, 
J. C. Sheldrake (3) 26 + 2$ = 288 ,, 


*Wins Captain’s Prize and Scratch Prize for best 
score over last.g holes after a tie with R. G. Pegler. 
+ Wins second prize. 

GREENSOME STABLEFORD 


PB Lake (8) and J. C. Sheldrake (3) 33 points* 
~J: H. L. Davies (15) and P. Wand (12) 32. a T 
3 J. E. Barris (4) and R. G. Pegler (5) St ý 
S. G. Sillem (3) and J. B. P. Williamson (8) 31 ,„ 
5 T. E. Breakell (1x1) and H. E. Harden (12) 30 , 
_- R. A. Daniel (9) and F. Green (11) 30 


*Win first prizes. tWin second prizes. 


American Institute of Accountants 


BREAK-DOWN OF MEMBERSHIP 
Nearly every fourth member of the American 
Institute’s 22,000-plus membership is now an em- 
ployee of a public accounting firm, according to a 
year-end review of its records. 

Partners and individual practitioners (11,745) com- 
prise the largest class of members; employees of 
accounting firms are the second largest (5,761). 
Other classifications include employees of private 
corporations (3,794), government employees (569), 
teachers (371), and members in military services (79). 

he total A.I.A. membership on December 31st 
was 22,440. 
(From The Journal of Accountancy, New York, 
“March 1954.) 


Incorporated Accountants’ 
Hull & District Society 

The Incorporated Accountants’ Hull and District 

| Society held a very successful students’ course 

during the week-end April 2nd to 4th. Over sixty 

' students and members were in residence at Thwaite 

- Hall, Cottingham, by kind permission of the Univer- 
sity College of Hull. 

Lectures were delivered by a number of eminent 


speakers and among the guests present were Mr- 


Bertram Nelson, F.s.a.a. (Vice-President, The Society 
of Incorporated Accountants and Auditors); Mr H. I. 
Loten, M.B.E., J.P. (Chairman of the Council, Uni- 


versity College, Hull); Mr C. Meggitt, M.A. (Registrar, 
University College, Hull); Mr D. Campbell B.A. 
(Assistant Registrar, Property and Works, University 
College, Hull), and Mr J. Temperley (H.M. Inspector 
of Taxes). 

Speaking at the concluding meeting, Mr R. L. 
Davy, F.S.A.A., President of the District Society, 
said he was quite sure the course had achieved its 
purpose, which was to enhance professional know- 
ledge and relationships and to exchange ideas. 


The Association of Certified and 
Corporate Accountants 


SHEFFIELD AND DISTRICT STUDENTS’ SOCIETY 


The Committee of the Sheffield and District Students’ 
Society of the Association of Certified and Corporate 
Accountants has arranged to hold a week-end school 
at Wortley Hall, near Sheffield, from Friday evening, 
May 28th, to Sunday afternoon, May 3oth. 

Mr V. S. Hockley, B.COM., C.A., A.A.C.c.A., will be 
director of studies and the subjects to be covered will 
include company accounts, executorship law and 
accounts, auditing, income tax, and mercantile law 
and costing. 

On the Saturday evening a ‘brains trust’ will be 
held and examination certificates will be presented to 
Mr A. C. Donald and Mr Alec Thorpe, successful 
students at the December 1953 examinations. 

Inquiries regarding the school should be addressed 


‘to Mr Frank T. Shaw, 6 Rushley Road, Dore, Sheffield. 


Institute of Cost and Works Accountants 
HAMPSHIRE BRANCH DINNER 
The Hampshire Branch of the Institute of Cost and 


“Works Accountants held their first annual dinner at 


The Court Royal Hotel, Southampton, on April 22nd, 
the Branch President, Mr C. H. Durman, F.c.w.a., 
presiding. Among those present were: . 

Mr F. W. H. Saunders, F.c.w.a; (President of the Institute); 
Mr S. J. D. Berger, M.C., F.c.1.s. (Director of the Institute); 
Mr C. F. Carr (Editor and General Manager, Southern News- 
papers Ltd); Mr F. Platts, A.s.a.a. (Deputy County Treasurer, 
Hampshire County Council); Mr W. H. Haddleton, F.c.1s. 
(Chairman, Hampshire and Isle of Wight Branch, The 
Chartered Institute of Secretaries); Mr A. W. Muse, F.C.W.A. 
(a Past-President of the Institute) and Dr J. M. S. Risk, 
F.C.W.A. (Chairman, Hampshire Branch). 

Proposing the toast of “The Institute’, Mr Carr 
said that during the past year full status had been ` 
granted to the branch which had originated in 1931 
as a students’ society in Portsmouth. 

In the course of his reply to the toast, Mr Saunders 
commented that costing should not be designed to 
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make men work harder, but to make their work more 
productive and more profitable. He believed there 
was scope for proper costing in every phase of 
business. 

The toast of ‘The Hampshire Branch’ was proposed 
by Mr Berger, and Mr Durman and Mr Muse, both 
founders of the Branch in 1931, responded. 

Dr Risk proposed the toast of “The Guests’ and 
Mr Platts replied in an entertaining speech. 

At the branch annual meeting, which preceded the 
dinner, Dr J. M. S. Risk was elected president for 
the year 1954-55, Mr K. B. Tennant, F.c.w.a., 
chairman, and Mr H. K. Wilkes, F.c.w.a., vice- 
chairman. Mr L. C. Bone, A.c.w.a., was re-elected 
hon. secretary and Mr V. J. Smart was appointed 
hon, treasurer. 


The Junior Chamber of Commerce 

for London 

The Junior Chamber of Commerce for London, 
operating under the auspices of the London Chamber 
of Commerce, was formed just over a year ago to 
enable young business executives and professional 
men to meet together to discuss and take an active 
interest in industry and commerce and civic and 
world affairs. 

In this first year, members have enjoyed a full 
programme of events which has included talks by 
eminent speakers and discussions on a variety of 
topics. In addition, three technical committees were 
formed under the general classifications of industry, 
commerce and overseas trade, to study and report 
on more specialized subjects. There were also visits 
to places of interest. 

In common with thirty-three others situated in 
the larger towns and cities in this country, the 
Chamber is affiliated to the National Council of 
British Junior Chambers of Commerce which is a 
member of the Junior Chamber International — a 
world-wide organization having some 250,000 mem- 
bers. , E 
Membership is open to business men under thirty- 
eight years of age who are holding, or training for, an 
executive position in industry, commerce or its 
equivalent in one of the professions, and offers an 
almost unique opportunity to the younger man to 
meet his contemporaries engaged in vocations other 
than his own. 

General meetings of the Junior Chamber are held 
at the offices of the London Chamber of Commerce, 
69 Cannon Street, EC4, and the honorary secretary 
is Mr J. L. Turner, a.c.a., of Messrs Whitmarsh 
Turner & Co, Chartered Accountants, 46 Brook 
Street, London, Wr.” 
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The Bowater Papers: Paper Values 
The third issue of The Bowater Papers lives u 


to 
the description that we applied to the first ss ia 
of | 


1950-—‘a production par excellence’. The theme 
this most attractive publication is, of course, paper. 
‘To communicate’, the introductory comments say, 
‘something of this sense of paper’s rich diversity, its uses, 
services and graces in so many fields of man’s estate today 
_ and its still wider area of promise for tomorrow, and the 
skills, traditions and enterprise associated with its manu- 
facture or application — this, in fact, is our principal 
objective,’ | . 
There is no doubt that the “dynamic diversity of 
paper’ is fully and beautifully demonstrated in this 
publication of the Bowater Paper Corporation Ltd. 


British Rheumatic Association 
With its sixth annual report the British Rheumatic 





Association has circulated a léaflet entitled ‘Service 


to Industry’, which draws attention to the associa- 
tion’s new policy of providing hostels, linked with 


appropriate hospitals, where diagnosis and RENE 
t, 


in the early stages of rheumatism — one of the greates 
causes of absenteeism in industry — may be carried 
out, under the direction of the hospital, through the 
National Health Service. 

The first hostel has been opened at Northwood, 
Middlesex, and any works medical officer may obtain 
particulars from the British Rheumatic Association, 
11 Beaumont Street, London, Wr. 


Overseas Economic Survey 


A survey of economic and commercial conditions in 
El Salvador has been published by Her Majesty’s 
Stationery Office, price 1s 6d (post free 1s 744). ‘This 
is the latest volume in the series of Overseas Economic 
Surveys issued by the Board of Trade. E 


SEVENTY-FIVE YEARS AGO 


From Whe Accountant op May 17TH, 1879 
Extract from a leading article, discussing the Banking 
Amendment Bill of 1879, entitled 

COMPULSORY AUDIT UF BANKING ACCOUNTS 
.. . To call upon an auditor to declare that a balance 
sheet exhibits ‘a true and correct view of the state of 
the company’s affairs as shown by the books’ is some- 
what farcical. Such a declaration necessarily proceeds 
on the assumption that all directors and managers 
are truthful, correct, and conscientious, models of 
discretion, and beyond reach of the temptation to 
make things look a little couleur de rose at the annual 
meeting — commercial infallibilities, in fact; whereas 
it is precisely to obviate the necessity of any such 
implicit reliance that the auditor is called into being. 
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field of taxation, although it is not confined to that. The 
number of things for which the Companies Act, 1948, makes 


aioe een 577 directors liable to penalties is enormous. Attempts to ameliorate 

Expenditure 577 the position of directors have had little success, although there has 

Ve Ge arenes: EG 578 been a slackening off in the imposition of new burdens upon them. 

In an article published on another page it is pointed out that 

/Special Article once a company’s profits for the year are known, the total amount 
Directors’ Bonuses ` : : i 

by John B. Fowitt. A.C.A. 579 of the remuneration to be paid to its directors can be fixed by 

complicated calculations designed to minimize the aggregate tax 

. Weekly Notes 581 liability of a company and its directors combined. The process 

. does depend on a certain identity of interest between directors and 

Finance and Commerce 583 , , A i 
company, which goes beyond that which must in any case exist 
» Correspondence © 587 between employer and employed. The special identity of interest 


may vary from total ownership of the company to a very small stake 
in it. Tax law, on the other hand, assumes an identity of interest ` 
even when it is not in existence. 

For directors who control more than 5 per cent of the ordinary 
share capital, or are not required to work full time, the law sets a 
limit to the amount of their remuneration which may be deducted 
in arriving at profit for profits tax purposes. Not only does the 
disallowed remuneration go to swell the profit, but if the director 
is a member of the company, no matter how small his stake, the 
disallowed amounts are also treated as distributions,. to which 
a penal rate of tax applies. 

A director having more than a 5 per cent interest in the ordinary 
share capital is called a ‘controlling director’ for the purposes of 
the rules for taxing future retirement benefits. He is excluded from 
schemes which can be approved by the Inland Revenue for the 
purpose of mitigating the effect of those rules. The_point was made 
to the Committee on the Taxation Treatment of Provision for 
Retirement that 5 per cent is very low. The Committee felt unable 
to recommend any change in the definition as it was tied up with 
profits tax. 

The Committee’s main recommendations which would: help 
controlling directors to provide for their future retirement have 
of course gone into cold storage. Moreover, the recommendations 
of the Royal Commission on.the treatment of directors’ remunera- 
tion for profits tax do not seem to be likely to appear for some time. 
Accordingly, there is no immediate prospect of amelioration. 

In only one respect has taxation recently shown a move in a 
favourable direction. The Finance Bill contains some provisions 
which mitigate the effect of estate duty on shareholdings in 
private companies. 
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THE FINANCE BILL-V 
INVESTMENT ALLOWANCES (Continued) 


Clause 15 (5): Agricultural Expenditure 
YT has been the practice of the Inland Revenue 
[e put a generous construction on the defini- 

tion of expenditure which qualifies for agricul- 
tural allowance under the Income Tax Act, 1952, 
Section 314. Thus the term ‘or other works’ is 
regarded as including such things as drainage and 
sewerage works, water and electricity supply 
installations, walls, shelter belts of trees, and the 
reclamation of former agricultural land. The last 
item seems to involve a slight extension of the 
scope of the section, since according to the sec- 
tion itself the expenditure must have been 
incurred ‘on’ agricultural or forestry land. ‘Thus 
it would seem that where agricultural land is 
reclaimed from the sea, as in Hesketh v. Bray 
((1888) 2 T.C. 380), the expenditure would on 

present practice be admissible under Section 314 
and clause 15 (5), provided that the land had 
once been agricultural land. 

There are certain classes of capital expenditure 
which may be allowed in a ‘maintenance’ claim 
under the Income Tax Act, 1952, Section 1o01. 
Under Section 101 (2) ‘maintenance’ includes — 
= ‘the replacement of farm-houses, farm buildings, 

cottages and other works, where the replacement 

is necessary to maintain the existing rent, and shall 
also include additions or improvements to farm- 
houses, farm buildings or cottages, but only if no 
increased rent is payable in respect of the additions 
or improvements, and in so far as they are made 
in order to comply with the provisions of any 


statute or the regulations or bye-laws of a local 
authority’. 


Thus, in the case of such expenditure, the tax- 
payer may in effect receive an allowance of the 
full amount, spread over five years, as main- 
tenance under Section tor, and a further allow- 
ance of one-tenth in one year. 


Apportionment of Expenditure 
Where the expenditure is on a farm-house, two- 
thirds of it is excluded from allowance, both 
under Section 314 and clause 15 (5); more than 
two-thirds where the accommodation and ameni- 
ties ‘are out of due relation to the nature and 
extent of the farm’. This is so whether the tax- 
payer himself occupies the farm-house, or his 
employee or tenant (see Lindsay v. C.R. (32 


A.T.C, 1; 34 T.C. 289). The effect of the restric- 
tion is to cut down the allowances in respect 
of the domestic portion of a dwelling-house on 
the farm which is occupied by the person actually 
running the farm. Jt may be questioned whether 
the restriction should in fairness be applied 
where the occupier is a mere employee. 

Apart from farm-houses, where expenditure 
is incurred on an asset which is to serve partly 
for husbandry, or forestry, and partly for other 
purposes, the expenditure is apportioned ‘as- 
be just’ (Section 314 (2) (DI. 


Clause 15 (6): Scientific Research 
Capital expenditure on scientific research does 
not, as such, qualify for initial allowance so called. 
What it does qualify for is annual allowances for 
the succeeding five years of assessment. Originally 
the annual allowance was one-fifth, in each of 
those years, of the expenditure. As regards 
expenditure incurred after April sth, 1949, how- 
ever, three-fifths is allowable in the first of the 
five years, and one-tenth in each of the remaining 
four. 

Clause 15 (6) provides for an investment allow- 
ance of one-fifth in respect of scientific researeh 
expenditure on the construction of buildings or 
works or the provision of new machinery or plant._, 
In this respect there is no restriction in relation to 
road vehicles. The investment allowance is not 
given in place of any existing allowance, it is 
entirely additional. It follows that for expenditure 
which falls within clause 15 (6), as well as within 
Section 336 of the Income Tax Act, 1952, the 
total allowance in the first of the five years is 
four-fifths of the expenditure. ‘ 

Clause 15 (6) (b) ensures that the investment 
allowance shall not be taken into account in com- 
puting subsequent capital allowances, nor - in 
computing the amount to be brought into account 
as a trading receipt under Section 337 (2) (b). — 


Clause 15 (11): Exclusion of Expenditure 
incurred before April 7th, 1954 
Clause 15 (11) provides expressly that the new ` 
investment allowances are to apply only to capital 
expenditure incurred after April 6th, 1954. How- 


ever, the Income Tax Act, 1952, Part X, which 
deals with capital allowances, contains a number 
Gf provisions under which expenditure is to be 
deemed to have been incurred on a date later 
. than the actual date. Thus, for the purposes of 
industrial buildings allowances, plant and machin- 
ery allowances, and mining allowances, expendi- 
ture incurred by a person about to carry on trade 
is deemed to have been incurred on the date of 
the commencement of the trade (Sections 265 (6), 
279 (2), and 309 (1)). 

Again, where mills, factories allowances are 
taken instead of industrial buildings allowances, 
the ‘appointed day’ for the purpose of the latter 
allowances is in effect deemed to be deferred from 
April 6th, 1946, to April 6th in the year in which 
mills, factories allowances cease to be given 
- (Section 277 (GI. This may well be after April 
~ 6th, 1954. Now Section 265 (4) provides that 
expenditure incurred between April 1944 and the 
appointed day is to be deemed for certain pur- 
poses of the industrial building allowances as 
though it were incurred on the appointed day. 
` Sub-clauses 15 (2), 15 (3), and 15 (4) apply the 
provisions dealing with initial allowances. to 
investment allowances, so without more there 
would clearly be cases where expenditure 
-actually incurred before April 7th, 1954, quali- 
fied for investment allowance. This is against 


_ithe policy of the new allowances and accordingly ` 


clause 15 (11) exclude those rules, mentioned 
above, which have the effect of post-dating 
' expenditure. 


Clause 15 (8) and Second Schedule: 
Withdrawal of Investment Allowances 
During the three years following the incurring of 
' expenditure which qualifies for investment allow- 
ance, the allowance itself will be subject to with- 
drawal on the happening of any one of a number 
of events which are set out in detail in the Second 
Schedule, Part I, paragraph 1, of the Bill (clause 

15 (GIL It is necessary to stress that the event in 
bs ee 
question must take place within the three years; 
after that time, the investment allowance is no 
longer vulnerable. 
` As regards plant and machinery, a sale at any 
time which is not caught by paragraph 1, may 
nevertheless be caught by paragraph 2 which 
“provides in certain circumstances for the with- 
holding of initial allowance in respect of the 
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assets sold. Paragraph 2 can apply only if invest- 
ment allowance has not been withheld or with- 
drawn under paragraph 1. Paragraph 2 will be 
examined in a subsequent article. 


Schedule II, paragraph 5 (1) (a), (b): 
‘Chargeable Purpose’ and ‘Qualifying Purpose’ 
In directing what events (occurring within three 
years after the qualifying expenditure was in- 
curred) work a forfeiture of investment allowance, 


' paragraph 1 (2) makes use of the expressions 


“chargeable purpose’ and ‘qualifying purpose’ in 
relation to assets which represent the expenditure. 
These are defined in paragraph 5 (1) (a) and (b) 
as follows: . 

* “Chargeable purpose”. —'The purpose of putting 
the property to a use such that profits or income 
accrue or are intended to accrue therefrom and will 
be chargeable to tax. 


" “Qualifying purpose”. -'The purpose of putting 
the property to such use as aforesaid, not being a 
use such that, if the property was or had been 
intended for that use when the expenditure was 
incurred, no investment allowance should have 
been made in respect of the expenditure.’ 

‘Thus a qualifying purpose is a chargeable 
purpose and something more. In a general way 
it may be said that a qualifying purpose is a 
chargeable purpose which is also the purpose for 
which the expenditure was originally incurred. 
That is not quite right, however, because the 
expenditure may have been incurred for the pur- 
pose of constructing, say, a building as an indus- 
trial building which is subsequently used as a 
building for the carrying on of scientific research. 
Either purpose gives rise to a right to investment 
allowance and therefore is a qualifying purpose, 
if the resulting profit will be chargeable to tax. 


Chargeable Purpose 

Reverting to chargeable purpose, presumably the 
requirement that the profit to accrue shall be 
chargeable to ‘tax’ means that it shall be charge- 
able to British income tax or profits tax. Other- 
wise the expression would have little meaning 
in the context. However, it seems open to some 
bold spirit to argue the contrary. The question 
also arises whether it would be sufficient merely 
to let or hire out the property in order to fulfil 
a chargeable purpose, or whether the taxpayer 
must be intending to use the asset himself in 
some trade or profession. (To be continued.) 
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ROYAL COMMISSION’S 
SECOND INTERIM REPORT -IV 


Child Allowance 
IN passin at present pear their view that 


taxation at present bears unfairly on the 

family man in the higher income groups, 
the Commission rejected the ‘quotient’ system. 
Under this, the family income would be divided 
by the number of individuals composing the 
family, the children being treated either as full 
individuals or as something less. Again, the 
feasibility of differential maxima for earned 
income and reduced rate reliefs, to accompany 
child allowances, was ruled out by the fact that 
‘they would involve a ‘crippling addition of 
administrative work’ in P.A.Y.E. and would raise 
grave obstacles to budgetary changes in the scale 
of progression. | 

In the result, the Commission have borrowed 
a recommendation of the Royal Commission on 
` Population (Cmd. 7695, paragraph 492) that 
there be a single proportional allowance for each 
child, subject to a maximum and a minimum. 
The figures suggested are £85 where the income 
does not exceed £850; ro per cent of income 
between £850 and £1,000; and £100 plus 6 per 
cent of the excess of income over {1,000; with 
a maximum of {160. 

The figure of {850 has been arrived at by 
reference to the fact that a married man with one 
child does not begin to pay at the standard rate, 
on present allowances, unless his income, wholly 
earned, is just under {go00. The figure has no 
relevance for the man with two or more children, 
but the proposed allowance will apply to each 
child. 

The Inland Revenue estimate the cost of the 
change at £16 million. 


Marriage Allowance 
On grounds of equity, the same argument as 
applies to child allowance applies equally to 
marriage allowance. For the married man, a 
penny cake costs twopence. However, budgetary 
considerations complicate the problem. In the 
surtax range there are four times as many married 
people as single ones, and in the income range 
above £850, married people far exceed single 
ones. The single persons alone could not be 


expected to bear the burden of a substantial 
increase in marriage allowance. To increase the 
allowance by the same amount as for child allow- 
ance would cost some £17 million. If the two 
allowances were increased at the same time, and 
the cost were recouped by an increase in the tax 
bill of the persons in the same income range, the 
married man would be hardly any better off. 
Accordingly, the Commission have not recom- 
mended any change, beyond expressing a prefer- 
ence for a variable allowance whenever budgetary 
conditions permit its adoption. 


Surtax and the Family Man ‘a 
The Commission recommend the extension of 
personal reliefs into the surtax field, but confined 
to marriage and child allowances. The starting 
point for surtax would, under the proposals, be 
reduced to £1,500 for a single man; {2,000 for 
a married man; {2,160 for the married man with 
one child, and so on. ‘This would produce a net 
increase in revenue of about {1 million. Here is 
a change which has long been called for. 

As the report points out, the allowance which 
is made for differing family circumstances 
becomes proportionally smaller’ as the income- 
increases. For an earned income of £500, the 
tax liabilities of the single person, the married_, 
man, and the married man with two children, are 
in the ratio 100:57:2. At {1,000 the corre- 
sponding ratios are 100 : 81 : 47. At £3,000 they 
are 100: 96:90. On the last figure (£3,000) the 
several liabilities are {1,128 xos, £1,088, and 
£1,O1L Ios. 

Under the recommendations the ratios in 
respect of an earned income of £3,000 would be 
100 ` 89 : 73, and the actual liabilities £1,143 ros, 
£1,015 10s, and £831 ro, 


The Minority View 
The minority agree with the view that the family 
man’s taxable capacity is overrated in relation ro 
other taxpayers. It recommends, however, ‘a 
minimum allowance of ron for each child 
augmented by 6 per cent of the excess of income 
over £1,000, up to a maximum of {160. 
(To be continued.) 
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A ; , JE reported last week that a question- 
` naire issued by an Inland Revenue 
officer in respect of directors’ expenses 
had been the subject of a letter by the FINANCIAL 
| SECRETARY TO THE TREASURY in which he con- 
veyed the Inland Revenue’s expression of regret 
‘that the questionnaire was unnecessarily detailed. 
| The matter was the subject of an exchange in the 
~ House of Commons on Monday when Mr Emrys 
Hucues asked the FINANCIAL SECRETARY TO THE 
TREASURY why he apologized for the action of the 
and Revenue in asking for details about enter- 
tainment expenses. Mr BOYD-CARPENTER’S reply 
was that he had not apologized. All he had said 
was that the Inland Revenue regretted that an 
error of judgment had been made by a particular 
tax office in demanding in a particular case un- 
necessarily detailed information on matters which 
went far. beyond entertainment expenses. His 
questioner wanted to know whether ‘this humili- 
ating and grovelling apology’ was necessary when 
his officers were only doing their duty. 
Asked whether the officer in question would be 
penalized, Mr Boyp-CarPENTER said no officer 
would be penalized for acting sensibly and in 
good faith. However, it was a matter of judgment 
for which Ministers must take responsibility as 
to how far it was justifiable in this admittedly 
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difficult and delicate matter to press precise details 
of inquiry, and whether they were pressed to a 
point at which they became an undue burden. 
In a written answer, the FINANCIAL SECRETARY 
gave the further information that the question- 
naire complained of, bore a request for information ` 
already in the hands of the Inland Revenue. 

Another Member asked whether the incident 
arose from an inquiry made by the Inland 
Revenue as to the number of haircuts a business 
executive had in New York, to which the 
FINANCIAL SECRETARY replied that there was 
nothing about that in the questionnaire although 
it did look rather like a “close shave’. 

Nobody would wish to see heads rolling simply 
because an excess of zeal has been exercised in 
pursuing the assessment of excessive expenses to 
directors. The Finance Act, 1948, which intro- 
duced the principle of taxing expenses in certain 
cases, must clearly be applied as Jong as it (or 
its legislative successor) is on the statute book. 
Nevertheless, where the matter is pursued to 
somewhat ridiculous lengths, or where long and 
detailed information is asked for when it is already - 
in the possession of the tax office, then the pub- 
licity, such as recently occurred, is very salutary. 


‘It no doubt will assist Inland Revenue officials in 


keeping a sense of proportion. 


PUBLIC INCOME AND EXPENDITURE 


-TAHE annual White Paper on Public In- 

| come and Expenditure was published on 
Monday. It shows the public income of 

>the United Kingdom for the year ended March 


31st, 1954, as £4,606 million. Of this, taxation 
provided {£4,183 million. Customs and excise 


together produced £1,764 million, while income. 


‘tax yielded £1,736 million, including £6 million 
deducted from post-war refunds of excess profits 
tax. Surtax brought in {£132 million; profits tax 

“tnd excess profits tax yielded £188 million. 

"A particularly interesting item is excess profits 
levy. When it was introduced in the 1952 Budget, 
it was estimated to produce £100 million in a full 
year. The first full year was 1953~54 and in the 
event it shows less than £66 million. When the 


simultaneous reduction of profits tax rates is 
borne in mind, it will be seen that the levy was 
hardly worth the tremendous work it imposed. 

Death duties showed a yield of £1644 million, 
no doubt almost entirely estate duty. From stamp 
duties £56 million was collected. The smallest 
tax item shown in the accounts is £1,390,000 — 
for special contribution and other Inland Revenue 
duties. Motor vehicle duties produced [73 
million. 

The crushing burden of the National Debt is 
illustrated by the charge for interest of no less 
than. £570 million, with a further {9 million for 
management and expenses. Civil votes took 
£2,309 million, and the three services between 
them £1,245 million. 
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i HE European Payments Union was 
originally established on a two-year trial 
basis to end on June 30th, 1952. Since 

then its life has been extended on a yearly basis, 

and at the recent meeting of Ministers held in 

Paris its continuance until mid-1955 was agreed. 

Although the benefits of E.P.U. are fairly 
widely recognized, its extension for a further 
twelve months has been secured only after 
much acrimonious discussion. The reasons for 
this difference of opinion amongst the partici- 
pants arise from the fundamentally different 
approach of chronic debtor and creditor countries. 
The E.P.U., it will be recalled, is the mechanism 
by which debts and credits between individual 
countries are merged into balances with the 
Union as a whole and settlement is made with 
the Union as such. Even so, deficits below a 
fixed amount are not settled wholly in gold or 
dollars, but are financed partly by the initial 
contributions of participants and U.S.A. to the 
Union, and partly by the grant of credits to the 
Union by countries who are in surplus with it. 
' Inter-European trade has been greatly assisted 
by these arrangements since the distinction 
between hard and soft currencies disappeared 
with the inception of the Union. This made 
possible the liberalization of imports as par- 
ticipants do not feel any compelling reason to 
restrict imports from other E.P.U. countries 
so long as their monthly deficits have not to be 
met entirely in gold or dollars. Provision is made 
in the E.P.U. agreement that members should 
keep at léast three-quarters of their imports 
from other members licence-free. Only France 
is now failing to do this, unfortunately by a large 
margin. 

Switzerland and Belgium have been creditor 
countries since the start of the Union. In the early 
months of E.P.U. Britain was its largest creditor 
and Germany its largest debtor. But since the 
autumn of 1951, Britain has had a substantial 
deficit, whereas Germany has had a large surplus 
for many months now. The ranks of the creditor 
countries have recently been joined by the 
Netherlands, at one time a substantial debtor. 

‘During the recent negotiations these four 
creditor countries have shown a considerable 
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asperity in their attitude towards debtor countriés. 
They demanded that debtors should meet a 
larger proportion of their current deficits in gold, 
and should also clear some of their long accumu- 
lated debts by gold payments. On the first 
point, Britain and Scandinavia maintained that 
the remedy lies partly with creditor countries 
who could reduce their surplus, and at the same 
time foster European -trade, by removing all 
import restrictions, lowering tariffs, and per- 
mitting greater freedom in the export of capital. 
‘More trade, not more gold payments’ -was 
Mr Butier’s maxim. The removal of export 
incentives, which are a feature of the trade 
policies of some European countries, whilst i 
has not been discussed specifically in relation 
E.P.U., is clearly a factor which would help to 
reduce the surpluses of Germany and Belgium. 
On the second point, Britain offered to pay 
£30 million in gold, out of a total debt of £180 
million, to the Union for the benefit of the four 
main creditors. This offer, which was grudgingly 
accepted, was supplemented by a proposal to 
consider arrangements for funding some of the 
balance of the debt. The agreement, as finally 
canvassed, contains proposals for immediate 
cash payments by debtor countries in part. 
settlement of deficits, and the funding of a 
substantial proportion of the remaining balance | 
on conditions to be established separately Tor 
each case by bilateral negotiatidns between each 
debtor and creditor. Prior to the Ministers’ 
conference, France promised to increase the 
percentage of liberalized imports from E.P.U. 
countries from its present low level of 20 to 53 
in the near future and to 65 by the end of the 
year. At the conference itself the French Finance 
Minister was unable to say when France would 
be able to fulfil the O.E.E.C. rule of 75 per cent 
of imports freed from restrictions. Germany, 
during the course of the talks, offered to provide 
a substantial amount of fresh credits and to cut 
tariffs on a considerable number of products. 
Thus the continuation of E.P.U. has been 
secured for another year on more reasonable 
terms than at one time seemed likely. Moves to- | 
wards convertibility, however, make it appear 
unlikely that it can be continued thereafter. 
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DIRECTORS’ BONUSES 


LI by JOHN B. JOWITT, A.C.A. 


T the end of the accounting year of a 
limited company, it is often the practice to 
vote as much as possible of the profits as 

directors’ ‘fees or bonuses. The limit to the 
bonuses voted at the board meeting of a public 
company and the annual general meeting of a 
private company is the point at which the maxi- 
mum reliefs for profits tax and income tax can be 
obtained. l 

From a moral point of view, this distributing 
of bonuses is only justifiable if the rest of the 
employees also receive bonuses and share in the 
nigh profits because of the company’s successful 
trading or manufacturing. 

Assuming that the bonuses are fully justifiable, 
hen the question arises as to how the bonuses will 
be treated from (a) an accounting point of view 
and (b) a taxation point of view. 


. Accounting Point of View 
From an accounting point of view, the general 
sractice seems to be to debit directors’ fees or 
cemuneration and credit directors’ current ac- 


counts. As an example, the following figures may 
be taken: 


£ 
Profits for year ended June 30th, 1953 .. 6,500 
Bonuses to directors: A. Body .. 1,000 
. Body .. 500 
C. Body .. 500 
Ge, meme 2,000 


Ignoring considerations of profits tax and 
income tax, then the simple journal entry would 


be as follows: £ f 
Directors’ remuneration. . -» Dr. 2,000 
To Directors’ current account: 
. A. Body Weg 1,000 
B. Body 500 
C. Body 500 


Being bonuses SS the year. ended June 
30th, 1953, voted as per directors’ 
minute dated ...........+5 


When the bonuses are agreed upon, it is 
important to consider the principle of intention 


of the company in regard to the date of payment. . 


[f the date of payment is intended to be as soon 


is possible, then it is correct, in principle, to’ 


debit directors’ remuneration and credit directors’ 
atent accounts. In this case, the P.A.Y.E. 
machinery regards the credits to directors’ current 
accounts as transactions deeming payment to be 
made. 

Where the intention is not to pay the bonuses 
(after deduction of the P.A.Y.E. due), then the 
credits to directors’ current accounts are not 


correct, in principle, for payment is not deemed 
to be made. The P.A.Y.E. machinery and 
accounting principles suggest, in this case, that 
the credits for directors’ bonuses should be shown 
in the journal entry as ‘Créditors for. bonuses — 
directors’. This item should then be clearly 
described on the balance sheet and, where 
possible, the item should be grouped with the 
long-term or deferred liabilities. 


‘Taxation Point of View 


From a taxation point of view, bonuses to 
directors are determined so that the least possible 
tax is paid in the form of profits tax or income tax. 
Taking the figures in the example given above, 


the bonuses are: £ 
A. Body 1,000 
B. Body 500 
C. Body 500 


The bonuses are taken as correct on the assump- 
tion that the maximum profits tax relief is claimed. 
For this to occur, the amounts charged in the 
accounts must be as follows: 


A. Body £2,500 (£1,500 paid per accounts) 
B. Body 1,500 ( 1,000 ‘i ) 
C. Body 1,500 ( 1,000 S We ) 
D. Body 1,500 ( Nil » ow) 


This is in accordance with the Finance Act, 1952. 
(Director-controlled companies.) 

The profits before charging directors’ remun- 
eration would be £10,000 and neither £2,500 nor 
Lë per cent of these profits would apply as a 
maximum, since the new rules provide additional 
relief. 

Bonuses that are most beneficial for profits tax 
may not be the most beneficial for iricome tax. In 
the example taken, £1,500 each for B. Body and 
C. Body have been charged in the accounts. If 
_the bonuses are increased to £1,025 each, then 
£2,025 for each director would be charged in the 
accounts and the maximum earned income relief 
for income tax can be obtained. 

Ignoring wear and tear considerations, the 
profits of £6,500 mentioned above can be used 
for purpose of illustration for profits ox and . 
income tax computation. On this basis, the 
following figures can be determined: 

Profits to June 30th, 1953 So SS .. 6,500 








Less Bonuses allowed 3,500 
SS 3,000 

Less abatement (£12,000 ~ £3,000) 1,800 
Chargeable profits.. . £1,200 
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DEE l £ 
Gross relevant distributions: B. Body 525 
l C. Body 525 
£1,050 
£ 
Net relevant distributions pasos x £1,050 £420 
4 £ 
22% per cent on chargeable profit of .. 1,200 270 
Less 20 per cent non-distribution relief 
on eg wg KS us "` a 980 156 
Profits tax on distributed profits of £420 £114 
If the bonuses were chosen as those most 


beneficial for profits tax only, then the profits tax 
payable would be 2% per cent on £1,200= £30. 

Where bonuses of {500 to B. Body and C. Body 
are charged in the accounts, the income tax would 
be gs in the £ on £3,000= £1,350. If the bonuses 
for B. Body and C. Body are {£1,025 each, then 
the income tax would be gs in the £ on {1,950= 
£877 Tos. | 

Comparing the tax liabilities for granting 
bonuses of {500 each to B. Body and C. Body on 
the one hand, with the tax liabilities on granting 
bonuses of {£1,025 each for B. Body and C. Body 
on the other hand, the following position is 
revealed: . 

I. On the £500 bonuses granted . £ s d 


Profits tax, £1,200 at 24 per cent 30 o o 
Income tax, £3,000 at 9s in the £ 1,350 o o 











£1,380 o o 
2, On the £1,025 bonuses granted £ s d 
Profits tax as detailed above 114, o © 
Income tax, {£1,950 at 9s in the £ 877 10 o 

7.9 £3,675 

DAX, WEE E 8 367 10 o 

£1,359 © o 
—, reduction in overall tax liabilities Zar o o 





From these figures, it is obvious that the 
further increase in profits would mean that 
the bonuses for profits tax purposes would be 
the more beneficial for the overall tax position. 

Where there is a decrease in profits, then the 
bonuses for income tax purposes would be the 
more beneficial for the overall tax position. 

In each individual case, the figures have to be 
worked out to determine whether bonuses for 
profits tax or incomè tax are the more beneficial. 


Bonuses Left Undrawn 


In order that the full benefits of granting bonuses 
for profits tax or income tax are to be obtained, 
bonuses should not be drawn out of the business. 
If the bonuses are withdrawn, then there is no 
point in reducing the tax liabilities, since the 
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working capital of the company is adversely 
affected, i.e. the directors should not E 
unreasonably at the expense of the company. 

There are two ways of dealing with bonuses 
which are not to be drawn out of the business. 
These can be expressed in the form of journal 
entries: 


Either (1) £ £ 
Directors’ remuneration .. -- Dr. 3,050 
To Current account: A, Body 1,000 
B. Body 1,025 
I Cc. Body 1,025 
Being bonuses granted for the year 
ended June 30th, 1953, as per directors’ 
minutes dated .............. 
Or (2) 
Directors’ remuneration. . .. Dr. 3,050 
To Creditors for bonuses: 
A. Body 1,000 
B. Body 1,025 
C. Bod a CR Sé 1,025 
Being bonuses granted for the year 
ended June joth, 1953, as per directors’ pae 
minutes dated ...........0.- fe 


It does not matter which of the journal entries 
is employed — the method of collection of taxes 
from the directors will be through the P.A.Y.E. 
machinery. Under P.A.Y.E., the tax is only 
payable when the bonuses are paid and a credit 
to a director’s current account is deemed to be a.’ 
payment. 

Where the bonuses are credited to a separate 
account called ‘Creditors for bonuses’ and the | 
intention is not to pay these bonuses, then the 
P.A.Y.E. tax will not be paid until such time as 
the bonuses are paid. Such creditors are deferred 
creditors. In this case, the P.A.Y.E. tax in the © 
example — i.e. £367 ro — would not be payable 
and would reduce the overall tax liabilities still? 
further. l : 

When the P.A.Y.E. is paid on the bonuses, then 
the creditors for bonuses account can be closed 
off to the directors’ current accounts. 


Method of P.A.Y.E. Assessment 


Usually, the terminal date of the accounts is 

the basis for the assessment under P.A.Y.E. of 
the bonus, e.g. the June 30th, 1953, year-end 

would mean a 1953-54 assessment of the bonus, 

and the March 31st, 1953, year-end would mean 

a 1952—53 assessment of the bonus. The practice 

is sometimes that of regarding the date on which , 
directors’ fees are voted as the basis period for 
which the P.A.Y.E. assessment is to be made, 

e.g. bonuses for the year ended March 31st, 

1953, voted in May 1953 would be assessed in 

1953-54, and bonuses for the year ended June 

30th, 1953, voted in October 1953 would also be 

assessed in 1953-54. 
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= NEW SYSTEM ` 
- PERMITS JOINT 
AUDIT PROGRESS 
AND TAX RETURNS 





OPERATOR IS 
WANTED 
HERE! 





Calculations efficiently and speedily undertaken 
(STRICTEST CONFIDENCE OBSERVED) 
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Comptometer Operator Hire-service ... any- 
where in the British Isles... with or without 
machines 


500-12,000 Audits 7 3 L : l 
Progressed by One Clerk - SZEX LALCULATING WERVICE Lo. 


Registered Office: 
152 HIGH ROAD, 
CHADWELL HEATH, 
ESSEX 


Seven Kings 9933 


Branch Office: 
27 QUEEN’S GARDENS, 
LEINSTER TERRACE, 
LONDON, W2 


PADdington 4070 


A new system has been specially created to enable 
_ Accountants to combine visually the audit progress with 
tax returns. 


` Two visible record sheets cover each company. They can 
operate conjunctively or separately. Each is visible 
separately. Each overlapping edge summarizes the story 
in a second. This edge tells you all you want to know at 

a glance, 

And coloured signals pin-point urgent action, returns 
due, outstanding facts required for the audit, etc. 
A costing record can be combined with this system. 

There are also standard Shannoleaf records to meet all 
$ needs. Equally, records can be designed specially to your 
‘instructions, Whichever you have, you have a streamlined 

system — the speediest for reference, the fastest for entry. 

One clerk can handle thousands of such records. Why? 

Because the binders are streamlined to slide instead of 

lift; the mechanism is so simple it permits a record to be 
_ taken out or put in at a seconds notice. And the whole 

system is designed to save space, time and clerical labour — 

o whether the records number hundreds or tens of thousands. 

Just write ‘Shannoleaf for Accountants’ on your letter- 
heading and full details will be sent you by return. 

. Note. ~ All the advantages of visible records plus the - 
filing of related documents, correspondence, etc., can be 
had in Shannograph. This unique system gives the same 
visual control plus housing related papers. Add the word 
‘Shannograph’ to your letter-heading if you are interested. 


ZARON SYSTEMS) | 


VISIBLY BETTER RECORDS 
The Shannon Ltd 


2 Shannon Corner 
New Malden - Surrey 


+ 














a SE EE eene E KR VK a _ a 
D a i - ms 
Ze WE : Sa S 
, vi è ` 2 
ES : i 
Wi are ` as N. 
M ARS D 3 È D 
de te DA Mee Ca ee ae EC 


£5,340,000 [RUILDING SOCIETY 
NELSON 
ESTABLISHED 1860 





A GOOD NAME 
ON WHICH TO 
LAY CAPITAL 


` An investment in Marsden 


Building Soclety is not 
subject to capital deprecia- 
tion. it earns interest at 
24% per annum and 
Income Tax Is paid by the 
Society. 


Agency terms are available 
to professional firms of 
accountants who require 
investment facilities for 
their clients. 


Write for Balance Sheet 
and Investment literature. 


Chief Office: 2 Russell Street, Nelson, Lancs. 
. General Manager: T. A. Baker, A.C.A. 


Tel: NELSON 320 


RESERVES 
£340,006 - 
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OCEAN TRUST. 


COMPANY LIMITED 


KEN PARK LANE, LONDON, WI 


SE Nos, 
GROSVENOR 4627/8, 3596, 1394/5- 


Directors: 


E. BEDDINGTON BEHRENS, C.M. o. M.C., Ph.D. (Chairman) ` 
SIR COLIN McVEAN GUBBINS, K.C.M.G.;, D.S.O., M.C. 
ROGER B. PURSEY, A.C.A. 


The Chairman welcomes personal interviews 
with professional advisers regarding public or 
private issues of capital for established busi- 
nesses or the private financing of developing 
industrial undertakings 
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Where the date of the directors’ minute is 
used as the basis for the P.A.Y.E. assessment, 
en the P.g card can be used more conveniently 
for_purposes of determining and collecting the 
tax due — this is clearly seen where the accounts 
end on March 31st, 1953—in this case, it is 
' almost impossible to put the bonuses on the Po 
cards for 1952-53 before completing the P.35 
form, but, if the date of the directors’ minutes is 
used instead of the terminal date of the accounts, 
then the bonuses can be put on the P.g cards for 
1953754- l 
The procedure mentioned in the last para- 
graph is-adopted when the bonuses are paid or 
credited to directors’ current accounts. Where the 
uses are credited to creditors for bonuses, then 
assessments will be made by the Inland Revenue 
on the bonuses unpaid. When the bonuses are 
-paid, then the demand notes will also be due 
„and must be paid. 


If he chooses, the taxpayer can elect to have the 


bonuses spread over the actual fiscal year rather 
than the accounting year, whether the bonuses 
are paid or unpaid. In this case, the bonus for 
the year to June 30th, 1953, would be split as to 
nine months’ 1952-53 P.A.Y.E. assessment and 
three months’ 1953-54 P.A.Y.E. assessment. Also 
the accounts to June 30th, 1952, would be split 
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as to nine months’ 1951-52 P.A.Y.E. assessment 
and three months’ 1952-53 P.A.Y.E. assessment. 
For this election to take place, the P.g cards 
would not show the bonuses, but the Inland 
Revenue would have to raise separate assessments 
for these fiscal years. 


Conclusion 


It appears that the P.A.Y.E. liability on bonuses 
unpaid in the form of creditors for bonuses may 
continue for an indefinite period of time. In 
fact, if necessary, the time could be extended to 
the date of death of the directors. In practice, 
the Inland Revenue will insist on payment of the 
bonuses where there are sufficient funds of the 
company. 

If an overdraft is apparent, the business is 
expanding, the prospects are good and the direc- 
tors are of good repute, then the company could 
defer its P.A.Y.E. liabilities on the ground of 
shortage of money. This particular instrument of 
financial arrangement could be very beneficially 
operated in the textile industries, especially those 
concerned in the export trade. Also, benefits 
would accrue from using this financial arrange- 
ment in any branch of the export trade or 
industry, where shortage of money or liquid 
resources is a common cause of failure. 


WEEKLY NOTES R 


Reports of Public Companies 


The Accountant ANNUAL AWARD 

The panel of judges of The Accountant Annual 
Award has announced the name of the company to 
whom the award for 1954 is to be presented. The 
full statement appears elsewhere in this issue. 


Bank Rate at 3 per cent 


The decision taken last week to reduce bank rate from 
3% to 3 per cent came as rather a surprise to the City. 
The fall in interest rates abroad, the strength of the 
pound and the continued improvement in the dollar 
and gold reserves had led many to think that bank 
rate would be reduced at the beginning of this month. 
The actual reduction, therefore, took place after 
most people had decided that the authorities were not 
going to use the classic instrument for stemming 
the flow of funds into London from abroad. As has 
SE before, however, the change came when 

he authorities thought that the general expectation 
had been dashed. 

The change has been conceived as a financial 
measure to remove any danger there may have been 
that ‘hot’ money was beginning to accumulate in 
London and perhaps, to a much more limited extent, 
to take advantage of the fact that psychologically 


3 per cent is a better stating point than 34 per cent 


for a mild upward adjustment of interest rates if this 
should have to be made in due course. So far as 
industry is concerned, the change is mildly inflation- 
ary; which industries will benefit depends very much 
on individual cases but the balance of advantage 
probably lies with consumer goods and against 
capital goods. It may very well be, therefore, that 
monetary policy has for the time being won out 
against economic policy. 


Improving Engineering Outlook 


Evidence is accumulating that the outlook for the 
engineering industry is changing for the better. In 
the autumn and winter the lack of orders for engin- 
eering firms was causing a good deal of concern and 
there was a general opinion that the poor state of 
order books owed something to conditions in both 
the home and export markets. There are some 
industries ~ shipbuilding is one of them — where 
there is no clear indication of a turn for the better, 
but there has been a definite improvement in the 
medium and light sections of the industry in particular. 

Engineering exports recovered in quite impressive 
fashion during March. For the first quarter of the 
year the monthly average was £87 million, the best 
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quarterly average since the first quarter of 1952. This 
performance thus brings to an end the downward 
trend which developed in the second half of 1953. 
The main increases were in road vehicles and 
machinery, excluding electrical machinery. Road 
vehicles and agricultural tractors had a particularly 
good quarter. The only sign of a loss of ground in 
this category was to the United States (which is not 
surprising in view of the recession in that country) 
but it was more than made up by good exports to 
Canada. 

The improvement has been only selective so far, 
it is true, but the recovery as recorded to date in the 
official figures took place before there was any 
stimulus from the investment allowances in the 
Budget. The benefit from this source still has to be 
taken into account. 


Cotton Futures 
With the opening of the Liverpool Cotton Futures 
Market on Tuesday afternoon, the trade in raw 
cotton passed formally back into private hands. It is 


necessary to say ‘formally’ because for the next few ` 


months the new market and the Raw Cotton Com- 
mission, which is now in process of liquidation, will 
be operating together. The market was closed along 
with the ‘spot’ market when the Cotton Control was 
_ set up in March 1941. In 1947 the Cotton (Central, 
ized Buying) Act was passed and the Raw Cotton 
Commission came into existence. The traditional 
Futures Market at Liverpool has, therefore, been out 
of action for thirteen years. 

The change over from the Commission to private 
trading isssomewhat untidy for a number of reasons. 
Spinners have already had permission to contract 
out of the Commission’s services and buy their 
actual requirements in the open market. In conse- 
quence over half the Lancashire spinning industry 
has already decided to contract out and the ‘spot’ 
market is already in existence. There is a further 
eomplication in that there will not be a futures market 
in Egyptian cotton for the time being although it is 
understood that discussions are due to take place 
shortly with Egyptian cotton interests on this subject. 
Until the end of August, the Commission will con- 
tinue to provide cover for those who may wish to defer 
using the futures market but as from September 
ist the Liverpool futures market will be the only 
organization which can provide a ‘hedge’ for cotton 
spinners. 


Two Views on Yarn Prices 


Price arrangements in the cotton spinning and cotton 
doubling sections of the Lancashire textile industry 
have been criticized this week in the annual report of 
the Yarn Section of the Cotton and Rayon Merchants’ 
Association. The claim is made that these agreements 
keep prices up in such a way that foreign competitors 
have a price advantage for they know that they can 
obtain orders if they offer a price just below the 
minimum agreed among United Kingdom spinners. 
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The report intimates that the executive of the Associa- 
tion propose taking active steps to obtain some 
flexibility in these price agreements, a matter which y 
becoming all the more urgent in their view with the 
opening of the free market in raw cotton which is 
formally inaugurated this week. 

On the other hand, the President of the Yarn 
Spinners Association has said this week in his 
presidential address that the solidarity of spinners in 
maintaining prices during the 1952 recession was an 
important factor in sustaining confidence and 
reducing the length of the slump in the cotton textile 
industry. : 

The criticisms of the Merchanting Association have 
followed about a month after the strictures of the 
Monopolies Commission on the price fixing activities 


in the dyeing and finishing end of the cotton trade, 


and it would seem that there is a growing awareness of 
the difficulty for Lancashire in maintaining its 
competitive position abroad if it holds on to a com- 
plex system of rigid price agreements. The Nether 
land’s representative on the International Cotton, 
Committee speaking at the International Cotton 
Congress at Buxton last week, pointed out that the 
countries of western Europe are going to find it 
increasingly difficult to maintain their place in the 
world’s piece goods market. He said that the problem 
of international competition was heightened not only 
by the recovery of the Japanese industry but also by 
the increased production in India which was tradi- 
tionally an important market to all countries exporting 
textiles. 

Minimum prices may offer temporary relief in the 
home market when a slump is of comparatively short 
duration but it is difficult to see how they can hel 
to defend overseas markets which are now subject 
to SE and continuous pressure from lower priced 
goods. 


WE 


American Institute’s President for 1954-55 
Nominated 


Mr Maurice H. Stans, c.p.a., a partner in the firm of 
Alexander Grant & Co, of Chicago, has been nomin- 
ated President of the American Institute of Account- 
ants for 1954-55. 

Mr Stans has been a member of the Institute since 
1932 and served as vice-president in 1949-50. He is 
a member of the Council and of the committees on 
accounting procedure, terminology, relations. with 
the bar, and of the National Conference of Lawyers 
and C.P.As. He! was, chairman of the committee 
on the C.P.A. Handbook, which was issued in two 
volumes, and contributed the first chapter. 

Mr Ira N. Frisbee, c.p.a., of Beverly Hills, Cali- 
fornia, Mr Alvin R. Jennings, c.p.a., of New York, 
Mr John C. Martin, c.p.a., of Columbus, Ohio, and 
Mr Virgil S. Tilly, c.p.a., of Tulsa, were nominated 
as vice-presidents. 





1 Reviewed in our issue of February 21st, 1953, p. 199, and 
August 29th, 1953, p. 241. 
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rr FINANCE AND COMMERCE 


"New issue activity following the reduction in bank 
gate is holding normal stock-market business in check. 
Colonial and corporation borrowers are bringing 
their requirements forward and there is talk of a 
pending Treasury operation. Industrial issues are 
also attracting investment funds. 


STATEMENT A 


Figures in Italics represent deductions Consolidated Profit 


Unilever 
Accounting changes have been made in the accounts 
of Unilever Ltd for 1953. These accounts form the 
subject of this week’s reprint but we are limited in 
space and can do no more than take extracts from 
the fourteen pages of accounts, notes and statistics 


UNILEVER LIMITED AND UNILEVER N.V. AND THEIR SUBSIDIARIES 


and Loss Accounts 


de 

































1952 1953 
Limited N.V. Í Combined Limited “N.V. Combined 
} £ £ £ £ £ 
After charging: e 
8,467,000 8,358,000 16,825,000 Provision for depreciation .. vk 7,796,000 7,358,000 15,154,000 
™——~~175,000 65,000 240,000 Emoluments of Directors as manager 184,000 99,000 283,000 
33,000 {1,000 44,000 Pensions to former Directors.. 33,000 {1,000 44,000 
25,262,000 13,659,000 38,921,000 DI Trading Profit was .. éi ia 37,525,000 24,127,000 61,652,000 
450,000 1,418,000 1,868,000 UI Reserves for Stocks .. ae ee — — —: 
754,000 199,000 953,000 (lil) Income from Trade Investments 8 805,000 196,000 1,001,000 
},014,000 t ,050,000 2,064,000 (IV) Interest on loan capital 5i R 1,016,000 1,034,000 2,050,000 
25,452,000 14,226,000 39,678,000 (V) Profit before Taxation aS eg Se 37,314,000 23,289,006 60,603,000 
(VI) Taxation on profit of the year including 
14,154,000 8,026,000 22,180,000 forelgn taxes .. 2 és ge ‘a 20,079,000 13,781,000 33,860,000 
11,298,000 17,498,000 (VII) Profit for the year after Taxation 9,508,000 26,743,000 
(VIII) Exceptional Items ` 
2,478,000 4,098,000 Taxation adjustments — prevlous years 777,000 890,000 
28), 20,000 Oth .. SS vs SN oe ER 583,000 315,000 
(IX) Amount... :tributable to outside shareholders’ 
714,000 1,360,000 Interests in subsidlaries 7 SS Se 769,000 1,494,000 
$3,343,000 7,713,000 21,056,000 (X) Consolldated Net Profit 16,891,000 8,933,000 25,824,000 
P (XI) Preferential Dividends of Parent Com- 
4,348,000 1,094,000 5,442,000 anies NM ei EN bes pe 4,347,000 1,091,000 5,438,000 
2,065,000 — 2,065,000 Less United Kingdom Income tax ze 1,956,000 — 1,956,000 
} 2,283,000 1,094,000 3,377,000 2,391,000 1,091,000 3,482,000 
S (XIL) Profit accruing to Ordinary and Deferred k 
11,060,000 6,619,000 17,679,000 Capital a e Ge e Si 14,500,000 7,842,000 22,342,000 


GOU) Ordinary and Deferred Dividends of 
Parent Companies 





Ordinary (Limited 153%; N.Y. 14%) .. 2,696,000 

,000 Deferred T ia zs as ge 6,000 

1,064,000 Less United Kingdom income tax 1,216,000 
1,253,000 2,439,060 3,692,000 1,486,000 2,837,000 4,323,000 
9,807,000 4,180,000 13,987,000 (XIV) Profit retained a es SCH aa 13,014,000 5,005,000 18,019,000 


Notes 


The provision for depreciation for 1952 Included reserves for replacement of fixed assets: Limited £2,750,000, N.V. £2,533,000, Combined £5,283,000 
Comments on the comparative charges for 1953 and 1952 appear in the Report of the Directors. 


(I) Trading profit Includes Income from quoted investments: Limited £105,000 (£30,000), N.V. £146,000 (£121,000). 
(H) As explained in the Report of the Directors no changes in the Reserves for Stocks were required In 1953. 
(VI) In Limited, taxatlon comprises United Kingdom Income and profits tax £19,189,000 less foreign tax relief of £6,083,000, and foreign taxes of £6,973,000. 
_ (YNI) Exceptional Items, Other, are shown net and in N.Y. the main charge is funding of pensions £571,000. 


(XIII) The Equalization Agreement provides that the relationship between the ordinary capltals of Limited and N.V. for dividend purposes and on 
Hquidation, shal! be based on a rate of £1 =FI,12, 


' (XIV) Profit retained Is represented ieee to the balances In: 
2 

















195 
Limited N.Y. Combined Limited N.V. Combined 
A £ £ £ £ £ É 
d 2,711,000 608,000 3,319,000 Parent Companies S 3,448,000 792,000 4,240,000 
7,096,000 3,572,000 10,668,000 Subsidiaries we es 9,566,000 4,213,000 13,779,000 
£9,807,000 £4,180,000 £13,987,000 £13,014,000 £5,005,000 £18,019,000 
General 


The net profits of the Parent companie, Limited £7,325,000, N.Y. FI.50,083,000 (£4,720,000) include revenue from subsidiaries to the extent to which 
profits of direct subsidiaries have been declared as dividends. A number of direct subsidiaries are themselves holding companies. The results of these 
companies incorporate the results of their subsidiarles as if they had distributed all their profits to thelr holding companies. Dividends declared by 


direct subsidlaries may therefore be represented partly by dividends, Including stock dividends, from their subsidiaries and partly by profits retained 
by those subsidiaries. 


lt should be borne in mind that there are restrictions on transfer of some foreign currencles. 
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STATEMENT B UNILEVER LIMITED AND UNILEVER N.V. AND THEIR SUBSIDIARIES 
Figures in italics represent deductions Consolidated Balance Sheets 








December 3st, 1952 
Combined 

£ 

76,439,000 


December 3st, 1953 















Limited 
£ 





CAPITAL EMPLOYED 





Limited 
£ 
(1) Preferantial Capital - Parent Companies 56,294,000 


N.Y. 
£ 
20,088,000 


Combined— 
£ 





£ 
20,145,000 


56,294,000 





76,382,000 





















(Il) Ordinary Capital and Reserves 












































































































17,118,000 20,096,000 | 37,214,000 Ordinary Capital - Parent Companies .. 17,118,000 20,040,000, 37,158,000 

8,191,090 7,920,000 16,111,000 Premiums on Capital issued geg wë 8,191,000 7,898,000 16,089,000 

76,011,000 35,962,000 111,973,000 Profits Retained In the Business .. ve 89,025,000 40,866,000 129,891,000 

) Ordinary Shareholders’ Funds ~ Parent 
101,320,000 3,978,000 165,298,000 Companies Se e SN oe 114,334,000 68,804,000 183,138,000 
(il) Outside shareholders’ interests in sub=- e 
14,153,000 7,288,000 21,441,000 sidiaries ez IW ra y Sg 14,463,000 7,543,000 22,006,000 
26,706,000 32,083,000 58,789,000 (IV) Loan Capital .. wt 1 sae vg ag 25,877,000 30,269,009 56,146,000 
9,682,000 9,682,900 — {V} Limited/ N.V. Inter-Group items ek 12,249,060 412,219,000 mg 
13,500,000 13,500,000 (Vi) Future United Kingdom Taxation : 17,250,000 — 17,250,000 
202,291 Kritt 133,176,000 335,467,090 i : 215,999,000 138,923,000 354,922,000 
EMPLOYMENT OF CAPITAL "ES 
£ £ £ £ £ £ 
(Vil) Land, Buildings, Plantations, Ships, 

76,507,000 73,365,000 149,872,000 Plant and Equipment ee oe, ae 79,994,000 77,142,000 157,136,000 

en 6,326,000 6,326,000 (VII) Interests not consolidated gg e — 6,060,000 6,060,000 

4,823,000 1,904,000 6,727,000 (IX) Trade Investments .. a dh e 4,990,000 1,623,000 6,613,000 

81,330,000 81,595,000 162,925,000 Fixed Assets 84,984,000 84,825,000 169,809,000 

(X) Current Assets 

102,190,000 80,146,000 182,336.000 Stocks We Sa ve Se e 101,891,000 84,466,000 186,357,000 

61,827,000 92,030,000 Debtors T DR Di sa oe 65,477,006 32,049,000 97,526,000 

1,053,000 6,638,000 Investments .. sd D Se Kë 10,773,000 4,760,000 15,533,000 

29,861,000 43,188,000 Cash and bank balances... ge Së 23,483,000 16,171,000 45,654,000 

194,934,000 129,261,000 324,192,000 207,624,000 137,446,000 345,070,000 

(XI) Current Liabilities 

36,936,000 37,928,000 74,864,000 Creditors ` z di ee 37,888,000 37,819,000 75,707,000 

{4,202,000 13,699,000 29,901,000 Short-term borrowing Sie Se ch 13,953,000 18,556,000 32,509,000 

20,612,000 21,725,000 42,337,000 Taxation H a4 e as ve 22,362,000 24,369,000 46,731,000 

2,220,000 2,328,000 4,548,000 Dividends .. e? d Ss Ga 2,406,000 ,404, 5,010,000 

73,970,000 77,680,000 151,650,000 76,609,000 83,348,000 159,957 000 

120,961,000 51,581,000 172,542,000 Net Current Assets [31,015,000 54,098,000 185,113,000 
202,291,000 133,176,000 335,467,000 215,999,000 138,923,000 354,922,000 





EE po 





[ane E E E er aÁ 


Notes 


Foreign currencies have been converted into sterling or guilders at the rates ruling at the date of the balance sheets. As stated in the Report of the 
Directors this represents a change in treatment of fixed assets but all comparative figures shown for 1952 have been re-started on the basis now applicable. _ 
{ll} The Equalization Agreement provides thar the relationship between the ordinary capitals of Limited and N.V., for dividend purposes and on 
liquidation, shall be based on a rate of £1 = EL, 
Details of the changes made in the Reserves in arriving ac the comparative figures for 1952 and of chose ansing in 1953 are set out in the Notes 
given on Statement C which also shows the composition of Profits Retained in the Business ac December 31st, 1953. 
The reserves of N V., are subject to any losser that may arise on interests not consolidated £6,060,000 referred to under (VIII) below. 

(IV) Loan Capital Is secured to the extent of. Limited £24,348,000, N.V. £2,271,000. 

(Y) This is the net balance of several accounts and Incorporates loans of £11,500,000 by the Limited Group to the N.V. Group which are secured on 
shares of subsidiaries of N.V. 

(VII) The comparative figures for 1952 reflect the changes made In accordance with the decisions on presentation of the accounts referred to In the Report 
of the Directors, including the revaluation of fixed assets, the adoption of the current rate of exchange for the conversion of the foreign currency 
values of fixed assets and the elimination of Premiums, less Discounts, at which shares in subsidiartes are held, Including Goodwill. Details of these 
changes, the movements during the year 1953, and the composition of che net values at December 31st, 1953, are given on Statement D. 

(VUI) This comprises interests in Czechoslovakia, Yugoslavia, Roumania, Poland, Hungary and China. 

(IX) In Limited, trade investments are shown at net book value at December 31st, 1947, with addicions at cost or valuation, less £100,000 written off. 
The decrease in N.V. during the year arises mainly from eliminating interests in companies which have become subsidiaries during the year, and 
are now consolidated. 

(X) Investments comprise — quoted, Limited £8,106,000, N.Y. £4,722,000 - market value, Limited £8,028,000, N.V. £5,643,000 — and unquoted, Limited 
£2.€67,000, N.Y. £38,000. 

(XI) Short-term borrowings in N,V. are secured to the extent of £2,579,000, In N.Y., taxation Includes a provision for contingencies, 

General 
in order to conform to the seasonal nature of thelr operations, the financial year of some subsidiaries having interests In Africa ends on August Jistr. 
With che consent of the Board of Trade the accounts of these companies have been consolidated on che basis of estimated accounts at December 3ist. 
There are contingent liabilities, upon which no loss Is expected. 
The estimated commitments for capital expenditure at December 31st, 1953. were approximately — Limited £5,000,000, N.V. £3,000,000. 
It should be borne in mind thae there are restrictions on transfer of some forelgn currencies. 


contained in a 30-page 11 by 8 inch booklet. The which extends the move in recent years away from 
accounts, it will be noted, give a three-angle view of the historic and the use of replacement depreciation. 
the Unilever family: the English and the Durch (NV) The present report recapitulates the post-war 
sides, and the Combined. This English-Dutch accounting development. The method of estimating 
Unilever family relationship is a study in itself. additional charge required to bring total depreciation 

The first change to note is the asset revaluation to a replacement basis, it is pointed out, was estab- 
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lished soon after the end of the war when prices were 
constantly rising and when the company’s post-war 
géconstruction and modernization plans were about 

o be implemented. The basis adopted for providing 
additional depreciation proved to be “more than 
adequate’. e , 


Currency Conversion 


The report further notes the company’s previous 
practice of converting foreign currency fixed assets 
into sterling or guilders at the rate ruling at date of 
acquisition or revaluation so that, subject to reduction 
for depreciation, a constant sterling or guilder value 
was maintained irrespective of later exchange fluctua- 
tions. In those days ‘we regarded any values expressed 
in pounds or guilders as completely stable’. 
With prices and exchange rates tending to be 
“governed by more normal economic factors, the 
directors decided to review the basis for balance 
sheet asset values and at the same time to make other 
revisions in presentation of the accounts so as to give 
_a/picture ‘more nearly in accord with current con- 
ditions’. 
The changes are set down under three. heads. 
Introducing the first, the report explains that fixed 


STATEMENT C 
Figures in italics represent deductions 
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assets in a number of countries have already been 
revalued over a period of years. In countries such as 
France, Belgium and Germany, this resulted from 
Government regulations; in others, such as Canada 
and Australia, the step was taken for purposes of 
local policy. 

It has now been decided that the time has come to 
revalue other fixed assets on the basis of their current 
economic value, with particular regard to techno- 
logical changes, the expected pattern of demand for 
the company’s products, and the extent to which the 
post-war replacement programmes have been carried 
out..In each case, the decision has been influenced 
by the need to establish reasonable values based on 
the potential efficient and economic use of the asset 
concerned, 

The total of fixed assets after revaluation on geg 
lines is ‘still conservative’ but is put forward as ‘more 
realistic and to be preferred to the outcome of a 
general revaluation by the application of rigid index 
figures to historical cost’. 


Accounting Date Rates ` 
The second accounting change is the adoption of ac- 


counting date exchange rates. Reference to this change 


RESERVES 


Representing a consolidation of the figures of LIMITED and N,V. and their subsidiaries 


December Aler, 1952 
Combined 
















December 3] st, 1953 i 
Combined 



























Limited Limited N.Y, 
£ £ £ £ £ 

Premiums on Capital ees by the Parent Com- ke Sp 
8,191,600 7,920,000 16,121,000 panies e Wa Se SS ae 7,898,000- 16,089,000 

ge Profits Retained in the Business: ' à 
34,395,000 7,430,000 41 .825,000 Parent Companies .. oe os 38,243,000 8,201,600 46,444,000 
31,816,000 26.490,009 58,306,000 Subsidiaries .. ee oe oe E së 40,982,000 £29, 71.611.000 
~ 9,800,000 2,042,000 11,842,000 Stock Reserves es y e Sé 00,000 11,836,000 
=~ 76,011,000 35,962,000 111,973,000 129,891,000 

















Notes 


' Comparative "Ss? at E 3st, 1952 


The 1952 figures. shown above give effect to the decisions referred to in the Report of the Directors relating to changes In the presentation of che 
accounts Including the ellmination from the Balance Sheet of the item ‘Premiums, less Discounes, at which shares in R are held, including 


Goodwill’, The relative adjustments to che reserves as shown in the accounts for 1952 are as ser out below: 


Total Copital (Profi ee Retained) 
Limited: WW £ £ € 
At December 31st, 1952, . Tote ae ee Se Sc 109,65 1.000 31,012.000 78,639,000 
Transferred to Profits Retained Së Se e eg è 21,152,000 21,152,009 
Conversion Differences eg Si Gs i a 270,000 270,000 
Applied to Premiums etc. and Goodwill .. oe oe e A 25,179,000 1,669,000 23,510,000 
, At December 3st, 1952, after SEH i , 
Premium Reserve .. ae eg oe KS S 8,191,000 8,194,000 
Profits Retained .. ae a éi E 6 76,01 1,000 76,011,000 
N,V. - £ £ £ 
At December 31st, 1952 . Wo KH Ai j i 8 60,983,000 32,236,000 28,747,000 
- Transferred to Profits Retained... ene sid PA ‘ ee 13,827,000 13,827,000 
- Conversion Differences oa “a is NA Gë 314,000 314,000 
- Appiled to Premiums etc. and Goodwill eg We SN 7 16,787,000 16,489,000 6,298,006 
At December 3fsc, 1952, after adjustment: 
Premium Reserve .. See Ke Sa ia es ds d 7,920,000 7,320,000 
po " Profits Retained ... Se ie ais eg Le a ep 35,962,000 35,962, 090 


venue 





= 7 














The transfers.fram Captral Reserves to Profits Retalned represent in Limited post-war refund of excess profits tax £849,000 and In both Limited and 
N.V. the Fixed Assees Replacement Reserves. As explained in the Report of the Directors Ic is not now necessary to add further amounts to these 
reserves and Ít Is considered that the balances ac December 3Ise, (952, can be aggregated with the other reserves in Profits Retained in che Business. 


Movements arlsing in 1953 
In N.V. the sterling equivalents brought forward from [952 show reductions of £22,000 and £101,000 in Premiums on Capital and Profits Retained 
respectively, as a result of converting the guilder at £1 = FI.10.61 In [953 against €1.== FI.10.58 In 1952. 
The Profits Retained in 1953 are shown on Statement A. In Limited there Is an adjustment of £400,000 between the profits retained by the Parent 
Company and subsidiaries by reason of bonus shares received from a subsidiary company. 
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was made in a contributed article last week. Briefly, 
now that circumstances have led to fixed asset 
revaluation in the United Kingdom and the Nether- 
lands, it is no longer considered logical to express 
fixed assets of foreign subsidiaries at the original 
pound or guilder equivalent. With fixed, and, to a 
considerable extent, current assets forming part of 
capital permanently employed in foreign subsidiaries, 
the board see ‘no justification for consolidating the 
two categories of assets on different bases’. All 
foreign assets are therefore consolidated at year-end 
exchange rates. 


The third step is the elimination of ‘Premiums and 
Goodwill — £60,885,000’. It is a real asset, though 
intangible. But ‘the figure is no longer the true value’ 
and the directors fail to see any satisfactory method 
of establishing present value. In fact, ‘the real value is 
best indicated by the profits earned each year’ — 
which is, of course, the essence of goodwill. So the 
item is to be eliminated and the balance sheet con- 
fined to the tangibles. 


STATEMENT D 
Figures in italics represent deductions 
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No Deviation 


It is emphasized that the accounting changes do not 
mean a deviation from the principle of basing depre 
ciation on replacement value. Under the new con 
ditions, the charge for depreciation ‘is based on the 
revalued fixed assets in full accordance with this 
principle’. This charge replaces the previous lower 
figure for depreciation and the annual additions to 
replacement reserve. 

‘But if there were again a major degree of inflation, 
the report concludes on this subject, ‘it would un- 
doubtedly entail a return to the setting aside of 
reserves for replacement of fixed assets’. 


Money Market 


Treasury bill applications totalled £391,695,000 on 
May 14th in the first tender following the reduced 
bank rate. The market’s bid of {99 115 5d against” 
£99 9s 9d the previous week secured 50 per cent 
allotment and the average rate fell from £2 os 10°84d 
to {1 145 1°75d per Cent. P 


LAND, BUILDINGS, PLANTATIONS, SHIPS, PLANT AND EQUIPMENT 
Representing 2 consolidation of the figures of LIMITED and N.V. and thelr subsidiaries 




































1952 1953 - 
WEEN 
- Limited N.V. Combined Limited Combined 
COST OR VALUATION BEE 
£ £ £ £ £ £ ` 
88,071,000 86,934,000 175,005,000 At January Ist eh i E 94,726,000 | 10,879,000 205,605,000 
- 13,928,000 15,126,000 29,054,000 Expenditure K 12,016,000 23,772,000 
1,033,000 1,523,000 2,556,000 Proceeds of sales as Ls ae i 054,000 ` 2,337,000 
1,029,000 1,748,000 2,768,000 Adjustments in respect of disposals ` d Se 847,000 2,094,000 2,941,000 
99,946,509 98,789,000 198,735,600 At December Ziler eh 104,841,000 119,258,000 224,099,000 
DEPRECIATION i 
30,906,000 29,118,000 60,024,000 At January Ist Gë z4 i 18,224,000 36,989,000 55,213,000 
5,717,000 5,825,000 11,542,000 Charged to revenue .. d ia 7,796,000 7,358,000 15,154,000 
1,649,000 2,045,000 3,694,000 Adjustments in respect of disposals : 1,173,000 2,231,000 404,000 ` - 
34,974,000 32,898,000 67,872,600 ‘At December 3Ist .. we Ke 24,847 ,000 42,116,000 66,963,000 
64,972,000 65,891,000 | 130,863,000 
11,535,000 7,474,000 19,009,000 Surplus on revaluation and conversion differences 
76,507,000 73,365,000 149,872,000 Net Balance Sheet Values es 79,994,000 77,142,060 157,136,006 
DETAILS OF NET BALANCE SHEET MORES 
35,732,000 32,113,000 67,845,000 Land, Buildings and Plantations . 37,425,000 34,308,000 71,733,000 
40,775,000 41,252,000 82,027,000 Ships, Plant and Equipment 42,569,000 42,834,000 85,403,000 
764,507,000 73, 365 7000 149,872, 000 79,994,000 77,142,000 157,134,000 











" Notes 


Land, Bulldings, etc. 


These assets are stated at cost or as valued by Directors at various dates. 


The addition of £19,009,000 to the net value of fixed assets at December 3ist, 1952, as shown above represents the surplus on revaluation of certain 
fixed assets ar January Ist, 1953, and the effect of recalculating the sterling/guilder equivalent of fixed assets in foreign countries at the rates of exchange 
ruling on December 31st, 1952, as referred to in the Report of the Directors. The figures shown as the balances of cost or valuation and depreciation 
at January Ist, 1953, incorporate the effect of these changes and the consolidation of new subsidiaries and therefore differ materially from the corre- 


sponding figures shown for December 31st, 1952, before making those changes, 


Premiums, less Discounts, at which shares in subsidiaries are held, and Goodwill 


a 


This item, appearing In the Balance Sheet at December 31st, 1952, at Limited £37,248,000, N.Y. £23,637,000, Combined £60,885,000, has been eliminated 


by the application of: 


Surplus on revaluation of fixed assets and conversion differences after 
allowing for outside shareholders’ interests and other adjustments... 
Reserves 


aa ag ee oe aa ne ze ae a ae 


Limited 
£ 


12,969,000 
25,179,000 


£37,248,000 








N.Y. 
£ 


6,850,000 
16,787,000 


£23,637,000 





Combined 
£ 


18,919,000 
41,966,000 


£60,885,000 
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~- CORRESPONDENCE 


Letters must be authenticated by the name and address of the writer, not necessarily for publication. 
The Editor does not necessarily agree with, or hold himself responsible for, the opinions expressed. 


Estate Duties: Revue of Anomalies 


Sir, — We refer to the excellent memorandum sub- 
mitted by the Council of The Institute of Chartered 
Accountants in England and Wales to the Board of 
Inland Revenue on the above subject, printed in 
your issue of December 5th, 1953, particularly with 
regard to the effect and application of Section 55, 
Finance Act, 1940. 

We are particularly concerned with the part of 
paragraph 38 (a) (ii), reading — 

' ‘Moreover, the requirement to take into account 

ares held in trust is interpreted by the Inland 

‘Revenue in such a way as to bring Section 55 into 

operation on the death of any one of several bene- 

ficiaries (or indeed on the death of each of several 
beneficiaries). Thus, if trustees hold 60 per cent of 

a company’s capital on trust to divide the income 

equally between five beneficiaries, then on the death 

of any one of the five regard would be had to the 

60 per cent holding in which he had an interest 

(thereby bringing Section 55 into operation) and 

not to the deceased’s 12 per cent interest in the 

income,’ 

We should be obliged if you would inform us 
whether the Court has lent its authority to this 
interpretation by the Inland Revenue or whether it 
refers to cases which have been agreed with the 
Estate Duty Office. 

Yours faithfully, 


Oldham, Lancs. WM. WRIGLEY & SON. 


We, understand that the paragraph quoted by our ` 


correspondents was an illustration of the extent to 
which a point taken by the Estate Duty Office could 
go. It seems that this point will not arise in future in 
‘the light of the amendment proposed by the current 
Finance Bill, clause 26 (4) (a). — Editor.] 


Schedule A Assessments 


Sır, — There has been a great deal of emphasis 
recently placed on the need for economy in Govern- 
ment expenditure and it seems incredible that the 
department of Inland Revenue has taken no steps to 
save the public many thousands of pounds by 
amending their procedure with regard to Schedule A 
assessments, 

Practitioners will be well aware of the deplorable 
waste of time and effort involved in preparing details 


for tax computations of these assessments on limited’ 


ypanies merely to eliminate them from the Case I 
mputation,. fo say nothing of the waste involved in 
the ridiculous system of raising additional Schedule 
A assessments for past years, accompanied by 
corresponding relief under Schedule D. 
It would not seem beyond the wit of the Inland 
Revenue to devise a scheme whereby tax on the 
ownership of properties by companies liable to be 


taxed under Schedule D is collected under that 
schedule and the Schedule A assessments cancelled, 
thus simplifying the collection of this tax, reducing 
Section 341 claims, and making considerable savings 
of both man (and woman) power and money. 

The expense of keeping a check on these properties 
would be insignificant compared with the present 
enormous cost of assessment and collection. 

Yours faithfully, 


Bolton. J. C. BROWN. 


The Finance Bill: Clause 16 


Sir, -I have read your editorial of April 24th on 
the Finance Bill with particular interest in your 
comment on clause 16. 

A perusal of the Bill, and in particular of Sec- 
tion 16, sub-paragraph (3), suggests the possibility 
of continuation provisions applying on a change 
from a person trading alone or persons trading in 
partnership, as well as on a company reconstruction. 
I hope this interpretation is incorrect; if not, there 
would appear to be a strong probability of double 
assessments during the year immediately after the 
change (e.g. where a private firm is converted to a 
limited company) where part of the income which 
would not formerly be assessed Schedule E falls 
now to be so assessed. 

I should be glad of your views on this point. 

Yours faithfully, 

Manchester. J. ROSS. 


{Clause 16 (1) covers the case where a trade would be 
deemed to have been permanently discontinued by 
reason only of a change in the persons carrying it on. 
Clause 16 (3) extends the operation of clause 16 (r) to 
the case where a trade has in fact been permanently 
discontinued. But clause 16 (1) still cannot apply 
unless the trade in question had been carried on by a 
company. 

We agree with our correspondent that if our inter- 
pretation were not correct, there would be scope for 
a good deal of double assessment. — Editor.] 


Unquoted Shares 
Sir, — I have found Mr E. L. Fairweather’s lecture 


" in your May 8th issue very interesting and from my 


reading of same conclude that, providing shares of a 
limited private company are fairly and properly 
advertised for sale, then the revenue authorities will 
be prepared to accept the price received as a true 
valuation for probate purposes. 

Would this be equally true for a family business. 
where a shareholding relative of the deceased might: 
= make the highest, if not the only, bid fcr such. 
shares? 


Beckenham, Kent. 


Yours truly, 
L. CHAMBERLAIN. 
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Standard Costs 


Sir, ~ Having read with interest the correspondence 
in the issues of April 3rd and May 1st on the use of 
standard costs in a small engineering firm, I feel 
that some clarification is desirable. A standard costing 
system does, of course, produce standard product 
costs, and presumably in saying that a standard 
costing system does not produce product costs, the 
writers of previous letters have had in mind actual 
product costs. 

- If actual product costs are required when using a 
standard costing system, an appropriate adjustment 
can be made in the standard product costs by the 
addition or subtraction of the current level of 
variances. 

The cost of operating a system of standard costing 
may be divided into two parts: (i) the cost of the 
initial installation, and (ii) the processing of the 
information thereafter. 

The first part may well seem expensive, but may, 
on its own, produce savings equal to or in excess of 
the expense involved. 

Regarding the running costs of the system, it has 
been stated by an authority on the subject that the 
cost of operating a scheme of standard costs is never 
more, and is usually less, than the cost of operating a 
comprehensive scheme of job costs. My own experi- 
ence would lead me to support this statement. 

Without doubt considerable effort is needed to set 
up a system of budgetary control and standard 
product costs, but once this has been done, the 
operation of it is comparatively simple and the gains 


are far reaching. l 
Southampton. J. M. 5. RISK. 


Group Insurance 


SIR, - — Your correspondent, Mr Herbert A. Adams, 
stated in his article (April 17th issue) entitled ‘Ex- 
penses of directors EE senior executives: taxation 
treatment’ 


‘Not satisfied with ‘home savings” assessments the 
Inland Revenue have recently launched a new attack 
on directors and senior executives earning over 
£2,000 per annum. If employers run a group 

`- Insurance for the benefit of their staff and the com- 
pany pays the premium and the benefit is received 
direct by the employee or his nominee, the Inland 
Revenue contend that the premium in the case of 
the director or the senior executive ts to be treated as 
income and subject to tax. Furthermore, companies 
are expected to make a return of such payments to 
the Collector of Taxes.’ 


From my own experience I cannot understand 
why Mr. Adams is under the impression that the 
statement quoted above does in fact represent the 
general view of the Inland Revenue on this subject. 
My own company runs a straightforward group 
personal accident insurance for senior employees and 
directors and we’ were able to obtain from our 
Inspector, without difficulty, his written confirmation 
that the prémiums will not be assessed as income of 
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the members of the scheme and from the company’s 
point.of view will be allowed as expenses for all_tax 
purposes, except in the case of controlling directo 

It occurs to me, therefore, that Mr Adams migiit 
in fact have had in mind a case where controllthg 
directors’ premiums are treated as income and subject 
to tax. 

Yours faithfully, 


R. A. H. 


[Mr Adams writes: I regret that my article gave the 
impression that the Inland Revenue ruling was a 
general one; certain Inspectors are, however, raising 
such assessments ~ hence my last paragraph under 
this section — Editor.] 


Trading by Insolvent Company 


Sir, -I came across recently the liquidation | of d 
private company which has a very interesting aspect. 

This company has been trading for sixteen or 
seventeen years and my own company have given 
them credit and have never had any difficulty with~ 
their account. We supplied goods to them in January / 
and suddenly, on March 15th, we received a notice 
calling a meeting of creditors. The state of affairs 
submitted was roughly as follows: 


Assets, including plant, buildings, stock, 





etc., at estimated realizable value {£10,000 
Trade creditors .. £9,000 
Loan from director . 5,000 - 
Bank overdraft .. Gg .. 47,000 
61,000 
Deficit £,51,000 
LH 


It appears that the company has been making’ 
trading losses for the last three years at an ave 
rate of {15,000 per year and these losses have been ` 
made up by borrowing from the bank. 
The bank overdraft is guaranteed personally be" 
one of the directors and the bank do not lose a penny. 
Surely there is something wrong with the Com- 
panies Acts if this state of affairs can go on, the result 
being that the creditors receive no warning that there 
is anything wrong with the company, no mention 
being made, of course, in the balance sheet that the 
bank overdraft is in any way secured? 
Yours faithfully, 
Glasgow, SE. J. ALAN KING. 


[The Companies Act, 1948, Section 332, imposes 
liability on persons who were knowingly parties to the 
carrying on of a company’s business with intent to 
defraud creditors. Such an intent may in certain 
circumstances be inferred where the company incurs 
debts at a time when there is to the knowledge of4 
director no reasonable prospect of the creditor vii 
receiving payment (Re William C. Léitch Bros. Lt 
([1932] 2 Ch. 71, 77)). Whether the section applies in 
the case cited by our correspondent is of course a 
matter for investigation. Everyone who trades with a 
limited liability company has full notice of its limited 
liability, by reason of the inclusion of the word 
‘limited’ in its name. — Editor.] 
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Reports of Public Companies 


THE ACCOUNTANT ANNUAL AWARD 
Winner of the 1954 Award Announced 


Nearly five hundred public companies submitted their reports and accounts, 
as laid before their general meetings in 1953, for consideration for the first 
of The Accountant Annual Awards. All these were subjected to a preliminary 
screening by reference to standards of qualification determined by the Panel 
of Judges, and a number were selected for submission to the Panel for final 
decision. 

Following their detailed consideration of these, the Panel has made the 
Award for 1954 to 


THOS. W. WARD LIMITED, of Sheffield, 


in respect of their report and accounts for the year ended June 3oth, 1953. 
The Award will take the form of a pair of beautiful hand-made silver 
wall sconces, specially designed for this purpose. 


Presentation by the Lord Mayor of London. 
The Lord Mayor of London has kindly agreed to present this first Award 
in June at the Hall of the Worshipful Company of Tallow Chandlers (by 
kind permission of the Master and Wardens of that Company). A full report 
with photographs of this presentation, together with a description of the 
Award, will be published in our issue of July 3rd. 


Winning Company’s Report and Accounts 
SPECIAL SUPPLEMENT TO The Accountant 


We shall have great pleasure in including, as a special supplement to | 


The Accountant of July 3rd, a copy of the actual report and accounts of 
Thos. W. Ward Limited, together with the chairman’s review, for the year 
ended June 3oth, 1953. 


Panel of Judges 
The following are serving on the Panel of Judges: Mr Montagu Gedge, a.c., 
Chairman; Mr W. L. Barrows, J.P., F.c.A.; Sir Harold Barton, F.c.a.; Lord 
Latham, J.P., F.a.c.c.a.; Mr Thomas Lister, M.A., GA: Mr Bertram Nelson, 
LP: F.8.A.A.; Mr G. Tyser; Mr Derek du Pré, Editor, The Accountant. 


The Accountant Award is made annually to a company whose shares 


are quoted on a recognized stock exchange in the United Kingdom, in — 


relation to the form and content of the report and accounts as issued to its 
members. The factors which are considered by the Panel of Judges include 
the adequacy of the information given and its presentation. 
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THE SOCIETY OF INCORPORATED . 
ACCOUNTANTS AND AUDITORS B 
REPORT OF THE COUNCIL AND ACCOUNTS FOR 1953 


We reproduce below extracts from the sixty-ninth annual report of the Council of | 
the Society of Incorporated Accountants and Auditors, and accounts for the year E 
1953, which will be presented at the sixty-ninth annual general meeting of the 

Society to be held at Incorporated Accountants’ Hall, Temple Place, Victoria 
Embankment, London, WC2, at 2.30 p.m., on Wednesday, May 26th, 1954. 


Coronation of Her Majesty Queen Elizabeth II 


The following is the text of a Loyal Address presented to 
the Queen in the name of the members of the Society: 

‘TO HER MOST EXCELLENT MAJESTY QUEEN ELIZABETH II 

‘May it please Your Most Gracious Majesty.. 

‘We, the President, Vice-President, Council, and members of 
the Society of Incorporated Accountants and Auditors respect- 
fully offer loyal and heartfelt congratulations to Your Majesty 
on the occasion of Your Coronation. It 1s our earnest prayer 
that Your Majesty may long be spared to reign in peace, 
happiness and prosperity over Your loyal and devoted subjects.’ 
The President received the following reply from the 

Home Secretary: 

‘I have had'the honour to lay before the Queen the Loyal and 
dutiful Address of the President, Vice-President, Council and 
Members of the Society of Incorporated Accountants and 
Auditors on the occasion of Her Majesty’s Coronation, and I 
have it in Command from the Queen to convey to you Her 
Majesty’s warm thanks for the expressions of loyalty and 
devotion which it contains.’ 

The President was honoured by an invitation to attend 
the Coronation of Her Majesty in Westminster Abbey on 
June 2nd. 

Mr P. G. S. Ritchie, who was accompanied by Mrs 
Ritchie, represented the Scottish Branch of the Society at 
the national service of thanksgiving and dedication in 
St Giles’ Cathedral on June 24th. Mr and Mrs Ritchie also 
attended a garden party on June 24th and a reception on 
the evening of June 25th, at the Palace of Holyrood House. 


President and Vice-President 
At a meeting of the Council held on May roth, Mr C. 
Percy Barrowcliff, Fellow, Middlesbrough, and Mr Bertram 
Nelson, Fellow, Liverpool, were re-elected President and 
Vice-President of the Society respectively for the ensuing 
year. 




















Membership 
Asso- Hon. 
Fellows ciates Members Total 
As at December 31st, 195r 1,968 7,235 I 9,204 
As at December 31st, 1952 1,993 7,523 2 9,518 
Add 
New members and re- 
admissions .. E 5 573 578 
Flonorary members Si 2 2 
Transferred from asso~ 
ciateship A 115 1X5 
2,113 8,096 4 10,213 
Deduct 
Transferred to fellowship TIS 115 
Resignations, deaths an 
other causes .. ax 45 95 EI, 
As at December 31st, 1953 2,068 7,906 4 9,978 
Members in practice Gi 1,684 1,775 3,459 
Members notin practice .. 384 5131 6,515 
Obituary 


The Council records with deep regret the deaths of seventy- 
seven members since the date of the last report. .. . 


Honorary Member 


Mr J. R. N. Stone, C.B.E., M.A., Fellow of King’s College, 
Cambridge, was elected an honorary member of the Society 
at a meeting of the Council in January 1954. Mr Stone, 
who is Director of the Department of Applied Economics 
in the University of Cambridge, has an ie 
reputation as an economist and statistician and has n 
a staunch friend of the Society for many years. 


Capel House 


The Council records with great pleasure and gratitude t} 
gift of Capel House, Enfield. This most generous gift has 
been made by Colonel S. A. Medcalf, 0.B.E., T.D., D.L., to 
enable the Society, in due course, to carry out educational 
and research work on an extended scale. Scheduled as an 
historic building, Capel House stands in its own grounds of 
about sixty acres. The property is readily accessible from 
London, being situated about one mile from Enfield. 

In addition to Capel House, Colonel Medcalf is generously 
donating investments which, after the deduction of certain 
provisions, will provide an endowment fund of approxi- 
mately {27,000 towards the upkeep and maintenance of 
the property. Both Capel House and the endowment fund 
have been vested in trustees appointed by Colonel Medcalf 
and the Society. Separate accounts of the Medcalf Trust 
will be issued annually. i 

Colonel Medcalf and his sister will remain in occupation 
of Capel House during their respective lifetimes; thereafter 
the property will be used by the Society for the educational” 
and research purposes mentioned. 

It is with a deep sense of obligation that the Counci 
records its appreciation of these munificent gifts. ct 


Netherlands Institute of Accountants 


The President, accompanied by Mrs Barrowcliff, repre- 
sented the Society at the Yearday of the Nederlands 
Instituut van Accountants in Amsterdam on October 3rd, 
Two papers were presented and discussed during the day, 
one on the direction and tempo of industrialization in the 
Netherlands and the other on trends in published annual 
accounts. I'he Council has expressed its gratitude to the 
Netherlands Institute for the hospitality extended to the 
President and Mrs Barrowcliff. 


Taxation Course 


A course on taxation, attended by 188 members, was held. 
at King’s College and Gonville and Caius College, Cam- ` 
bridge, from September 17th to 22nd. i 
On the first evening an address was given by Sir Eric 
Bamford, K.C.B., K.B.E., C.M.G., Chairman of the Board of 
Inland Revenue, on ‘What the Inland Revenue expects 9 
the accountancy profession’, and later in the course there 
was a discussion on ‘Appellate procedure’ led by Mr A. 
Stuart Allen, F.s.a.A., Mr H. Major Allen, Barrister-at-Law, 
and Mr L. Barford, a Past-President of the Association of | 
H.M. Inspectors of Taxes. Papers were presented by: d 
Mr H. Major Allen, Barrister-at-Law, and Mr W. G. A. 
Russell, F.S.A.A., on “The structure of companies in relation 
to taxation’. ~ S 


May 22nd, 1954 


Mr Geoffrey ‘Tribe, Barrister-at-Law, on “The practical 
aspects of saving estate duty’. 

Ar D. O. Bailey, A.s.a.a., on “The Finance Act, 1953’. 

Mr J. R. Paramour, F.C.A., F.S.A.A., on ‘Statutory and non- 
statutory reliefs’. 

.Professor F. Sewell Bray, F.C.A., ¥.8.A.A., on “The nature and 
purpose of direct taxation’. , 

Mr Frank Bower, C.B.E., M.A., on ‘Taxes and inter-connected 
companies’. 

Mr J. William Hope, c.p.a. (Immediate Past-President of the 
American Institute of Accountants), on “The organization 
of an accountant’s office in the U.S.A., with particular 
reference to taxation’. 


Articled Clerks and Bye-law Candidates 


During the year 575 articles were registered and 1,005 bye- 
law candidates were enrolled. The figures for the past 
three years are: i 


Articled Bye-law 
Clerks Candidates Total 
IQ5I oe eh Ss 532 665 1,197 
J 1952 .. 475 655 1,130 
1953 -- 575 1,005 1,580 


‘The introduction of the new registration regulations on 
July rst had a marked effect on the number of bye-law 
candidates enrolled during the year. It is not anticipated 
that the number will be so large in 1954. 


~ Examinations 


Four hundred and thirty-five candidates completed the 
Final examination during 1953. The following is an analysis 
of the results of the examinations held during the year: 


Preliminary Intermediate 


Passed Passed 
142-35% 596 -38% 


Sat 
407 


Sat 
1,563 
Final 


Part I only Part II only Parts I and II 


ai one sitting 
Sat Passed Sat Passed Sat Passed 
“1,228 412-34% 498 310-64% 289 69-24% 
Of the 289 candidates who sat for Parts I and II of the 
Final examination together, 135 failed both parts, but 
E passed Part I only and 47 Part II only. 


` 


Examination Honours 


The Gold Medal for the year was awarded to John Derrik 
Zender, Coventry, and the Silver Medal to Donald 
Frederick McPhee, Manchester. 


Fhe Universities and the Accountancy Profession 


The Joint Standing Committee of the Universities and the 
Accountancy Profession, which is responsible for the 
‘general supervision of a scheme whereby a university 
_ degree and an accountancy qualification may be obtained 
after an integrated course of study, published its second 
report in December. There are now twelve universities 
participating in the scheme, which is proceeding on the 
lines envisaged by Sir Arnold McNair’s Committee. The 
number of students taking the courses is, however, still 
below the McNair estimates. But only the entrants in the 
early years have yet had time to complete both the degree 
course and their accountancy training, so the scheme must 
be regarded as being still in the experimental stage. 
Society Scholarships 
“December the Council announced its intention to 
romote a University Scholarship Scheme in the autumn 
of 1954. The‘intention is to enable present or future 


members of the Society to undertake, or continue, a course — 


of university study. 

The value of a scholarship will be £100 per annum for a 
period not exceeding three years, and in any one year the 
number of scholarships current at the same time will be 
limited to three.’ 

In general, applications will be considered from students 


A 
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about to enter a university, from present undergraduates 
in special circumstances and from incorporated accountants 
who either intend to read for a first degree or, having the 
necessary academic qualifications, propose to proceed to a 
higher degree. 

Candidates who do well in the Society’s Intermediate 
examination and who satisfy the regulations for university 
entrants will also be considered. Further details about the 
scheme will be published shortly. 


Day Release Scheme for Scottish Students 


The Scottish Branch of the Society has organized a day 
release scheme under which students who obtain the per- 
mission of their employers may pursue their studies for 
the Society’s examinations at special classes held on one 
day each week during each session (September to following 
May). Four separate classes have been arranged: a prepara- 
tory class and classes for Intermediate, Part I Final and 
Part II Final students. Further details may be obtained 
from the hon. secretary of the Scottish Branch. 


Branches and District Societies 


The annual conference of representatives of branches and 
district societies and members of the Council was held at 
Incorporated Accountants’ Hall on May 2oth, and a meeting 
between honorary secretaries and officers of the Society 
was held on the following day. A further meeting with 
branch and district society representatives took place on 
July 8th. It is hoped that in future at least two meetings 


-shall be held every year with representatives of branches 


and distriét societies. 

Comprehensive lecture programmes were again arranged 
in most areas and some 400 meetings were held throughout 
the country. Revision courses for Intermediate and Final 
students, organized by the London Students’ Society, 
were held at Ashridge in April and at King’s College, 
London, in October. A similar course, arranged by the 
Dublin Students’ Society, was held in Dublin in October. 

The title of the Leicester District Society was changed 
during the year to “The Leicestershire and Northampton- 
shire District Society of Incorporated Accountants’. 

Dinners were given by a number of district societies, 
and special mention-is made of the dinner held in Bristol 
on November 26th to celebrate the fiftieth anniversary of 
the West of England District Society. ... 


South African Branches 


A summary of the report of the South African Branches is 
to be found on page 23.1 This includes a short account of 
the work of the Public Accountants’ and Auditors’ Board 
and it will be noted that both the chairman and vice- 
chairman of the Board are incorporated accountants. 


Central African Branch 


With the approval of the Council, a decision was taken at 
a meeting in Salisbury on June 26th to establish a new 
branch of the Society with jurisdiction in Southern 
Rhodesia, Northern Rhodesia and. Nyasaland. Mr R. G. 
Wuth was elected chairman of a temporary committee and 
Mr B. Gelfand was appointed honorary secretary. 

The establishment of this new branch, the Central 
African Branch, was facilitated by the encouragement and 
financial support given by the Committee of the South 
African Northern Branch which has previously been 
responsible for the interests of the Society and its eighty- 
three members in the Federated territories. 


Accounting for Changing Price Levels 


Meetings of representatives of the English and Scottish 
Institutes of Chartered Accountants, the Association of 
Certified and Corporate Accountants, and the Society, were 
held during 1953 to consider the practical issues involved 
in the measurement of profits for periods during which 


1 Not reproduced. ~ Editor. 
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material changes in the purchasing power of money are 
occurring; unfortunately no agreement was reached which 
would allow of a joint pronouncement. 

The Council over the past few years has given anxious 
consideration to the principles involved and has noted the 
concern felt in many quarters about the harmful effects 
upon the economy of profit measurements which disregard 
the implications of changing money values. The Council 
has also observed a demand for the adoption ofnew methods 
designed to promote a more realistic measurement of profit. 

Accordingly, in December, the Council felt it necessary 
to issue to members a statement encouraging the wider use 
of new methods in calculating the profits shown in financial 
accounts. This statement affirmed that accounts prepared 
by reference to replacement costs should be regarded as an 
acceptable alternative to those prepared by reference to 
historical costs, and it included suggestions designed to 
assist members in giving effect to the new methods; in 
particular it dealt with the depreciation of fixed assets and 
the valuation of stock and work in progress. 


Estate Duty Anomalies 


The Council accepted an invitation from the Board of 
Inland Revenue to submit information about estate duty 
anomalies, particularly in regard to Section 55 of the 
Finance Act, 1940. The Board’s inquiry was made in con- 
nection with the Chancellor of the Exchequer’s review of 
the incidence of the duty on family businesses. 

The principal recommendation in the memorandum sub- 
mitted by the Council was that Section 55 should be applied 
only where it was proved as a matter of fact that the forma- 
tion or acquisition of control of a company had as its main 
purpose, or one of its main purposes, the avoidance of 
liability to duty. Where this was proved the Commissioners 
should have a discretion to direct that the principal value 


of the shares or debentures passing on death should be. 


ascertained in accordance with the provisions of Section 55. 

Another important recommendation was that a small 
tribunal should be set up to determine whether the facts 
in any particular case justified the application of Section 55 
by the Commissioners, and also to adjudicate upon disputes 
as to the valuation of shares or debentures or assets of com- 
panies for estate duty purposes. Appeals on points of law 
or mixed law and fact should lie to the High Court. The 
members of the tribunal should be drawn from the official, 
professional and business worlds. 


Shares of No Par Value 


The Council submitted a memorandum on the subject of 
shares of no par value to the Committee appointed by the 
Board of Trade under the chairmanship of Mr Montagu 
Gedge, Q.C. 


The Censuses of Production and Distribution 


As a result of an inquiry among members and district 
societies, the Council submitted a memorandum on this 
subject to the Committee appointed by the President of the 
Board of Trade to advise on future policy in regard to the 
taking of the censuses. 

The memorandum gave details of the difficulties ex- 
perienced by traders and their professional advisers in 
completing the returns and suggested that more could be 
done to bring the questions asked in the census forms into 
line with normal accounting records and practices. It was 
also suggested that the necessary information might be 
collected from smaller firms by sampling methods. 


Accountants’ Joint Parliamentary Committee 


The Accountants’ Joint Parliamentary Committee, on 
which the Society is represented together with the Scottish, 
English and Irish Institutes of Chartered Accountants and 
the Association of Certified and Corporate Accountants, 
has continued its task of examining all Parliamentary 
measures relating to the qualification and status of account- 
ants. Parliament has continued to adopt a form of audit 
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clause which, in effect, prescribes membership of onè or 
more of the bodies represented on the Joint Committee_as 
the qualification essential for appointment as auditor. 


Companies Act, 1948 


It was recorded in the last report that the President of the 
Society had joined with the presidents of the other account- 
ancy bodies represented on the Co-ordinating Committee 
in addressing a letter to the President of the Board of Trade 
recommending that Section 161 of the Companies Act be 
amended so as to extend the application of that section to 
all companies and to strengthen the regulations in respect of 
the qualifications of persons for appointment as auditors. 
This recommendation is still under consideration by the 
Board of Trade. 


The Stamp-Martin Chair and Research 


Fourteen practice notes were published during the year. ... 
The first edition of an international register of research 
in accounting and allied subjects was completed towards 
the end of the year and is being published by the Oxfords 

University Press. 

In the autumn a new book by the Stamp-Martin Professor 
under the general title of Four Essays in Accounting Theory 
was published by the Oxford University Press. A second 
impression of Professor Bray’s The Measurement of Profit:* 
was found to be necessary and was also published about - 
the same time. 

Work has been started on a number of questions affecting 
professional practice, and on a valuable study in inter- 
national comparisons of local government finance in asso- 
ciation with the Institute of Municipal Treasurers and 
Accountants. Mrs Ursula Hicks, Lecturer in Public Finance 
in the University of Oxford, has kindly undertaken to 
direct this study. 

An important piece of costing research jointly undertaken 
by the Research Committee and the Federated Associations 
of Boot and Shoe Manufacturers is now nearing completion. 
The result will be a substantial manual on costing and 
management accounting for the footwear industry. 

A number of members of the Society are investigating 
the effects of de-rating on industrial costs. This inquiry is 
under the direction of the Stamp-Martin Professor and, 
will begin with a pilot study limited to’selected enterprises 
in the steel industry. 

Mr S. F. James, of the University of Nottingham, is 
preparing a text on the accounting application of statistical 
methods for consideration by the Joint Committee appointed } 
by the Council of the Society and the Council of the Royal 
Statistical Society. 

Articles and addresses which have a special bearing on the 
development of accounting research will be reprinted for 
the purpose of current research and historical record. 

The Stamp-Martin Professor delivered his inaugural 
lecture entitled ‘An accounting progression’ at Incor- 
porated Accountants’ Hall in the Lent term; it was pub- 
lished in Accounting Research for April. A second public 
research lecture on “The formal principles of public com- 
pany accounting’ was delivered at the Hall in the Michael- 
mas term, and published in Accounting Research for October. 

On the teaching side the Professor has delivered lectures. 
in English universities and has held four seminars at the 
Hall on various fundamental aspects of accounting for 
students of the Society, and has given two student lectures. 
There have been two open seminars for qualified account- 
ants and senior students, one of which was addressed by 
Mr S. F. James, of the University of Nottingham, andt 
other by Mr John Aitchison, of the Department of Applied: 
Economics in the University of Cambridge. 

Professor Bray has been called upon in a number of 
domestic matters affecting the educational policy of the 


Society and has received visiting scholars at the Hall, as. 


well as corresponding with universities and accounting 
bodies overseas. 

Wherever possible he is encouraging graduate members 
of the profession to proceed to higher degrees in accounting 
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was often motionless, never perpetual. Pension 

Schemes, too, refuse to run themselves, and the boy beneath the drapes is 
often an overworked company secretary. 

Nor are Pension Schemes perpetual, unless they are regularly over- 

hauled. Changes in legislation, in economic and social conditions, all call for 


periodic re-appraisal and modernisation., 
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The Noble Lowndes Pension Service designs the most efficient pension 
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mechanism, keeps it running smoothly, and overhauls it regularly — at no 


r 


more cost than a static scheme. 


Their unparalleled experience and knowledge is freely at the disposal of 
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overworked and under-pensioned executives, 
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ALLIANCE 


ASSURANCE COMPANY LIMITED 








Head Office: Bartholomew Lane, London, EC2, England 





THE FINEST SERVICE FOR ALL CLASSES OF INSURANCE 


The ‘Alliance’ has representatives throughout the United 
Kingdom, British Commonwealth and elsewhere abroad. 


The Company undertakes the duties of Executor and Trustee 


Many and Diverse 


are the ways in which a man 
may provide for his own retirement. 
Endowment Assurance, for example, 


with- DOUBLE BONUS 


May we send you details? | 


UITIOUTOH TTT UU UO 


SCOTTISH AMICABLE LIFE ASSURANCE SOCIETY 


HEAD OFFICE: LONDON OFFICE: 
85 ST VINCENT PLACE ` € ` 17 TOKENHOUSE YARD 
GLASGOW, C1. " LONDON, EC2. 


@ ‘On the spot’ service is provided by 38 Branch and Local Offices, whose 
locations may be obtained from either of the above addresses. 
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| subjects. The professor is always ready to help any member 
' or student who is interested in the fundamental study of 
ageounting. At the end of the year there were twelve newly 
ified members registered with the professor as research 
students and reading under his direction. 
June, Mr T. South, Barrister-at-Law, was appointed 
secretary of the Research Committee. 


Professional Fees 


It appears to have been the practice of the Court of Protec- 
tion to assess the fees of practising accountants in respect 
of income tax repayments on a percentage basis. The 
Council has made representations to the Master of the 
Court that the amount of an accountant’s fees depends 
upon the nature of the work, the degree of responsibility 
entailed and the time involved, and that it is not in accord- 
ance with professional etiquette that a fee for taxation work 
should be calculated on the basis of a percentage of the 
amount recovered from the Inland Revenue. As a result, 
he Master of the Court of Protection has stated that he 
as no objection to professional accountants’ fees for work 
ofthis nature being based on the scale of fees authorized 
by H.M. Treasury in December 1952. Copies of this scale 
can be obtained on application to the secretary. 


The Society of Incorporated Accountants and 
Auditors of India i 
‘A new body of accountants with the title of the Society of 
Incorporated Accountants and Auditors of India has 
recently been established with headquarters in Delhi. An 


k ouncement iss ent of India ` o 
October 31st emphasized that the Society of Incorporated 


Accountants and Auditors of India is not connected in 
any way with our Society. The Society of Incorporated 
Accountants and Auditors of India, unlike our Soctety, 


is not recognized by the Government of India. 


Disciplinary Committee l 
During 1953 two members were suspended for two years 
under the provisions of Article 35 and three members 
were censured under the provisions. of Article 32. 


Honours, Decorations and Awards 
-The names of the following incorporated accountants 
appeared in recent Honours Lists: 


KNIGHT BACHELOR 
arthur Edward Middleton (London). 


ye C.B. 
Brigadier Frederick Christian ` Williams, C.B.8., M.C. 
(London). 
C.B.E. 
Edward Henry Everson (Singapore). 


MAD. 

Group Captain Sidney Charles George, R.A.F. (retired) 
(Huntingdon). 

O.B.E. 
Harold James Cartwright (London); Clarence Charles 
Fleetwood (Newcastle upon Tyne), Stanley Ineson, M.B.E, 
(Morley). 

M.B.E. ` 
William Henry Green (Edinburgh); Robert Kerr (Man- 
chester); Francis William Ernest King (London). 


Society Dinners 
E 1953 four dinners were held at Incorporated 
ccountants’ Hall. The first followed the inaugural lecture 
of the Stamp-Martin Professor of Accounting and the 
guests included Professor Lord Stamp whose father’s con- 
nection with the Society is commemorated in the founda- 


tion of the Chair. The presidents and honorary secretaries . 


of district societies were entertained on May 18th. The 
principal guests on July zoth and October 2oth were the 
Rt. Hon. The Lord Mayor of London and the Rt. Hon, 


Harold Macmillan, M.P., respectively. 


ks 
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Incorporated Accountants’ Hail 

A licence, originally applied for in 1946, to build an exten- 
sion to the Hall has now been granted. Plans have been 
prepared by Sir Percy Thomas, P.P.R.1.B.A., and it is hoped 
that work will begin during the summer and be completed 
during 1955. The extension, which will be architecturally 
in keeping with the façade of the present building, will 
provide essential extra accommodation including offices for 
members of the staff who are at present occupying rented 
premises in Essex Street. 


Revision of Bye-laws 


During the year, the Council revised bye-laws 7, 10, 20, 
ar and 23.... 


Retirement and Election of Members of the Council 


The following members of the Council retire and offer 
themselves for re-election under the provisions of Article 49: 

Frederick Vernon Arnold, Hedley John Bicker, Henry Brown, 
Edward Cassleton Elliott, Cecil Aubrey Gist Hewson, Frederick 
Arthur Prior, Phyllis Elizabeth Marie Ridgway, Robert Edward 
Starkie, Joseph Bienlien on. Arthur Herbert Walkey, Richard 
Alfred Witty. 

In accordance with the provisions of Article 48, the 
Council appointed Mr William Frederick Edwards, Fellow 
(London), and Mr James Alfred Jackson, Fellow (London), 
to fill the vacancies on the Council caused by the deaths of 
Sir Thomas Keens and Sir Arthur Middleton. Mr Edwards 
and Mr Jackson will offer themselves for formal election at 
the annual general meeting in May 1954. 

Under the provisions of Article 40 (oi Mr Festus Moffat, 
DR, was elected to membership of the Council on 
May 29th. 

Members may recall that the vacancy caused by the 
resignation of Mr Henry Smith, Fellow (Manchester), 
from the Council on December 8th, 1952, was not filled 
at the annual general meeting in May 1953, and that the 
candidature of Mr Charles Yates Lloyd, Fellow (Man- 
chester), who was nominated under the provisions of 
Article 55 by six members of the Manchester District 
Society, was withdrawn by him and his nominators at 
that meeting on the assurance of the President that the 
vacancy would not be filled before the annual general 
meeting to be held in 1954. Pursuant to the provisions of 
Article 55, Mr Yates Lloyd has again been nominated by 
six members of the Manchester District Society. 

However, after full consideration of all the circumstances 
the Council has unanimously decided to recommend the 
election of Mr William Thomas Manning, Fellow (Leicster), 
to fill this vacancy. 

The President made it clear at the annual general meeting 
held in May last that the Council, in notifying the members 
that it did not support the nomination of Mr Yates Lloyd, 
was actuated solely by important principles which the 
President enunciated, and in recommending Mr Manning 
on this occasion the same considerations have been applied 
by the Council, It is therefore desired to make it abundantly 
clear once more that there are no personal considerations of 
any kind‘involved or any animus so far as Mr Yates Lloyd 
is concerned, and that his standing and integrity are not, 
and never have been, in question. 


Auditors 
Mr Stanley I. Wallis, Fellow, and Mr James A. Allen, 
Fellow, have indicated their willingness to continue in 
office as auditors. 
Accounts 
T'he audited accounts of the Society are annexed. 
C. Percy Barrowcuirr, President. 
BERTRAM NELSON, Vice-President. 
LA F. CRAIG, Secretary. i 
Incorporated Accountants’ Hall, 
London, WC2. March 18th, 1954. 


The sixty-first report of the Trustees of the Incorporated 
Accountants’ Benevolent Fund will be reproduced in an 
early issue. 
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THE ACCOUNTANT 


THE INSTITUTE OF 
COST AND WORKS ACCOUNTANTS 
EXTRACTS FROM THE ANNUAL REPORT FOR 1953 


The thirty-fifth annual general meeting of members of 
The Institute of Cost and Works Accountants will be held 
at The Prince of Wales Hotel, Southport, Lancashire, on 
Saturday, May 29th, 1954, at 10.30 a.m. We reproduce 
below extracts from the report of the Council for the year 
ended December 31st, 1953. 


Coronation of Her Majesty Queen Elizabeth II, 
June 2nd, 1953 


At the thirty-fourth annual general meeting the assembled 
members of the Institute acclairned a resolution praying 
that Her Majesty would graciously be pleased to accept an 
address of loyalty and devotion from the President, the 
Council, and members of the Institute on the occasion of 
her Coronation. Her Majesty sent a message of warm thanks 
for the expression of loyalty and devotion contained in the 
address. 
Membership 


During the year 430 persons were admitted to associateship; 
75 associates were admitted to fellowship; ro members 
died, and 17 members resigned; 7 memberships lapsed 
under bye-law 23, leaving a net membership at December 
Ist, 1953, of 4,308. 


Registered Students 


The number of registered students at the beginning of the 
year was 11,490. The net decrease is accounted for by the 
addition of 2,232 new registrations and 3 re-registrations, 
and by reductions occasioned by 423 transfers to associate- 
ship, 284 resignations, 16 deaths, and 1,945 lapsed under 
bye-law 31. The number of lapsed registrations is high 
because of the more rigid application of bye-law 31 after 
the end of the post-war period of rehabilitation. 


Comparative Figures 


The comparative figures of members and registered students 
are given hereunder: 


As at Registered 

December 31st Members Students Total 
1948 2,415 9,816 12,231 
1949 2,710 10,437 13,147 
1950 2,986 `. 10,539 13,525 
1951 3:293 11,188 14,481 
1952 3,912 11,490 15,402 
1953 4,308 11,057 15,365 

Examinations 


The usual examinations were held in June and December 
1953, at which a total of 6,820 candidates presented them- 
selves, including 1,194 overseas. 

The comparative figures for the past six years are as 
follows: 


1948 3:908 1951 6,947 
1949 4,517 1952 5,954 
1950 5,767 1953 5820 


The combined results of the examinations held in June 
and December 1953 were as follows: 








No. of 
Candidates Passed Failed 
Preliminary (June 1953 only) ec 158 36 122 
Intermediate, Part I . sin 2,162 812 1,350 
Intermediate, Part II .. 1,269 648 621 
Intermediate, Parts I & II 724. 287 437 
Final, Part A only ae ‘sa 59 78 38x 
Final, Part B only > e 40 514 326 
Final, complete .. es 1,208 389 Bro 
6,820 2,764 4,056 


Fellowship in Management Accountancy 


The Council wish to record their keen appreciation of the 
gift of two prizes for successful candidates in the fellowship 
examination. 

The directors of Philips Electrical Ltd, wishing to signify 
their cordial approval at the inception of the fellowship 
examination, made an immediate offer of a prize of £25 for 
the encouragement of candidates. The prize is to be 
awarded annually to the candidate, whether an associate or 
not, who submits the best set of papers in all the subjects 
of the fellowship examination. 

To mark the occasion of the Coronation, Mr Charles E.: 
Lewton, F.C.w.A., a founder member of the Institute, made™ 
a gift to the Institute of 4,500 (nominal) War Loan to form 
a fund for the provision of an annual prize to the value of 
£17 10s od, which it has been decided shall be awarded 
to the associate who submits the best paper on the subject 
of “Management accountancy’. ef 

The first examination for the Fellowship in Management - 
Accountancy was held in December 1953, when eighty- 
eight candidates presented themselves, of whom fifteen 
were successful. 

‘The new prizes were awarded as follows: 

I 953 Philips Electrical Prize 
John Francis Body (Sheffield) 
Lewton Coronation Prize in Management Accountancy 
John Frederick Dadds Cornish (Bristol) 


Branches 


Through the energy and initiative of branch committees, 
local meetings were brought within reach of members and 
registered students at four new localities — Brighton, 
Chesterfield, Maidstone and Watford. 

The Hampshire sub-branch, serving members and regis- 
tered students over a wide area, has been made a branch of ` 
the Institute. 

A meeting of branch secretaries was held at Institute 
headquarters on the eve of the Twenty-fourth National 
Cost Conference for the exchange of views on branc 
administration. The branch secretaries were given a brief 
explanation of the way in which the work of the Council 
and its committees is carried through, and the revision of 
branch rules was given particular consideration. 


Regional Conferences 


Continuing the policy of promoting regional conferences at 
selected times and places, three such conferences were 
held as follows: 

Gleneagles, April 25th, 1953: (a) “The accountant’s con- 
tribution to increased industrial efficiency’, by Mr Lawrence 
W. Robson, F.C.A., F.C.W.A., Past President of the Institute; 
(b) “The art of meaningful communication’, by Mr David S. 
Anderson, B.SC., PH.D., A.R.I.C.S., M.I. MECH. E., Director of 
the Royal Technical College, Glasgow. 

Sheffield, October roth, 1953: (a) “The evolution of 
managernent accounts’, by Mr C. A. Wilkes, A.c.w.a., 
A.C.LS.; (6) “The co-ordination of production, plannin and 
cost accounting in management’, by Mr R. G. Witty 
F.C.W.A. { 

Leamington Spa, November 14th, 1953: (a) “The main- 
tenance of working capital’, by Mr W. A. Harvey, B.com., 
C.A., F.C.W.A.; (b) “The control of service department costs’, 
by Mr F. Clive de Paula, T.D., A.C.A., F.C.W.A. 


Twenty-fourth National Cost Conference 
The Twenty-fourth National Cost Conference opened with 
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the President’s reception at Londonderry House, Park Lane, 
on Thursday evening, May 28th, for which 400 members 
and- guests assembled. Dancing in the ballroom of this 
fatnous London mansion concluded the first social event 
of the conference. f 

Che technical sessions were held at the Royal Festival 
Hall, London, on Friday, May 29th. All the main branches 
of the Institute were well represented; in the gathering were 
visitors from Australia, France, Norway, Southern Rhodesia 
and the Sudan. The presidential address was delivered by 
Mr S. C. Tyrrell, F.c.w.a., FLIA. 

The first paper, presented by Mr W. L. Withers, 
F.C.W.A., A.C.LS., was the draft research publication, 
‘Employee remuneration and incentives’, based on reports 
submitted by the branches as a result of planned study 
undertaken during the 1950~51 session. The preparation 
of the report had been carried out by the Midland Section 
of the Research and Technical Committee of the Institute. 

The second paper on ‘Business forecasting’ was pre- 
sented by Mr C. E. Sutton, A.3.4.A., F.C,W.A. This subject 
was chosen for intensive study by branches for the 1953-54 

The Institute’s annual banquet was held on Friday 
evening, May 29th, 1953, at The Dorchester Hotel, Park 
Lane, London. The guest of honour was the Right Hon. 
Sir Arthur Salter, G.B.E., K.C.B., M.P. (now Lord Salter), 
vho was at that time Minister of Materials. The Master 
god Mistress Cutler, Sir Harold and Lady West, were 
among the many distinguished guests present. Nearly 450 
members and guests attended. 


Research and Technical 


Work was continued on the proposed Terminology of 
Management Accountancy, which was begun in 1952. 

A large number of branches submitted during the year 
Vleit reports on Cost Reduction. These reports have been 
collated by the Northern Section of the Research and 
Technical Committee who are now preparing the new 
research publication for printing. 
_ ‘The Research and Technical Committee are proceeding, 
with the approval of the Council, with research projects as 
follows: The Interpretation of Information — by the method 
of a series of case studies; Marginal Costing — by means of a 
selective questionnaire; and Electronics — by means of an 
ad hoc committee to study developments and consider their 
commercial possibilities. 

The first report of the Joint Research Committee of the 
rastitute and the Institute of Municipal Treasurers and 

ccountants — Transport Costing — was published in Nov- 

ber 1953. The work of this Joint Research Committee 
continues, and new subjects will be studied in the forth- 
coming year. * 

Research into Production Control and Works Statistics 
was continued by the two sub-committees of the Joint 
Committee of the Institute and the Institution of Produc- 
tion Engineers on The Measurement of Productivity. ` 


Summer School 
The fourth residential summer school was held at St 
1 Catharine’s College, Cambridge, from September 21st to 
26th, 1953, the -subjects and speakers being: ‘Financial 


control of large-scale organizations’, by Dr J. M. S. Risk, * 


T.A., P.C.W.A. ‘Finance and the cost accountant’, by Mr 
A. D. Coventry, A.C.A., F.C.W.A. ‘Comparable costs’, by 
Mr R. Y. Kennedy, C.A., a.c.w.a. ‘Some reflections on 
modern capitalism’, by Mr Harold Wincott, Editor of The 
estors’ Chronicle. 
A number of distinguished guests attended the dinner 
held on the last evening, Friday, September 25th. 


Training and Educational Facilities 
The Council is preparing for publication a new edition of 
The Cost Accountant, his Work and Training, and a leaflet 
for the information of the employers of registered students. 
At the annual meeting of the conference of the Associa- 
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tion of Technical Institutions, held in London on February 
27th-28th, Mr S. C. Tyrrell, F.c.w.a., F.LI.A.„ then Presi- 
dent of the Institute, presented a paper on “The education 
and training of the cost and works accountant’. Many 
interesting points were raised by delegates, a large number 
of whom. were heads of technical and commercial colleges, 


Appointments Bureau S 


During the year the Appointments Bureau dealt with a 
total of 566 requests for assistance in finding staff to fill 
vacancies in the United Kingdom and Ireland. Occasional 
inquiries were received from other countries in the Common- 
wealth; 152 posts were filled by applicants introduced by 
the Bureau, and at the close of the year 64 appointments 
remained unfilled. 


Industry and Commerce 


The Institute throughout the year continued to assist 
many organizations in industry and commerce in a variety 
of ways. At the request of the Board of Trade, the Institute 
organized a public meeting in the City of London on 
October 2and,°1953, on the theme “What makes manage- 
ment accounting effective in the U.S.A.” The panel dis- 
cussion, before a large and enthusiastic audience, was based 
upon the reports of the British, French and European 
Productivity Teams, with particular reference to the latter. 
Sir Leslie Boyce, K.B.E., a past Lord Mayor of London, was 
in the chair, and the speakers included: Mr Ronald Parker, 
c.A., leader of the European Team; M. Paul Francin, a 
French delegate in the European Team; M. Francois-M. 
Richard, joint leader of the French ‘Team; Mr Ian T. 
Morrow, C.A., F.c.W.A., leader of the British Team; Mr 
John Craig, c.a., a member of the British Team; Mr Stanley 
J. D. Berger, M.c., F.C.1.8s. (Director of the Institute), 
Secretary of the British Team. 

At the request of the Committee on the Censuses of 
Production and Distribution, the Institute prepared a 
memorandum based on the views of its members. 

Representatives of the Institute served on committees 
of such bodies as the British Institute of Management, the 
British Productivity Council, the British Standards Institu- 
tion, Chambers of Commerce, and the Ministry of Education 
Joint Committee for National Certificates in Commerce. 


Honours and Awards 


The Council have pleasure in recording the following 
honours and awards made during the year: Sir Stanley 
Rawson, M.A., ¥F.C.W.A.- Knight Bachelor. Mr Percy 
Martin Robson, a.c.w.a.-O.B.E. Mr John Reginald 
Reed, F.c.w.a. — M.B.E. 


Council and Committees 


Five. meetings of the Council and six meetings of the 
Executive Committee were held during the course of the 
year, and forty-one meetings of Standing and other 
Committees. 

The Awards Committee became a Standing Committee 
of the Council. 


Members of Council 


In accordance with the articles, the following seats on the 
Council became vacant at the annual general meeting in 
1954, the names of the present holders being as hereunder: 
Area No. r- London and South- 

East England .. .. Mr R. Warwick Dobson 
Mr R. Glendinning 


Area No. 2-— South-west England .. Mr G. J. Pierce 
Area No. 6 — Liverpool Së Mr E. W. Hall 
Area No. 7 — Manchester .. Mr H. Smith 

Area No. 8 — Nottingham Mr- T. W. Badgery 


Area No. 14 — Coventry .. .. Merj]. P. Wilson 

A vacancy on the Council has been declared for Area 
No. 3 (East Anglia) for which Mr F, Simmonds, F.c.w.a., 
was duly elected. Messrs W. S. Risk, B.COM., C.A., F.C.W.A., 
and C. E. Sutton, A.S.A.A., F.C.W.A., Were co-opted to the 
Council. i 
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NOTES AND NOTICES 


The Accountant 
Change of Telephone Numbers 


Will readers please note that the telephone 
numbers of the EDITORIAL DEPARTMENT are now 


NATional 8701-2 


and the telephone number of the ADVERTISEMENT 
DEPARTMENT is now 


NATional 0087 





The Institute of Chartered Accountants 
in England and Wales 


The following is a list of Associates elected to Fellow- 
ship and applicants admitted to membership at the 
Council meeting held on May 5th, 1954, who com- 
pleted their fellowship or membership before May 
18th, 1954. 


Cook, Kenneth Clifford; 1939, A.C.A.; (Harmood Banner, 
Lewis & Mounsey), 24 North John Street, Liverpool, 2, 
and at Chester and London. 

Diaper, Reginald Herbert; 1933, A.C.A.; (F. W. Stephens 
& Co), Liverpool House, 15-17 Eldon Street, London, 
ECz2; also at 266-268 Streatham High Road, London, 
SW16 (Hayman & Hayman). 

Durrant, Alan Charles; 1947, A.C.A.; (Creasey, Son & 
Wickenden), Westminster Bank Chambers, 130 High 
Street, Tonbridge, Kent, and at Bexhill-on-Sea, Chatham, 
London and Tunbridge Wells. 

Ellis, Sydney Charles; 1948, A.C.A.; (Ford, Bull, Ellis & 
SA Southampton House, 317 High Holborn, London, 

I. 

Garnier, Albert Walter; 1937, A.C.A.; (Wilkins, Hassell & 
Co), 8 Queen Street, London, EC4, and at Southend- 
on-Sea. 

Gill, Arthur Kenneth; 1934, A.C.A.; (Beevers & Adgie), 
26 Park Row, Leeds, 1, and at Cleckheaton. 

Goodwin, John Howard Gradwell; 1949, A.C.A.; (J. L. 
Goodwin & Son), 71 Lincoln’s Inn Fields, London, 
WCS, 

Jones, Glyn Meredith; 1947, A.C.A.; (Horace Jones & 
Co) 17 Churchill Way, Cardiff. 

‘ Keens, Thomas Robert; 1948, A CA: (*Keens, Shay, 
Keens & Co), 11 George Street West, Luton (for other 
towns see (*Keens, Shay, Keens & Co). 

Kibert, James Winston; 1931, A.C.A.; (Phipps & Kibert), 
12 The Crescent, King Street, Leicester. 

Metliss, Cyril; 1947, A.C.A.; (Stoy, Hayward & Co), 
22 Upper Grosvenor Street, London, W1, and 5 Giltspur 
Street, London, EC, 

Milroy, Herbert David; 1948, A.C.A.; (W. Rowland Waller 
& Co), Clarence Chambers, 32 Clarence Street, Southend- 
on-Sea, and at Colchester, London and Sheerness. 

Morton, Charles William Hearne; 1948, A.C.A. (*T. W. 
Morton & Son), 12 Middle Pavement, Nottingham. 

Newcomb, William Oliver; 1935, A.C.A.; (Davie, Parsons 
& Co), 6 Bishopsgate, London, EC2. 

Owen, Henry Arthur; 1949, A.C.A.; (Allen, Attfield & 
Co), Clarence House, 24 Martin Lane, Cannon Street, 
London, EC4. 

Side, Alfred Brame; 1922, A.C.A,; 
Watford. 


*placed against a Firm Name signifies that the Firm is 
not exclusively composed of members of the Institute. 


13 Gade Avenue, 


Smith, Bernard Malcolm; 1940, A.C.A.; (*Miller, Mill 
Bantock), High Holborn House, 52-54 High Holbgrn, 
London, WC. 

Thomas, Gordon Glyn, PH.D.; 1949, A.C.A.; (Gordon 
Thomas & Pickard), 7-10 Oxford Buildings, Swansea, 
and at Cardiff. 

Wainwright, Richard Scurrah, M.a.; 1949, A.C.A.; (Beevers 
& Adgie), 26 Park Row, Leeds, 1, and at Cleckheaton. 

Webber, William Edwin; 1936, A.C.A.; (Wilkinson, Chater 
& Co), 28 Queen Street, London, EC4; also at Brighton 
(Wilkinson, Chater, Kinney & Co). 


(Not in England or Wales) 
Waller, Ralph Lincoln; 1925, A.C.A.; (*Arthur Andersen, 
Turquand, Youngs & Co), 11, rue Louis le Grand, 
Paris, 2, and at London and New York. 


Personal i 


Messrs COOPER BROTHERS & Co regret to announce 
the death on May 8th, 1954, of Mr ANDREW CRAIG, 
C.A., their resident partner in Glasgow. Mr CRAIG 
joined the present partnership in 1950 on the 
amalgamation of the interests of Cooper Brothers & 
Co with Alfred Tongue & Co, in which frm Mr 
CRAIG had been a partner since 1929. 


Professional Note 


On retirement from the international and United 
States firms of Price Waterhouse & Co, Mr Percival 
F. Brundage, c.p.a., has been appointed deputy 
director of the United States Budget. Mr Brundage at- 
tended the Sixth International Congress on Account- 
ing in London in 1952, when he acted as rapporteur 
at the business session on “The incidence of taxation’ 
— and an article by him entitled ‘Development of 
LIFO in U.S.A.’ was published in our issue—of 
December 13th, 1952. 


In Parliament a 
EARNED INCOME ALLOWANCE: MARRIED WOMEN: 


Dr Kino asked the Chancellor of the Exchequer 
what the gain would have been to the Exchequer last 
year if the first {120 of the earnings of EEN 
women had not been exempt from income tax. 

Mr Boyp-CarPENTER: The estimated cost in 1953- 
54 of the tax relief on the earnings of married women 
was {85 million, which includes the cost of the 
separate set of reduced rate reliefs as well as the 
wife’s earned income allowance of £120. It does not 
follow, however, that the Exchequer would benefit 
by this amount if the reliefs were withdrawn, as 
many married women might stop working. 


Hansard, May 4th, 1954. Oral Answers, aes 


INCOME TAX AND SURTAX: STATISTICS 


Mr Ossorne asked the Chancellor of the Exchequer 
how much revenue was produced by income tax and 
surtax in the years ended April 1910, 1921, 1935 and 
1954, respectively; and what percentage this repre- 
sented of the total revenue of the year in each case. 


Mr Jonn Boyp-CarPENTER: As the answer to this 
question contains a number of figures I will, with 
P ission, circulate it in the Official Report. 

r OSBORNE: Can my hon. friend say whether the 
arsount which is being produced by direct taxation 
has been falling in the last period, and whether he 
expects that this tendency will continue in the future? 

Mr Joun BOYD-CARPENTER: In the four years 
which my hon. friend selected, the figures which I 
give in the answer which I will circulate show an in- 
crease. 

Following is the information: 

The table below shows in thousands of pounds 
the total Exchequer receipt from income tax and 
surtax compared with the total ordinary revenue in 
the four selected financial years. 


4 Financial Income tax Total 
= ordinary Percentage 
year and surtax revenie 
l {,’ooo £ ooo 
i90o9—10 13,295 131,696 o: 
1920-21 394,146 1,425,985 27°6 
1934-35 280,042 | 804,629 348 
1953-54 1,863,391 | 4,368,130 42°7 





Hansard, May 13th, 1954. Oral Answers. Col. 1424. 


London and District Society of Chartered 
Accountants 


The twelfth annual general meeting of the London 

and District Society of Chartered Accountants will be 

held next Thursday at 6 p.m. in the Oak Hall of the 

Institute, Moorgate Place, London, ECa2. 

J East Anglian Society of Chartered 
Accountants 


At the recent annual general meeting of the East 
fenglian Society of Chartered Accountants held in 
Gambridge, the following officers were elected for 
the ensuing year: 

President: Mr-H. Lemmon, F.c.a. (King’s Lynn). 

Vice-President: Mr A S. H Dicker, M.B.E., F.C.A. 
(Norwich). 

Hon. Secretary and Treasurer: Mr H. Robinson, F.c.A., 
Messrs Robinson & Co, Chartered Accountants, Elm 
House, 4 Flm Hill, Norwich, Norfolk. 

The three members of the committee retiring by 
rotation were re-elected, and Mr R. Henley, A.C.A. 
(Norwich), was appointed auditor of the Society in 


succession to Miss S. J. R. Wadge, M.A., A.C.A.. 


(Norwich), who retired in accordance with the rules 
of the Society. A vote of thanks and appreciation to 
Miss Wadge was passed with acclamation. 
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The Leicestershire and Northamptonshire 
Society of Chartered Accountants 


The following officers were elected at the annual 
meeting of members of the . Leicestershire and 
Northamptonshire Society of Chartered Accountants 
which was held on April 30th, 1954. 

President: Mr E. E. Dudley, A GA. 

Vice-Presidents: Mr R. H. Quiney, A.C.A., and Mr R. A. 
Palmer, F.C.A. 

Immediate Past President: Mr D A. Schanschieff, F.C.A. 

Hon. Librarian: Mr W. E. Willis, A.C.A. 

Hon. Secretary and Treasurer: Mr K. Johnson, F.C.A., 
Messrs Wykes & Co, 24 Friar Lane, Leicester. 

Assistant Secretary: Mr J. B. Corrin, A.C.A. Castilian 
Chambers, Castilian Street, Northampton. 

Committee: Messrs E C. Corton, F.c.a. (ex-officio), 
A. L. Peatman, F.c.a., R. D. Lea, F.c.a., L. Freeman, F.C.A., 
T. L. Plewman, A.C.A., W. G. Fox, r.c.a., J. E. Dolby, A.C.A. 


Chartered Accountants’ Golfing Society 


This year the venue of the annual match between the 
Chartered Accountants’ Golfing Society and the 
Bar Golfing Society was changed to Sunningdale. 
The match was played on Saturday, May 15th, and 
resulted in a win for the C.A.G.S. by five matches 
to three. Foursomes were played all day on the 
Old Course, and the results were as follows:. . 


Morning: 
S. G. Sillem and J. B. P. Williamson lost to 


P. D. Cotes-Preedy and M., B. Scholfield .. 3-1 
T. W. Auker and A. D. Knox beat 
- W. J. Glover and J. P. Harris 5-3 
J. B. Pittman and F. Green beat 

‘C. Burtenshaw and G. Willett i 2-1 
D. W. Gibson and C. R. Jeffreys beat 

R. E. Borneman, Q.C., and C. Lawson 3-2 
Afternoon: 
D. G. Silem and J. B, P. Williamson lost to 

P. D. Cotes-Preedy and M. B. Scholfield 2 holes 
T. W. Auker and A. D. Knox beat 

W., J. Glover and J. P. Harris 3-2 
J. B. Pittman and F. Green beat 

R. E. Borneman, Q.C., and G. Willett 2-1 
D. W. Gibson and J. B. Green lost to 

C. Lawson and C. Burtenshaw ` 4-2 


The Mitchell City of London 
Educational Foundation 


GRANTS TO ARTICLED CLERKS 


The Clerk to the Trustees of the Mitchell City of 
London Educational Foundation has drawn our 
attention to the awards the Foundation makes each 
year for the technical education of young people of 
school-leaving age. Articled clerks are eligible to 
apply if they are in need of assistance; it is necessary, 
however, that they have a ‘City qualification’ — that 


"JOHN FOORD & COMPANY 
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is to say they must have attended a school in the 
City (or Christ’s Hospital School), or have lived in the 
City, or one or other of their parents must have lived 
or worked in the City. “The City’ means, of course, 
the ‘square mile’ governed by the Corporation of 
London. 

Inquiries regarding awards should be addressed to 
Mr A. E. L. Cox, M.a., Clerk to the Trustees, The 
Mitchell City of London Educational Foundation, 
31 Bedford Row, London, WCr. 


British Industries Fair Ltd 


British Industries Fair Ltd has now been set up to 
take over the organization and management of the 
British Industries Fair to be held in 1955 and subse- 
quently. The Birmingham section of the Fair will 
continue to be organized and run by the Birmingham 
Chamber of Commerce as hitherto, but the company 
will be responsible for publicity at home and overseas 
for the Fair as a whole. 


Sir Arthur J. G. Smout, J.P., has been appointed chair- 
man of the new company. The other directors are: Mr W. J, 
Arris, M.C., managing director, Burroughs Adding Machine 
Co Ltd; Mr C. Kenneth Horne, sales director, Triplex 
Safety Glass Co Ltd; Mr H. N. Hume, C.B.E., M.C., chair- 
man, Charterhouse Industrial Development Co Ltd; Mr 
F. R. B. Whitehouse, M.B.E., chairman and joint managing 
director, Chad Valley Co Ltd; Sir Ernest Goodale, c.n.x., 
M.C., chairman and managing director, Warner & Sons 
Ltd (appointed by the President of the Board of Trade); 
and Mr R. P. S. Bache, managing director, Geo. Salter & 
Co Ltd (appointed by the President of Birmingham 
Chamber of Commerce). 

Mr J. L. Reading, at present director of the London 
section of the fair, has been appointed general manager of 
the company. This will ensure continuity of management, 
E need for which was so strongly stressed in the Goodale 

eport. 


International Bureau of Fiscal Documentation 


Professor Dr P. J. A. Adriani has resigned from the 
post of manager of the International Bureau of 
Fiscal Documentation, Amsterdam. He will continue 
to act for the Bureau, however, in an advisory 
capacity. His successor as manager is Mr J. van Hoorn, 
Jr, formerly assistant manager. 


Our Contemporaries 


N.A.C.A. BULLETIN. (New York.) (March.) ‘A case in 
systematic sales forecasting’, by C. E. Manteuffel. 

THe INTERNAL AUDITOR. (New York.) (March ‘Auditing 
uses of statistics — underlying statistical concepts’, by 
Barry M. Rowles; ‘Audit reports’, by T. Alan Humphries. 

THe BANKER. (April.) ‘Public finance and the welfare state’, 
by Alan T. Peacock. : 

THE New York CERTIFIED PUBLIC ACCOUNTANT. (New 
York.) (March.) ‘Commercial motion picture accounting’, 
by Ben Dyer. 
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LOCAL GOVERNMENT AND FINANCE. (April.) “The place of 
finance in public administration: Week-end conference 
at Balliol College’. f 

THE CHARTERED ACCOUNTANT IN AUSTRALIA. (Sydney. 
(February.) “The accountant as financial adviser to the 
primary producer’, by F. G. Stone and H. A. Walton. 


Other Publications Received 


CHAMBER OF COMMERCE JOURNAL. (May.) 

L’OrGA La COMPTABILITÉ. (Paris.) (April.) 

JOURNAL OF THE Roya. SocierY op Arts. (May.) 

INDUSTRIAL WELFARE. (April.) 

THE Law Society’s Gazette. (May.) 

THE SECRETARY. (May.) 

DER WIRTSCHAFTSPRUFER. (Berlin.) (April.) 

F.B.I. Review. (May.) 

INFORMATION. (Stockholm.) (May.) 

THE DIRECTOR. (April.) l 

BULLETIN FOR INTERNATIONAL FISCAL DOCUMENFATION. 
(Amsterdam,) i 

ENGINEERING INDUSTRIES BULLETIN. (May.) 

FINANCIAL Reports: Complete text of papers presented-#t 
the Fourth Accounting Seminar of the Philippine 
Institute of Accountants, 





_ SEVENTY-FIVE YEARS AGO 
From Whe Accountant or May 24TH, 1879 
Extract from a leading article entitled 
POWERS OF AUDITORS 


Without entering into the precise merits of the 
matter reported in our last issue, in which the official 
auditor of the Metropolitan Board of Works dis- 
allowed a large item; we are strongly of the opinion 
that this may be taken as a sample of the direction, if 
not of the absolute extent, of the powers which it 
would be wise to confer upon auditors of joint-stock 
concerns. It is not material to the position thus taken 
up by us to inquire whether or not the expenditure 
incurred by the Board in promoting certain Bi 
before Parliament was illegal or undesirable. ... 


TAXATION REPORTS 


IMPORTANT SERVICE TO PRACTITIONERS 


These advance reports, published by Gee & Co (Publishers) Ltd, In collabor- | 
ation with Taxation Publishing Co Ltd, have the following advantages: 
Reports of every English and Scottish case are posted to subscribers as soon 
as possible after che transcript of his judgment has been approved by the 
Judge and Is available ye EVERY income-tax, E.P.L., profits tax, stamp duty, 
and estate duty judgment in the English and Scottish Courts is reported 
ZS The reports are accredited for citation in Court, and are prepared by 

rN. E Mustoe, OC, yr The reports include full reports of the Judgments 
with detalled head-notes > Tables of cases and of statutes judicially con- 
sidered, and a subject index, are provided at the end of the year op 
completion of each volume. 


Annual Subscription 30/- post free 


GEE & COMPANY (PUBLISHERS) LIMITED 
27-28 BASINGHALL STREET, LONDON, EC MONARCH 5347-8 
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REQUISITIONED MEETINGS 


HE rise of the limited liability company as the most 

convenient , vehicle of private enterprise in trade and 

industry is not a thing of the past; it is a phenomenon which 
continues to operate. There are already nearly 300,000 companies 
in Great Britain which are subject to the Companies Act, 1948, 
and the number is growing. 

One of the fundamentals of company law is that the validity 
of everything that a company does must ultimately depend on 
some resolution having been duly passed at some meeting properly 
convened and held. This involves, on the part of those: who 
operate through companies, an acquaintance with the law of 
meeting in general, and with the special statutory rules applying 
to company meetings in particular. That law is still by no means 
as clear as it might be. 

In all companies, it may fairly be said that the last word lies 
with a general meeting of the members. Most company articles 
provide that general meetings shall be convened by the directors, 
and they of course must exercise that power at a properly convened 
board meeting. The Companies Act also provides for the requisi- 
tioning of a general meeting by members holding certain 
minimum voting rights. When, but only when, the directors have, 
failed to comply with a requisition to convene a general meeting. 
the requisitionists themselves are given power to convene the 
meeting. If they proceed to convene it before their right to do so 
has matured, then_the, meeting itself is void and the resolutions 
passed at it of no“effect, unless, in certain circumstances, all the 
members unanimously agree otherwise, or nobody takes the 
point within a reasonable time afterwards. | 

A recent instance of the way in which the rules relating to the 
law of company meetings may cause difficulties is the case of 
Galloway and Others v. Richardson and Others, in which the 
plaintiffs applied for an injunction restraining the defendants from 
excluding the plaintiffs from meetings of the directors of P. H. 
Galloway Ltd, and from interfering with them in the execution 
of their duties‘as directors of that company. On March 16th a 
meeting was requisitioned by shareholders to consider a resolution 
for the removal of the plaintiffs from the Board and for altering 
the company’s articles. The Board offered no objection but a 
notice of meeting was sent out without its authority before the 
expiry of the time limit for the convening of the meeting by the 
Board. Mr Justice WyNN-Parry, giving judgment on May 2oth 
held that that was sufficient to vitiate the whole proceedings at 
the meeting. He -granted the injunction accordingly until the 
trial of an action between plaintiffs and defendants. 
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THE FINANCE BILL-VI 
INVESTMENT ALLOWANCES (Continued) 


Schedule II, paragraph 1 (2): Events giving 
rise to Withdrawal of Allowance 

ARAGRAPH x (2) of the Second Schedule 
P=: out the events which, if they take place 

within three years after the expenditure 
was incurred, will involve the withdrawal or 
withholding of the investment allowance otherwise 
due. They are lettered (a) to (e) inclusive. The 
first four deal with events resulting from some act 
on the part of the person who incurred the 
expenditure, or on the part of an associate of 
his. The meaning of associate is dealt with in 
paragraph 5 (1) (c), which will be examined later. 
The fifth event, that is (e), is concerned with 
road vehicles only, and the event precipitating 
the withdrawal may depend on the act of any 
person, not merely the person incurring the 
expenditure or his associate. 


PARAGRAPH 1 (2) (a): SALE TO NON-RESIDENT 
‘Event (a) is as follows: 

‘Sale of the asset (i.e. the property representing 
the expenditure) by the person who incurred the 
expenditure (or his associate)-where the buyer is 

(i) not resident in the United Kingdom; and 

(ii) not buying the asset either for a chargeable 

purpose or for scrap.’ 


This hits the case of an asset which, while still 
having some useful life, passes out of the range 
of British taxation. This passing out must be by 


sale, however. A transfer not amounting to a sale . 


would not attract liability under (a). 


What is a Sale? 
‘Sale’ is defined by Benjamin on Sales (8th edition, 
page 2) as: 
‘the transfer of the absolute or Se property in 
a thing for a price in money. Hence it follows that 
to constitute a valid sale, there must be a concur- 
rence of the following elements, viz.: 

‘(1) Parties competent to contract; (2) mutual 
assent; (3) a thing, the absolute or general property 
in which is transferred from the seller to the buyer; 
and (4) a price in money paid or procured’. 

This definition was quoted with approval by 
SINGLETON, L.J., in John Hudson © Co Lid v. 
Kirkness (32 A.T.C. 435), where it was held 
that the vesting of property in the Transport 
Commission, subject to compensation, under the 
Transport Act, 1947, was not a sale within the 


Income Tax Act, 1945, Section 17. It is wnder- 
stood that this decision is to be challenged. in 
the House of Lords. ‘Thus it would seem that 
compulsory acquisition, subject to compensation, 
of an asset abroad, would not bring the case 
within (a). Incidentally, the non-resident buyer 
has to be a ‘person’, but this requirement adds 
little to the sub-paragraph. 


Paragraph 1 (2) (b): Change of Residence | 
Paragraph 1 (2) (b) also deals with the case. whera- 
the asset passes out of the range of British 
taxation. It applies where the person who incurred 
the expenditure (or his associate) changes his. 
residence, whereby the asset ceases to be appropri” 
ated to a chargeable purpose. The provision 
obviously envisages a move from the United 
Kingdom, taking a source of income with -it. 
Of course it is unlawful for a body corporate to 
move its residence out of the United Kingdom 
without Treasury consent (Income Tax Act, 1952, 
Section 468 (1) (@)). 


Paragraph 1 (2) (c): ee to a Non- 
qualifying Purpose 

The third class of event which forfeits the invest- | 

ment allowance is an appropriation, of the 

property representing the expenditure, to a new 

purpose, where both the following: apply: `. e 


\ 
(i) the person making the appropriation is the 
person who incurred ‘the expenditure, or 
his associate; and È 
(ii) the new purpose is not a qualifying 
purpose. l 
Thus where, for example, a taxpayer incurs 
expenditure on a building, which is to be an 
industrial building, receives an investment 
allowance, and within three years of incurring 
the expenditure appropriates the building to use 
as a warehouse instead, the allowance is to be 
withdrawn. Ceasing altogether to use the -asset 
would not apparently be within paragraph 2 (1) ie 
It seems to follow that if the taxpayer was for 
some reason precluded from using the asset for a 
qualifying purpose, the menace of withdrawal of 
his investment allowance might prevent him 
from putting the asset to any useful purpose at 
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all. He could, of course, sell or transfer the asset 
te-someone else unless this brought him within 
Téi, (d) or (e). Nevertheless, the fact remains that 
paragraph 1 (2) (c) may have a stultifying effect. 


Paragraph 1 (2) (d): Sale in Contemplation 
when Expenditure Incurred 

Under paragraph 2 (1) (di, a sale or transfer 

within three years, by the person incurring the 

expenditure (or his associate), forfeits the allow- 

ance if both the following conditions apply: 


(i) the transferee does not acquire the asset 
for a qualifying purpose; and 
ae it appears that the expenditure was incurred 
-in--contemplation of the sale or transfer. 


No explanation is given as to what ‘in con- 
templation’ means, or as to what persons are 
‘capable of contemplating the subsequent sale 
“as to bring it within the sub-paragraph, or as to 
how the existence of this subjective state is to be 
established. It is interesting to observe in this 
connection that paragraph 3, which in general 
requires persons to give notice of events which 
cause a forfeiture of the allowance, does not go 
so far as to require notice of a sale which falls 
‘only within paragraph 1 (2) (d). 


Paragraph 1 (2) (e): Road Vehicles; Sale or 
Appropriation to Non-qualifying Purpose 

aragraph 1 (2) (e) applies only to road vehicles, 
excluding road vehicles of a type not commonly 
„used as private vehicles, In short, the sub- 
‘paragraph is aimed in general at private cars. 
Ae has been explained, these qualify for invest- 
ment allowance only if they are provided wholly 
or mainly for hire to, or for the carriage of, 
membere of the public in the ordinary course of 
trade. This then is the qualifying purpose in 
relation to motor-cars (and of course horse-drawn 
vehicles of equivalent type, if there are any). 
Any sale, transfer, or appropriation of the vehicle 


to a non-qualifying purpose, whoever makes it, | 


forfeits the allowance, if the sale etc. was made 
within three -years after the expenditure was 
rred. It matters not whether, when the 
expenditure was incurred, the sale or transfer 
-was in contemplation. 
Thus a person who buys a new car and obtains 


an investment allowance on the grounds that he is. 


using it as a hive car, will run a considerable risk 
“if he sells it within three ‘years. Even if he sells 
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or otherwise transfers it to a fellow hirer, who 
uses it for a qualifying purpose, he may be 
deprived of his allowance if that fellow hirer 
appropriates it to a non-qualifying purpose, or 
sells it to a person who does not carry on a trade 
of hiring out cars. Sale or transfer of the car as 
scrap will not, however, raise these perils. On the 
other hand, an appropriation of the vehicle to 
some purpose after it has become scrap will 
in strictness involve withdrawal of investment 
allowance if the appropriation takes place within 
three years after the new vehicle was bought. 
It may happen that one of a fleet of cars is badly 
damaged in an accident and is thereafter kept as a 
source of spare parts for other vehicles of the 
fleet. On the strict wording of paragraph 1 (2) (e) 
this would involve withdrawal of the allowance. 

It would be safer to sell the vehicle as scrap. 
Even so, if the buyer rehabilitates it and sells or 
appropriates it for a non-qualifying purpose 
within three years since the vehicle was bought 
new, there would still be a risk of withdrawal of 
the investment allowance. 


Schedule II, Paragraph 1 (3): Initial Allowance 
if Investment Allowance Withdrawn 

As has been stated, investment allowance is 

given instead of initial allowance in those cases 

where initial allowance would normally be given, 


‘that is, in the case of industrial buildings, plant and 


machinery, or mining works. It is not the object 
of the new legislation to reduce allowances. 
Accordingly paragraph 1 (3) provides that where 
the initial allowance is lost through the operation 


of paragraph 1 (1) (2), the initial allowance is to be 


given as before. 


Schedule II, Paragraph 2: Subsequent Initial 
Allowance on Plant and Machinery 

To qualify for initial allowance, plant and 
machinery does not have to be new. In this 
respect it differs from the other categories of 
assets on which allowance is given. It is thus a 
commonplace for a machine to change hands 
several times, bringing an initial allowance to 
the purchaser on each sale. Provisions to combat 
possible abuse are contained in the Income Tax 
Act, 1952, Schedule XIV, paragraph 3 of which 
restricts the initial allowance in certain circum- 
stances where the buyer and the seller are 
associated. (To be continued.) 
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ROYAL COMMISSION’S 
SECOND INTERIM REPORT-V 


The Minority and Child Allowance 


S stated last week, the Minority recom- 
Az a minimum child allowance of 
£100, rising to a maximum of {160 

where the taxpayer’s income is {£1,600 or more. 
It considers that the cost of this concession, 
as far as it benefits persons in the higher income 
groups, should be borne by those groups, rather 
than by taxpayers in general. It recommends, 
therefore, that there should be an abatement in 
the single person’s allowance by ro per cent of 
income in excess of £ 1,000, subject to a maximum 
abatement of {100. The yield from this abate- 
ment is estimated to balance the cost of increasing 
child allowance in favour of incomes over £1,000. 


Income of Children 
The present system under which the full child 
allowance is given where the child’s income in 
its own right does not exceed £85, and is entirely 
withdrawn where the child’s income exceeds £85, 
however slightly, is condemned by the Com- 
mission as arbitrary and unfair. Notwithstanding 
the need for simplicity in administration, the 


Commission considers that there should be pro-. 


vision for “tapering’ the allowance when the 
child’s income exceeds a certain figure. There is, 
of course, such a provision in operation for 
dependent relative allowance. 

Assuming that the recommendation on the 
amount of the allowance itself is adopted (£85 
rising to £160) the Commission recommends that 
the first £85 of a child’s income be ignored as at 
present, unless the allowance itself would exceed 
£85; in other words, a total of £170 would be 
exempted as at present. Where the income was 
£1,000, so that the child allowance would 
normally be {100 under the Commission’s pro- 
posals previously discussed, the child’s income 
would be ignored as long as it did not exceed £70. 
For every £1 by which the child’s income 
exceeded £70, the allowance itself would be cut 
down by £r. Where a child had an income 
exceeding £85, allowance would not be entirely 
excluded, but it would be restricted to the excess, 
if any, of £170 over the child’s income. 

These proposals could hardly be called simple, 


but comparatively few children would have 
incomes in the range £85 to £170, so that the 
administrative burden may not be great. The 
Minority, however, would prefer to aggregate the 
income of children with that of their parents. 
This is already done in the case of settlements by 
parents and the Minority see no reason why the 
same should not be done in the case of analogous 
settlements by grandfathers, uncles and other 
persons. We would observe here that there is, of 
course, the fundamental difference thatthe 
parents are legally bound to support their 
children. The Minority are satisfied that the 
motive of tax avoidance frequently plays a rog 
in such settlements. They recommend that the 
investment income of unmarried infant children 
be aggregated, in so far as it exceeds {25 per 
annum. per child. 

As regards earned income of children, the 
Minority recommend that this be aggregated, 
with the father’s income but that an additional 
personal allowance be given to the father of £50, 
together with a minimum earned income allow- 
ance of £106, making the point of liability £156 
for each child. It is a little difficult to see to what, 
categories this would apply, for the Minority en 
on to recommend that infants over 16 in full-time 
employment should be assessed on their earni 
as single persons. The observation is made CT 
in many cases such an infant no longer forms part 
of the common family spending unit, even though 
he continues to live as boarder with his family. 

These proposals seem to weigh too harshly up- 
on investment income, and with little justification. 


Child Allowance: Rival Claimants 

It is a curious facet of child allowance that the 
claimant need only show that he ‘has living’ a 
child who satisfies the age and income conditions. 
There is no requirement as to supporting the 
child, notwithstanding the inference arising 

the withdrawal of the allowance where the RTA 
own income exceeds the maximum. Where a 
person other than the parent has the custody of 
and maintains the child, he, too, can claim, but 
only where the parent has relinquished Ais claim: 
Not surprisingly, the Commission criticize this 
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anomalous state of affairs. It recommends the 
-same provisions for apportionment as are applied 
~ when two parents are separated and share the 
‘expense of maintenance. Where the parent makes 
no contribution to the child’s support he should 
have no allowanee, whether or not some other 
individual is a potential claimant. 


H 


Incapacitated Child 
‘ Where a child is incapacitated, the parent’s 
allowance drops from {£85 to Zoo (dependent 
relative) when the child passes the age limit for 
child allowance, although it is most unlikely that - 
the expense of maintaining him will fall. Accord- 
Soe Commission recommends that child 


w 


allowance be continued until the child is 21. It . 


observes that thereafter the parent can make a 
settlement on the child which will not be nullified 
by anti-evasion provisions. 
In our view this is not an adequate reason for 
cutting the allowance down to {60 as soon as the 
child attains 21. In the first place, even if the 
parent were in a position to make a settlement, 
it would be ineffective for the tax year in which, 


e 


Ki 


rejects any attempt to alter the law so as to 
include them. It says that the question whether 
instruction is being received comparable to that 
in a recognized educational establishment seems 
altogether too imprecise to incorporate into the 
administration of tax. This is a disappointing 
decision. As we have said above, most education 
of the more conventional kind is now free. It is 
anomalous that it should also carry such advah- 
tageous tax differentiation. Indeed, the parent 
who does not receive child allowance because his 
child takes private music lessons, may at the same 
time be contributing, through taxation, to the 
free education of the child whose parent does 
obtain the allowance. 

Bearing in mind the income limits imposed on 
child allowance, there is something to be said 
for making all children under 21 eligible for the 
allowance, whether or not receiving full-time 
education. The Commission does recommend 
that apprentices receiving full-time instruction 
for a period of two years or more be treated in 
the same way as children at educational estab- 
lishments, thus doing away with the present 


the age of 21 was attained. Secondly, settlements, ` illogical rules relating to apprentices. 


even on adults, are so hedged about by anti- 
evasion provisions that it would be difficult to 
obtain tax relief in that way. For one thing, 
settlements have to be irrevocable, so that the. 
—parent could not provide for cesser when the 
child recovered his capacity. 


Housekeeper Allowance and Children 
The Commission recommends that a widower.or 
widow who receives child allowance should 
automatically be entitled to ‘housekeeper’ allow- 
ance, whether or not he employs a housekeeper 


It would seem preferable therefore to treat~-or a resident woman to look after the child. The 


| Wacapacity as equivalent to full-time education, 


in relation to which there is no age limit. Payment. ` 


for full-time education is now the exception 
rather than the rule, whatever may have been the 
case when the requirement as to full-time 


education was first laid down. Accordingly the“ 


financial burden -may be little different in most 
cases, whether the child is at school or not. 


‘Educational Establishment’ 
‘The hardship that results where a child over 16- 
is receiving instruction, but not full-time, at a 
reeognized educational establishment is men- 
ioned in the report. The Commission cites the 
case of a child receiving music lessons and prac- 
tising, as exemplified in Heaslip v. Hasemer 
(6 ATC gor; 13 T.C. 212). The Com-- 
mission agrees that such cases are within the 
principle that justifies child allowance but it 


point is made that the taxpayer may be compelled 
to put the child in the care of a non-resident 
person during the day, or in a nursery or créche. 
Thus the allowance would in effect be an auto- 
matic addition to the child allowance. ‘The recom- 


‘mendation seems to proceed on the basis that all 


children in respect of whom child allowance is 


~ granted need special care. However, to extend the 


housekeeper allowance to the case of a child away 
at boarding school, or at the university, seems to 
be going a little far. 

The recommendation does not expressly extend | 
to divorced persons, or to single persons having 
illegitimate or adopted children, although there 
do not seem to be any good grounds for excluding 
hem, Nor is it a requirement that the deceased 
spouse should have been resident with the 


Claimant immediately before the death. 


(To be continued.) 
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FORWARD ACCOUN TS 


by ANCRUM EVANS, A.C.A. 


HE past two decades have seen substantial 

advances throughout accountancy and per- 

haps it is in the forecasting and control 
fields that the most important evolutions have 
taken place. Unfortunately, as each new technique 
or method has been unfolded, there has been no 
corresponding clarification of our terminology. In 
other fields, matters have been clarified by the 
- definitions set out in the Companies Act of 1948 
and by the pronouncements made from time to 
time by the various professional bodies. 

The words ‘forward accounts’ have been 
chosen in the belief that they mean nothing in 
particular and are therefore available as a name 
for the forecasting. technique which is outlined 
in this article. If wider publication proves that 
the technique is novel and that the name is 
unattached, it is hoped that the technique will be 
known by this name in the future.. 

Management accounting divides into the two 
distinct stages of budgeting and that of comparing 
actual with the budget. It is proposed to treat 
each stage as a separate issue. 


Description and Principle 


Forward accounts make use of the following 
accounting equation: 

For any particular group of transactions the 
trading figure equals the cash figure, plus or 
minus the balance change figure, e.g. 




















Sales = Cash received from debtors, plus or 
« Statement A 
| ESTIMATED ‘T'RADING STATEMENT 
£ £ Ref. 
Sales. 33,000 
Purchases T 24,000 
Less Stock i increase Kä 1,200 
22,800 
Gross proar 10,200 
Wages... 4,700 
«Establishment expenses: 
Rent and rates i Soo 
Light and heat 150 
Insurance ee .. 100 
Depreciation ge .. 80 
. 1,130 
Management expenses . 400 
Selling expenses 410 
6,640 
Net profit .. Ss 3,560 
Provision for taxation .. 1,700 
Net profit after taxation .. £1,860 C 


*In practice, details may be relegated to subsidiary 
statements. 


e 
minus the amount by which the debts outstanding 
have increased or decreased. 

In money terms, an example might be: 

Opening debtors: £1,000. Closing debtors: £1,100. 

Sales: £800. 

Then £800 = £700 + {100 
as, if debtors have increased by £ roo, it follows 
that only £700 could have been recetved in cash. 

Once the logistics of a future plan have been 
decided, it becomes a relatively easy matter to 
evaluate and record each group of transactions 
in the foregoing equation. A separate subsidia iary A H 
schedule is prepared for each group of transac- 
tions. The amount of detail shown will vary 
according to the importance of the group and 
whether or not it is a variable type of expense or ~ 
receipt. To avoid unnecessary detail, several types 
of transaction may be lumped together in one 
group. 

The subsidiary statements thus prepared are 
summarized on three main statements. As the 
equation consists of the three figures, trading, 
cash and balance change, it follows that the three 
main statements are: 

A Estimated trading statement. 

B Estimated total cash statement. 

C Estimated balance change statement. 


The Definition _ 


Forward accounts may therefore be defined as 
the particular accounting technique by which a, 





Statement B 
ESTIMATED TOTAL Cash ACCOUNT 
£ Re. 
Sales 32,500 
£ 
Purchases gg 23,700 
Wages .. ' 4,700 
*Establishment expenses: 
Rent and rates ; 800 
Light and heat 140 
Insurance 100 
x ——— 1,040 
Management expenses 400 
Selling expenses 320 
Taxation ‘ i$ ,500 
Capital expenditure: 
New shop front Sco 
£32,460 
Å= 
Increase in cash balance. . Zon C 


seess 


*In practice, details may be relegated to subsidiary 
statements. ` 
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future plan is recorded, item by item, and then 
summarized into three statements: 


gege Te ne 


A Estimated trading statement — which measures 
e : = eier by showing net profit or loss. 


ted total cash statement — which shows 
chsh requirements or availability. 


C ct, balance change statement — which 
shows the sources and disposals of funds. 


A simple example is set out in statement A. 


Further Characteristics 


It will thus be seen that the three statements 
have the normal double-entry advantage of being 
self-balancing. 

In practice it will be found desirable to prepare 


the subsidiary statements in such a manner that 


the cash transactions are broken down into 
months, quarters, or other convenient periods. 
The summary, the estimated total cash state- 
“ment, will give a most valuable indication of the 
flux in the cash balance. 

The balance change statement, quite apart 
from providing a satisfactory arithmetical proof 
for the first two statements, shows how resources 
arise and how they are to be used. In cases 


where the cash estimates show a position which . 


cannot be financed, it is in the balance change 
statement that the causes may be seen and the 
remedies considered in the first instance. 

The estimated trading account may, in some 
cases, be broken down in a similar manner into 
-departments or into some other suitable func- 
tional analysis. So far, the technique has entirely 
been used in cases where there is no attempt to 
“prepare or even maintain cost records; conse- 


quently, the trading statement, supported by a 


number of subsidiary statements, have proved a 
valuable source of information for the considera- 
tion of the programme from the cost aspect. 


The Field of Application 


At this point, the reader well versed in esti- 
mated trading statements and cash: budgets of 
industry may well say that he cannot quite see 
what forward accounts achieve which has not 
already been achieved as a matter of daily prac- 
tice. The answer for the enterprise with a 

thora of clerical staff and accounting machines 
~is little; it does, however, provide arithmetical 
proof for the two statements which, if answers to 
questions at lectures are any guide, are normally 
prepared without formal arithmetical proof. For 
the smaller concern, especially those normally 
serviced by the profession, forward accounts 
provide a cheap, convenient and valuable docu- 
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ment in a form which with very little instruction 
a client can readily understand. 

So far, the technique has only been used in 
cases where no form of forecasting has been 


practised. In most cases, -too,-the clients have 


fallen into the incomplete records group. Perhaps 
this is why forward accounts appear to be so 
useful, as there is no necessity to delve into the 
past, or even to ascertain the present position; 


impossible, slow and agonizing tasks in some cases. 


The act of preparation, which involves close 
collaboration between the client and the account- 
ant, stimulates the former to survey his SS 
gramme critically. 

Once prepared, in the hands of the accountant, 
observations may be made on both the efficiency 
and cash aspects. Important as the former may 
be, the latter is perhaps the most important, for 
it is a startling fact that there must be thousands 


of people up and down the country who have no 


real idea of their future cash balances. This must 
mean idle resources on the one hand and per- 
sons ‘caught short’ on the other. 

This is very much the case, for, however much 


the professional man may look at the trading | 


Statement C 
ESTIMATED BALANCE CHANGES 
Dr. Cr. 


£ £ £ £ 
Net profit (after taxa- , S 
tion) EE 1,860 _ A 
Increase of cash bal- > 
ance 40 l B 
Increase or “decrease : 
of current assets: 
Stock 
Debtors 


1,200 
500 





M l 1,700 
Decrease or increase 
of current E 
Purchases 
Light and heat... 10, 
Sundries ges 20 





Van expenses .. 30 
20 340 
provision 


Total change in cur- 
rent net assets 

Increase or decrease 

of fixed assets: di 

New shop front 

*Depreciation: ! 

Shop front .. So 

Equipment .. 20 

Van .. gé ! 60 

160 


1,760 





800 


£2,560 £2,560 


SSS eee 








‘@'In practice, details may be relegated to subsidiary 


statements. 
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statement, the client and the bank manager look 
at the estimated cash statement. Here, too, is a 
simple method of control, by the comparison of 
actual cash transactions with the estimate. ‘This 
means that accruals and outstandings may be 
temporarily forgotten. The cash variance may be 
readily interpreted by reference to the subsidiary 
statements into an additional profit or loss or 
balance change. In practice, this is so easy for the 


client to do himself that it has not proved worth- . 


while for this to be done formally. 

Forward accounts have almost exclusively been 
prepared for farms. This may well be the main 
field, as forward accounts satisfy the peculiar 
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circumstances of these many small units, each 
engaged in a wide range of activity. However, 
one does wonder what economies in the account- 
ing effort might be achieved elsewhere by-the, 
use of cash variances in place of income and 
expenditure variances. 

For the profession, forward accouhts would 
appear to be important, because they provide a 
readily recognizable service which the client 
values. This is a great advance over out-of-date 
historical accounts which record transactions 
which may never be repeated in the same pattern. 
It must lead to more forward thinking and more 
interest in accounts generally. 


NORTH AMERICAN COMMENTARY -LII 


Current Accounting Opinions in the United States and Canada 


by KENNETH F. BYRD, M.A., B.Sc.(Econ.), A.C.A., C.A.(S.A.) 
Professor of Accounting, McGill University, Montreal 


The Journal of Accountancy, 
New York, February 
Bank Loans and the Auditor’s Report 
REQUENT complaints that bankers are not 
having proper regard to the independent 
auditor’s report in making bank loans are 
dealt with in some detail by the editorial. It 
states that, since certified public accountants 
have accepted responsibility for developing 
standards of auditing and reporting acceptable to 
bank credit men, bankers cannot escape responsi- 
bility for giving due weight to their reports. 


Accounting for Charitable Organizations 
An investigating committee is said to have found 
that a number of nationally known ‘charities’ used 
up in expenses most of the millions of dollars 
collected. A disturbing fact, says the editorial, is 
that some of these organizations had their accounts 
audited by C.P.A.s, yet the public had no access 
to their reports. It points out the obvious danger 
that the public may be misled if the auditor’s 
name is used without his report being published. 
Many people may accept the name alone as an 
assurance of proper administration. Legislation is 
to be proposed in New York State and also in 
Congress requiring independent audits and 
proper disclosure of financial information about 
charitable agencies. 


Long -form Audit Reports 


The first official study of long-form audit reports 
was published by the American Institute of 


Accountants last December.? It analyses fifty- 
two reports which are thought likely to be above 
average in quality, since they were drawn from 
the files of leading public accounting firms. The 
conclusion is that there is clearly much room for 
improvement. In the United States most inde- 
pendent audits result in long-form reports, - as 
distinct from the short form which accompanies 
the published balance sheet. 


The Natural Business Year 
Before the Second World War accountants suć- 
ceeded in persuading many business concerns to 
change their fiscal accounting periods to the 
natural cycle of operations. The heavy war demandi 
for varied accounting services and also improved 
techniques for interim auditing work combined 
to level out the peak periods. The editorial 
urges, nevertheless, the continued importance of 
the natural business year for clients, accountants, 
tax-gatherers, analysts of financial statements, 
banks credit departments and printers of the an- 
nual reports. It welcomes attempts of the Illinois 
Society of C.P.A.s to revive interest in the subject 
and calls on every accountant to bring it to the 
careful attention of the business organizations 
which he serves. 
ac 

Determining Materiality f 
Mr Sam M. Woolsey, M.B.A., C.P.A., Assistant 
Professor of Accounting, University of Texas, 
reports the results of a series of studies by ques- 
tionnaire to determine how materiality is judged 


1 See also leading article in The Accountant dated 
January 23rd, 1954. 
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in practice. He deduces that a centralized bracket 
for making the decision as to materiality, in the 
analysed case of loss by earthquake, may be put 


at from 5 to 15 per cent of current income before ` 


tax. Within this range, he says, the loss may or 
may not be material, below the lower limit it 
will not normally be called material, while above 
the upper limit it normally will be so considered. 


Inventory Verification 


Stating that there are few cases where physical - 


observation or testing of inventory quantities is 
not practicable and reasonable and that few mem- 
bers would today dispute the necessity for physical 
contact with a client’s inventories, where they 
are material, Mr James W. Thakey, c.p.a,, 
~réviews the whole procedure. While he holds the 
accountant not responsible for taking, determin- 
ing or supervising the inventory, he says he must 
. observe that instructions are properly carried 
out, satisfy himself that all items are counted and 
carry out limited tests of significant items. If he 
does not retain a copy of his client’s count for 
future use he should make notes of his own test- 
counts for comparison with the final records. If 
pre-numbered tags or tickets are used he should 
see that they are properly accounted for. Mr 
Thakey echoes the McKesson and Robbins case 
when he says that inventories in a public ware- 
house must be confirmed direct with the ware- 
house and that the accountant must satisfy himself 
that the warehouse exists, is responsible and does 
~have merchandise stored in it. 


The Controller, 
~New York, February 
` Executive Incentive Plans 


The greatest opportunity facing the controller 
today lies in developing the means of appraising 
executive performance, for which he alone is 
equipped. In making this statement, Mr Arch 
Patton, management consultant, stresses that the 
critical element of any plan is the soundness of 
its judgment as to the individual profit contribu- 
tion. The executive group as a whole, he says, 
must be convinced, as a result of management 
action, that bonus payments actually reflect the 
individual contribution. He tells of one very 
successful plan which allocates bonuses on the 
‘bases of individual status, profit contribution and 
Wifficulty of. the job, and he says that varying 
weights should be attached to these according to 
circumstances. Thus, the status factor would be 
relatively heavily weighted in easy profit ‘years, 
but the profit factor should be stressed when 
profits do not come so easily. 
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N.A.C.A. Bulletin (National Association of Cost 
Accountants), 
New York, March 

Labour Policy and the Accountant 
Listing seven subjects of early labour contracts 
as against thirty today, virtually all of the latter 
referring to cost items, Mr Lee C. Shaw argues 
for the inclusion of cost experts in the manage- 
ment negotiating team. He says that the real 
difficulty is to determine the indirect cost of 
restrictions on economical operation and that top 
management of most companies would be shocked 
to learn the cost of many of their present labour 
contract provisions. 


The New York Certified Public Accountant, 
New York, February 
Appointment of Auditors 
Mr Louis H. Rappaport, c.p.a., tells how in 


- 1940 the Securities and Exchange Commission 


suggested, following the McKesson and Robbins 
case, that auditors be elected by stockholders’ 
vote at the annual meeting and be notified of 
their appointment immediately after the meeting. 
It also suggested that nominations of auditors 
be made by a committee of non-officer members 
of the board of directors, to effect divorce from 
management. Mr Rappaport states that, with 
few exceptions, corporations are still not required 
to submit to stockholders the matter of appoint- 
ment or election of auditors. Investment com- 
panies, however, must have auditors elected by 
stockholders, and Mr Rappaport says there has 
been a general trend in this direction. 


The Canadian Chartered Accountant, 
Toronto, February 
Prospectuses and Depreciation Provisions 


On the subject of prospectuses, Miss Gertrude 
Mulcahy, B.A., C.A., of the Canadian Institute’s 
research department, refers to the fact that in 
recent years many Canadian concerns have 
recorded, as their-annual charge for depreciation, 
the allowances permitted for income tax, which 


-may defer relatively substantial amounts of tax. 


She quotes one auditor as adding the following 
note to his statement of earnings in the pros- 
pectus: 


“Note: (2) The total provision of $4 million for 
allowable depreciation in respect of 1952 may be 
considered to exceed the normal amount of 
depreciation by $1,700,000 (including approxim- 
ately $1 million in respect of facilities under con- 
struction) which excess has reduced proportionately 
the income taxes and the profit for that year.’ 
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CAPITAL OR REVENUE? 


AUSTRALIAN WOOL DISTRIBUTION 
PAYMENTS: WHETHER TRADE RECEIPTS 


by T. J. SOPHIAN 


N theory, the decisions of the Judicial Com- 

mittee on Colonial Appeals are not binding on 

English Courts, but such is their persuasive 
force, that they are commonly followed and 
applied. The Privy Council, however, is not itself 
bound by its own decisions. 
_ The recent tax appeal of Commonwealth of 
Australia Commissioners of Taxation v. Squatting 
Investment Co Lid ([1954] 2 W.L.R. 186) raises 
questions of principle with regard to the distinction 
between capital and trade receipts, and it is an 
authority by which English Courts would no doubt 
be guided. 

The question in this case was whether a dis- 
tribution, made to a company carrying on the 
business of wool growers, in respect of the profits 
accruing to the Government of the Common- 
wealth of Australia, as a result of the arrange- 
ments regarding wool made between the United 
Kingdom and the Commonwealth Governments, 
constituted a trade receipt for tax purposes. 


The Australian Wool Distribution Scheme 
For the purposes of the wartime arrangements 
made with the United Kingdom for the acquisi- 
tion of the whole clip of Australian wool, regula- 
tions were made by the Australian Government 
providing that all wool grown in Australia should 
be compulsorily acquired, that the regulations 
should be administered by the Central Wool 
Committee, that all growers of wool should sub- 
mit their wool to authorized persons for appraise- 
ment, and that every grower should be paid the 
appraised value. 

There was an arrangement, however, between 
the British and Australian Governments, that if 
the wool or any portion of it was sold by the 
British Government, one-half of any profit on the 
sale should be handed back to the Australian 
Government. A large profit in fact was made, and 
the Australian Government, although it was the 
owner of its share of that profit, determined to 
make a gift of it to the farmers who had supplied 
the wool, and accordingly the Wool Realization 
(Distribution of Profits) Act, 1948, was passed. 
The intention of that Act was that if a farmer 
who had supplied wool was alive and could be 
found, it was he who was to receive the payment, 
and further, that the payment was to be in the 
nature of a gift. 


Nature of Distribution Payment 


The nature of this payment was considered, 
inter alia, in Maslen v. Commonwealth of Australia 
([x952] A.C. 215) (a decision of the Privy Council). 

In this case, by a deed of assignment, the 
assignor, who died later and who had carried on 
a pastoral business as a company in equal 
partnership with another, assigned to the res- 
pondents all his rights, titles and interests in, . 
inter alia, the benefit of all contracts and engage- 
ments and book debts to which he and his partner 
might be entitled in connection with-the said 
business together with all other assets of the 
same. 

A sum of money was paid in 1949, after the 
assignor’s death, by the Australian Realization 
Commission to the appellants as the personal 
representatives of the assignor in his capacity as a 
former partner in a dissolved partnership. This 
sum represented the share of the partnership in 
a distribution ‘of sums under the Wool Realiza- 
tion (Distribution of Profits) Act, 1948, in respect 
of participating wool supplied by the partnership 
and these sums were admittedly gifts to the 
recipients. The Privy Council held that the sum 
paid under the Act was neither.a debt nor an 
asset of the business, nor was it partnership 
property, but that it was a personal gift to the 
individual partner concerned, which accordingly _ 
did not pass under the assignment to the assignees - 
under the deed of assignment. As Lord Porter 
stated in delivering judgment: 


‘Admittedly the sums . . . are nothing but a gift. 
Under the Statutory Rules of 1939, Rule 30, any ` 
sum over the purchase price was to be dealt with 
at the absolute discretion of the Central Wool 
Committee. The Wool Realization Act of 1945 
substituted the Commission for the Central Wool 
Committee and provided by Section g (3) that it 
should have and perform all the duties and should 
have and might exercise all the powers, authorities 
and functions of that body. As a result of the 
passing of that Act the Commission was entitled | 
to dispose of any moneys received in respect of} 
participating wool over and above the price paid 
by the United Kingdom at its absolute discretion. 
Whatever it did could not be challenged. No 
contract had come into being, no debt existed, 
and no action could be brought against the Com- 
mission, Any sum beyond the appraised value was 
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therefore a gift. In these circumstances the Act of 
1948 was passed to deal with the additional profit 
which, it may be, was formerly expected, but was 
be known to exist.... The correct view, .. 


s that it is a true gift to the supplier of the wool. 


It is not, and never was part of the assets of the 


partnership.’ 


` Gift Whether a Trade Receipt 


It is necessary to bear in mind the true nature of 
the distribution when one comes to examine 
the decision of the Privy Council in Squatting 
Investments Lid, which was a test case. A sum of 
£2,285 had there been distributed to the appel- 
lants, which the Australian Government con- 
tended was to be treated as a trade receipt for 
-tax purposes. 


The respondent company contended, in view 


of the observations made in Maslen’s case, that 
as the distribution was in the nature merely of 
a gift, and a personal gift, it could be regarded 
only as a casual or fortuitous payment. 

But the Privy Council rejected this argument 
and held that the payment was nevertheless a 


trade receipt for tax purposes, which had to be 


brought into the computation of the profits of 
the respondent company’s business. 

The Court in Maslen’s case, it was pointed out, 
were in no way directing their minds to tax 
questions. The payment had to be regarded as 
an additional payment voluntarily made to the 
respondents for the wool supplied by them for 
_appraisement, or alternatively if the compulsory 
requisition of the wool was to be regarded as a 


sale, a voluntary addition made to the purchase . 


_price by the Commonwealth Government. 

Indeed, one may illustrate the point in this 
way: Suppose that a trader was selling an article 
in the course of his trade, and that the purchaser 
had beaten him down to accept a sum of {100 for 
the price of the article. Suppose that the purchaser 
subsequently were to repent of his conduct in 
driving a hard bargain, and were to forward the 
seller an additional sum of ro, could it be said 
that the extra {10 was not part of the purchase 
price, or that it was not to be regarded as.a 
‘receipt by the seller in the way of his trade or 
business? 


en Basis of the Decision 
As Lord Morton stated in delivering judgment: 


‘The respondents were in business as wool 
‘suppliers at all material times, and the payment was 
made to them, not because of any personal qualities, 
but because they supplied participating wool. 
They supplied the wool in the course of their 
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trade and the further payment was made to them 
because they supplied it. They were still trading 
when the payment was made. It was in their hands 
a trade receipt of an income nature. There was a 
chain of events which sufficiently connected the 
payment with the supply of wool for appraisement. 
It was true that one of those events was a dis- 
cretionary act on the part of Parliament but that 
act was in effect the final link in the chain, since it 
directly associated the payment with the partici- ` 
pating wool supplied for appraisement, first by 
directing payment to the suppliers, and secondly, by 
making the amount of the payment depend upon 
the proportion which the appraised value of the 
participating wool supplied by each supplier bore 
to the total of the appraised value of all partici- 
_ pating wool.’ 


Remuneration or Personal Gift 


This decision indeed appears to be an application 
of the principle laid down by Viscount Cave in 
Reed v. Seymour ([1927] 6 A.T.C. 433; 11 T.C, 
625) (the cricketer’s benefit case). 

The test laid down there was whether the 
payment was a reward for past services, on the 
one hand, or on the other a recognition of services 
already rendered. Thus it would be necessary 
to regard as part of the taxable remuneration of a . 
holder of an office or employment all payments 
made to the holder as suth, by way of remunera-~ 
tion for his services, even though such payments 
might be voluntary; but on the other hand one 
would exclude -mere gifts or presents or testi- 
monials made on personal grounds and not by 
way of payment for services. 


Example of Easter Offering Decisions 
Blakiston v. Cooper ([1908] 5 T.C. 347) is again 
an illustration of the principle. This was a case 
of Easter offerings, and the appellant, clergyman 
was held liable to tax in respect of the gift, 
because in its true nature, it was an annual gift 
made to the incumbent in respect of his services 
as incumbent. 

As Lord Loreburn pointed out, had the gift 
on the other hand been of an exceptional kind, 
such as a testimonial or subscription peculiarly 
due to the personal qualities of the particular 
clergyman, it might not have been a voluntary 
payment for services but a mere present. 

Returning once again to Squatting Investment 
Lid, it was not a case there that the respondents 
had been singled out as the sole persons or as one 
of the few to receive the ‘gift’; they were merely 
one of a multitude all of whom were to receive 
similar ‘gifts’ because of having supplied wool for 


appraisement. 


LA 
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DEFAMATION ON DISMISSAL 
THE EMPLOYEE’S RIGHT TO A GOOD NAME 


by A Barrister-at-Law 


firmed the decision of the Lord Chief 

Justice that the word ‘dismissed’ when 
used of a past employee is capable of being 
libellous. The two plaintiffs, in the action for 
libel in which this decision has been given, had 
been employed as sales managers by a company 
which, on the termination of their employment, 
circularized customers with a notice which con- 
tained the following passage: 


TT HE Court of Appeal have recently con- 


‘We wish to bring to your notice the fact that 

we have dismissed Mr ........ from our employ 

. and that he has no connection whatsoever 
with our company.’ 


Had the fact been true that the plaintiffs had 
been dismissed, that would have been the end 
of the matter of course, for contrary to the 
popular belief, the truth of any matter (apart 
from criminal libels) is a complete defence to 
any action for defamation; but the two sales 
managers contended that they had tendered their 
resignations from the company and had not been 
dismissed, and brought an action for libel. 

The company defending, by an unusual pro- 
cedure in the Courts, first asked for the question 
to be determined as a preliminary point at a 
separate hearing whether or not the expression 
quoted was capable of being defamatory at all. 
The Court decided that in the circumstances 
alleged by the plaintiffs in the action it could. 

Most statements, however harmless at first 
sight, will bear a secondary defamatory meaning 
in some circumstances. The captain’s entry in 
the ship’s log: ‘mate sober’, must be completely 
harmless taken out of its context, but by its 
innuendo in the circumstances is most damag- 
ing, and would certainly be actionable. 

It is thus circumstances quite as much as 
words that on many occasions make slanders and 
libels, and the Court is not limited to the primary 
meaning of bare words out of their context 
when the question of defamation arises. 

Several actions by employees, somewhat similar 
to the one quoted above, are on Court records 
through the last fifty years or so. All, though for 
the most part unsuccessful, have shown how 
dangerous it is for employers to take steps, even 
in the legitimate protection of their own interests, 


which may cast a reflection on the character of 
their former employees. 


Conflict of Interest 


If an employee of some standing or with valuable 
connections with the customers of the company 
leaves, there is sometimes an undignified scramble 
between him and his former employers to secure 
or retain the goodwill of customers and the_ 
benefit of trade contacts. Several instances have 
recently occurred in lawsuits unconnected with 
defamation, in which business has been captured 
by a departing employee for his own account or 
for a rival, in breach of a duty towards his former 
employer, and the most obvious way in which the 
employer may protect his interests is to publicize 
the fact that the agency or employment has been 
terminated. It should, however, be possible to 
do this without using the expression ‘dismissed’ 
at all, by merely saying, for instance, that the 
agency has been transferred to Mr ...... or 
that the engagement has lapsed, has not been 
renewed, or has been terminated. 

In one hard-fought case the secretary of an 
insurance company circularized customers on 
the transference of business to another agent" 
with the information that the ‘agency has been 
closed by the directors’, a statement which was 
in fact literally true, since the agency office and 4 
address had been abandoned on the change of 
agent in favour of a new one. The agent who 
attempted to sue for libel was unsuccessful in all 
points at the trial, one of the judges of the Appeal 
Court remarking that it was embarrassing to note 
the complete absence of a case in law on any 
grounds. 


Plain Meanings 


The case is an illustration of the rule in libel 
that if there are a number of reasonable and 
quite harmless meanings for any expression used, 
and one bad interpretation of the position, it is~ 
not reasonable to seize upon the bad meaning in , 
order to make the expression as a whole de- 
famatory. 

In another case on somewhat similar facts, the 
defendants in the libel action had said of their 
former employee: 
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ht seems strange to me that you 
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haven t been on to the “Essex” 


SAID THE MANAGING DIRECTOR 


‘Shey are the people to 
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The 
Emidicta 
Dictation System 





Some things are common to all of us. We 
have a price on our time; we desire effici- 
ency with économy; we have, too, a cautious 
tendency to doubt all remedies. Sometimes, 
even today, consultants of the Emidicta 
Advisory Bureau are told that the Emidicta 
‘wouldn’t fit in here’... and yet many 
firms both large and small are reaping the 
rewards of this system. You have but to 
reach out, for there is a GE to your 
problem. 


The system is built around 


2400E* Standard Office model—~6 minutes’ actual 
dictation per disc — giving 20/30 minutes’ typing 
2400E (Z/IC)* A new Executive’s Model (12 nute 
actual dictation per disc), 

* Both are dual-purpose dictation transcription 
models with many other features including telephone 
recording (may be connected to G.P.O. lines). 


PORTABLES 


2401 (A.C, Mains) dual-purpose 
2A02 (Battery/Spring) Dictation only—indepandent 
of mains supply. 


"Phone Call or Write to 


EWL, SALES & SERVICE LTD. 
EMIDICTA DIVISION (Dept. 22) 


HEAD OFFICE: 363-367 Oxford St., London, W.1. 
Tefephones: Mayfair 9597, Grosvenor 7127/8 
Northern Branch Office: Regent House, Cannon St., Manchester, 
Telephone: Deansgate 2315 

Birmingham: {11-117 John Bright Sr., Birmingham, l. 

Telephone: Birmingham, Midland 5821 
Glasgow: 135 Renfield St., Glasgow Telephone: Douglas 606] 
Cardiff: 31-35 Clare Road, Cardiff Telephone: Cardiff 30781 


EM.86L 
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DEATH 
DUTIES 


ESTATE DUTIES 
INVESTMENT TRUST 


E.D.LT.H.—helps shareholders in ) 
family and privately owned businesses 
to provide for the payment of estate 
duties. Edith, as the Trust has 
come to be called, is willing to 
consider the purchase for cash of 
shares in which there is no easy 
market, such as those of private 
companies or the smaller public 
companies, 


Inquiries should be addressed to: 


The Manager 
Estate Duties Investment Trust Ltd 
2 Drapers’ Gardens, EC2 
Monarch 0624 


INDUSTRIAL AND ` l 
COMMERCIAL FINANCE 
CORPORATION LTD 


are Managers and Secretaries of the 


Trust. Inquiries may therefore also 
be addressed to the branch offices of 
I.C.F.C. at 
India House 
73 Whitworth Street 
Manchester 
Central 5429 


33 Charlotte Street 
Edinburgh, 2 
Edinburgh, 30212 


214 Hagley Road 
Birmingham, 16 
Edgbaston 4181 
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psa is no longer in our employ. Please 
give him no orders or pay him money on our 
account’, 
Dud the judge in that case held that although the 
expression might suggest a quarrel between the 
two parties there was no hint of a criminal act, 
and the claim consequently failed. The judge 
mentioned a criminal act because the plaintiff 
alleged that the words imputed dishonesty to 
him, but in libel the question of a criminal act 
need not arise. (It is only in slander, the transient, 
usually spoken, form of defamation, that the 
imputation of a criminal act is sometimes 
material.) 
_ For a written communication to be defamatory 
there is no need for it to do anything more than 
to ténd to expose the person libelled to public 
hatred, ridicule, or contempt (among other 
things) which covers a wide range of suggestion 
and imputations. ‘To speak ill of a man’s com- 
petence in his profession or trade is another form 
of actionable defamation whether libel or slander, 
and it is usually on these grounds that complaints 
are made against employers by their employees. 


d The Bounds of Reason 


Tt is comparatively rarely, of course, that an 
employee will go to the lengths of the employee 
who recently threatened to sue the head of his 
department at work for the words uttered in a 
moment of some exasperation and, unfortunately, 
in the hearing of a third party: “You are under- 
mining the work of the whole office.’ He was 
persuaded to refrain from further consultations 
-with his solicitors only on the execution of a 
formal written apology. 

But it is constantly observed that the dismissal 
of an employee, whether justified or not, is likely 
to lead to unpleasant situations, and it is a serious 
matter for any man who is seeking a new posi- 
tion, or attempting to build up business on his 
own. account, to have it broadcast around all his 
trade connections that he has been dismissed. 
If the information is correct, of course, he is 


without a remedy; but if it is not there is little 


he can do if an apology is refused, beyond legal 


‘action to vindicate his own character. 


Actions for libel and slander before a jury are 

jbably the most speculative of all litigation, 
ind for this reason, perhaps, as well as for any 
other, threats of such actions are frequently in 
the backs of the minds of many employers when 
the question of references is raised, or reasons 
are asked for the termination of an engagement. 
-For the general comfort, however, it may be 
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remembered that it is in the first place no action- 
able wrong to utter a slander or publish a libel 
to the man himself (unless it is so outrageous 


that it is likely to provoke a breach of the peace) 


and reasons for any action may safely be given to 
the man affected, however libellous they might be 
when uttered to anyone else. If the man himself 
repeats them outside, that is his own responsibility. 


The Protection of Privilege: Giving 
References 

Again, the range of protection in law for com- 
munications which it is in the interest or duty of a 
man to make or receive is very wide, much wider 
than is generally realized, and there is in fact no 
action for the most scandalous accusations about 
a man if they are honestly and reasonably 
believed, although untrue, when privileged, as 
they are, for instance, between a present or past 
and a prospective employer. 

. There is no obligation on an employer to give 
a reference at all, if he does not wish to do so. 
And it is, of course, a little risky at the best of 
times to pass on damaging information about the 
honesty of anyone, however cogent the belief 
and pressing the occasion. But employers should 
remember that they have a duty towards a pro- 
spective employer, and he an interest in receiving 
what information there is available, and all com- 
munications which are made fairly are privileged 
and will not ground an action for defamation, 
even if untrue. It is only if the privilege is abused 


. that action may be taken for any wrong done. 


Abuse of Privilege 
This abuse may arise in a number of different 


. ways: publication to an unnecessarily large 


number of persons is abuse of privilege, and so 
is the use of expressions which go beyond the 
requirements of the occasion. It is fair to say, 
however, that if there is either a duty to give 
information or an interest in receiving it on both 
sides, the occasion is privileged. An employer 
who circularizes his customers with only the 
bare amount of information necessary to protect 
his own interests can usually bring himself well 
within the protection of privilege. 

| ‘The borderlines of privilege are no more clear, 
however, than those of defamation itself. The 
prudent man is not so much concerned to know 
that his actions are probably not libellous, or will 
probably be protected, as to be sure that there is 
no reasonable doubt in the matter. For this, of 
course, there is nothing to compare with the 
reasonable and honest opinion, the fair estimate, 
the absolute and careful truth. 
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THE ALMOND CALENDAR 


For the More Efficient Scheduling of Accounting Duties 
by JOHN E. ALMOND, C.P.A., A.C.A. ës 


HE arbitrary calendar, which my co- 

workers have insisted on naming after me, 

has now been in operation for a year and 
has proved to be such a success that I believe 
other accountants would be interested to hear 
about it. 

Our Problem 

Due to the large number of branch offices with 
, Skeleton accounting staffs and the fact that we 
had a punched-card department and a general 
accounting department with slightly less than 
adequate staff (following the true American 
tradition) the work had to be planned to the ath 
degree or else sales and profit figures were late 
in reaching the executives’ desks. 

One of our bugbears was the fact that the 
normal or Gregorian calendar month, with its 
irregular number of days and the haphazard 
incidence of week-ends and holidays, made it 
impossible to draw up a plan that could be 
followed from month to month; and to draw up 
a new plan each month would have almost 
required an extra accountant on the staff. 


Discontinuance of Use of the Gregorian 
Calendar 

Early in 1953, we decided to discontinue using 
the Gregorian calendar for the purpose of 
developing uniform scheduling of accounting 
duties and reports and to use, in its place,.a 
‘20-working-day’ month. That is, we numbered 
the working days of each month from 1 to 20, 21, 
22 or 23 (depending upon the actual number 
of working days in each month). Twenty working 
days was the basic month and the monthly 
accounting routines were based on this number 
of working days. 


Use of Days 21, 22 and 23 | 

As I have said, the month’s routine is scheduled 
on a 20-working-day basis. Any working days in 
excess of 20, i.e. those numbered 21, 22 and 23, 
are to be used for special jobs that would other- 
wise upset the schedule; that is, for jobs that 
occur other than monthly or about which nothing 
is known until the accounting department is 
asked to do them. Any jobs that are outside the 
regular schedule and cannot be delayed until an 
extra working day comes along are handled by 
working overtime. 


Where these special unscheduled jobs are 
numerous and urgent, yet there are few hands 
that can be taken off regular work without 
danger of upsetting the flow, it is a good plan to 
try and spread the extra days evenly through the 
month. For example, where there are 23 working 
days in a month, the extra days, which would 
not be numbered as regular working days, could 
be spread through the month approximately ro 
days apart, at spots where it is thought special 
work might be brought into the accounti 
department. 


The Problem of February 

February of 1953 created a problem because it 
only had 19 working days. Luckily, this does not 
happen often. We solved the difficulty by borrow- 
ing the last working day from January and using 
it as the first working day of February. Had we 
preferred, we could just as easily have borrowed 
the first working day of March, for both January 
and March usually have (and did have in 1953)- 
more than the basic number of working days. 


Nomenclature 
Reference to working days is either to ‘1st working 
day’, ‘2nd working day’, etc., to “Day'1’, ‘Day 2’, 
etc., or to ‘January WA, ‘March W18’, etc. Thére~ 
are quite a number of variations of stating the 
Gregorian date, so why not with our calendar? 
The important point is not to confuse between t 
Gregorian calendar and the accounting depart- 
ment calendar. 


Some of the Advantages 

Not only does the working-day calendar enable 
work to be scheduled on a monthly basis without 
risk of upset when week-ends and holidays fall at 
inconvenient times, but the more even flow of 
work has reduced much employee discontent due 
to the strain of the previous changing tempo of 
the work load and, when we do have a change of 
staff, it is much easier to train a new clerk in 
her work. The system does not, in any wW 
change or interfere with the accounting periodg, 
which are still on the Gregorian month. In fact, 
the ‘WD’ month, beginning and ending, as it 
usually does, within the Gregorian month, fits 
perfectly into the scheme of producing prompt 
monthly profit and loss statements. 
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WEEKLY NOTES 


_ The Royal Commission on the Taxation 
of Profits and Income 


The following bodies have accepted invitations to 
give evidence before the Royal Commission on the 
Taxation of Profits and Income on the dates shown. 
All the meetings will be held at ro Carlton House 
Terrace, London, SW1; the morning sessions will 
begin at half-past ten, and the afternoon sessions at 
' two o’clock. 
Wednesday, June 2nd 
Morning: British Overseas Mining Association. 
Afternoon: Association of University Teachers. 
Whole-time Consultants Association 
(formerly the Association of Whole-time 
Salaried Specialists). 
KO June roth 
Morning: 'The Institute of Chartered Accountants 
of Scotland. 
British Actors’ Equity Association. 
Afternoon: Ballast, Sand and Allied Trades Asso- 
ciation. 
The Law Society. 
Wednesday, June 16th 
Morning: National Union of Teachers. 
The Institute of Directors. 
We shall hope to report the proceedings of these 
j meetings. 


The Society’s Annual General Meeting 
The sixty-ninth annual general meeting of the Society 
of Incorporated Accountants and Auditors was held 
last Wednesday as this issue was going to press. We 
‘hope to publish the President’s address, together 
-with a report of the proceedings at the meeting, in 
our next issue. 
Following the Society’s meeting, the sixty-first 
annual meeting of subscribers of the Incorporated p 
Accountants’ Benevolent Fund was held. We hope - 
to publish the annual report. of the Fund with a 
report of the proceedings of this meeting also in next 
week’s issue. 


The Twenty -fifth National Cost Conference 


The twenty-fifth national cost conference of the 

Institute of Cost and Works Accountants was held 

at Southport on Thursday and Friday, followed by 
_ the annual general meeting which is being held 

today. Details of the programme were given in our 

issue of May 15th, and we hope to include a report 
- in an early issue. 


Lë Charity Commission Report 
“The one hundred and first report of the Charity 
ommissioners has been published. It covers the 
proceedings of the Commissioners during the year 
1953. The total number of formal orders made in 
that year was 5,547. Of these, 573 were for schemes 
for the administration of individual charities, while 
334 were orders for the appointment or removal of 


trustees, or vesting real estate, There were 2,048 
orders authorizing the transfer of stock or the pay- 
ment of money to the Official Trustees of Charitable 
Funds, or the investment of money by the Official 
Trustees. Accounts were rendered to the Commission 
during the year for 30,342 separate charities, as 
against 25,502 in 1952. The total number of accounts 
received was 42,251, of which some 8,000 were for 
1951, and some 7,000 for earlier years. The remainder 
were for 1952 and 1953. The Commission reports that 
during 1953, 703 new endowed charitable trusts came 
_to their notice. At December 31st, 1953, the Official 
Trustees of Charitable Funds held stocks and other 
securities to a total amount of over £124 million, in 
addition to securities having a face value expressed 
10 foreign currencies. 


South Africa 


A most satisfactory report by the Public Accountants’ 
and Auditors’ Board, South Africa, has recently been 
published recommending amendments to the South 
African Public Accountants and Auditors Act, 1951. 

Section 30 of the Act, which came into operation 
on November rst, 1951, prohibits partnerships and 
profit-sharing between accountants resident in the 
Union and accountants resident outside the Union 


„and it also prohibits the use of a firm name which 


contains the name of any person who is not or was not 
during his lifetime ordinarily resident in the Union. 
Partnerships which were in existence on April rath, 
1951, are, however, not subject to the prohibitions 
until October 31st, 1956, or such later date as may be 


- prescribed. 


Section 30 was passed by the South African 
Parliament on the understanding that the Minister 
* of Finance would request the Public Accountants’ and 

Auditors’ Board to conduct a thorough investigation 
into the matters dealt with therein. The Board’s 
report on its investigation has now been published 
and it recommends amendments to the Act, the effect 
of which would be to remove all the prohibitions 

_ directed against firms which consist of partners 
resident in the Union and partners resident outside the 
Union. At the same time the non-resident partners 
would be brought within the- jurisdiction of the 
Board for disciplinary purposes. In relation to firms 
which consist of resident and non-resident partners it 
is of particular interest to note the Board’s conclusion 
that any policy restricting the operations of such firms 
in the Union may hamper the exchange of informa- 
tion, have repercussions in neighbouring territories, 
affect the flow of investment capital to the Union, and 
constitute a deprivation of rights of both resident and. 
non-resident partners. 

The Board’s report is, of course, addressed to the 
Minister of Finance and no indication has yet been 
given of the action which the South African Govern- 
ment proposes to take. 
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The Prudential’s Investments 


For a long time the larger insurance companies have 
been concerned at the widespread misapprehension 
which exists about the control which they can wield 
over the policy of companies in which they have 
investments. The Prudential Assurance Company 
has been particularly the target for this kind of ill- 
informed criticism and it is, therefore, all to the good 
that a director of the Prudential should have given 
facts and figures last week to refute such charges. 

Mr E. J. W. Borrajo, the deputy chairman, in the 
course of his address at ‘the annual meeting over 
which he presided in the absence of the chairman, 
emphasized that while the Prudential’s investment in 
ordinary shares was large and covered a very large 
number of companies, it was not their policy to 
acquire such large proportionate holdings in in- 
dustrial companies that they might be called upon 
to intervene in their management and direction. The 
average holding on the basis of market values was 
less than 2$ per cent. 

Mr Borrajo also emphasized the large funds which 
the company had last year invested in British Govern- 
ment securities. Whereas ordinary share holdings 
had gone up by nearly £8 million in the last financial 
year, the company had put over {£14 million into 
Government securities. He put this.down to the 
shortage of suitable outlets available for finance in 
the industrial field. Evidence is accumulating these 
days to suggest that the famous ‘MacMillan gap’ is 
a gap no longer. 


Profit-sharing by I.C.I. 


The decision of Imperial Chemical Industries to 
embark on a scheme of profit-sharing with its 
employees, assuming that the plan is approved at 
the shareholders’ meeting in June, is bound to have 
a major affect on profit-sharing in general. In 
principle, [.C.I.’s decision does not break new ground: 
there are already a number of large companies in this 
country which have profit-sharing schemes and the 
idea has been in operation now for about thirty-five 
years. I.C.I.’s contribution to the idea lies in the 
prestige which the profit-sharing movement is bound 
to receive from the I.C.I. experiment, and also from 
the fact that the company has had to evolve a com- 
paratively simple arrangement for a very large 
number of employees. 

The scheme will apply to about 75,000 of I.C.I.’s 
employees in the first instance. Subject to approval 
being obtained from the shareholders, a 100 per cent 
scrip issue on the {71 million ordinary capital and 
a two for five issue of 5 per cent cumulative preference 
shares on the {24 million 7 per cent cumulative 
preference capital will be made. The first distribution 
will be made in the summer of 1955 to adult employ- 
ees with two and a half years’ service or more on the 
basis of 1 per cent of the employees’ annual remunera- 
tion for each 1 per cent of the total annual ordinary 
dividend over 5 per cent. Stock will be issued to the 
trustees until an employee has a minimum of £25 
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of stock and this will then be given to him without 
restriction. Payments under the scheme will be 
charged against the profits of the company. | 

The scheme will not be part of any contract of 
employment nor will the benefit form part 6 
contractual wages. The directors will retain control 
of the scheme and will have the power to amend or 
terminate it if circumstances should, in their opinion, 
make this necessary. ‘Treasury consent to the scheme 
has already been obtained. 


Coal Board’s 1953 Results 


The Coal Board’s annual report for 1953 which was 
published last week, is a disturbing document. It 
shows not only that long-term investment in the 
industry is still behind schedule despite an accelera- 
tion in the programme last year, but also’ that 
production in 1953 was lower than in 1952. For-the~ 
first time since the nationalization of the industry, 
output in one year was below that for the previous 
one. 

Superficially the year’s results appear satisfactory. 4 
After paying £16-5 million in interest to the Ministry 
of Fuel, the Board made a profit of £353,647, 
compared with a deficit of {8-2 million in 1952. In 
consequence, the accumulated deficit had become 
£13°6 million by the end of December last. Output 
of coal last year from the deep mines was 212°5 
million tons, about 1°8 million tons lower than the 
year before. Open-cast coal provided 11-7 million 
tons which was half a million tons lower than the 
year before. Overall productivity recovered during 
the year to 1:21 tons a man-shift which was the same 
level as 1951, but productivity at the coal face fell 
by ‘or tons per man-shift and the labour force fell 
from 721,000 to 710,000, although’ there were more- 
men working at the coal face than in any year since 
the war. The better financial results were achieved by 
the increase in coal prices which came into operation. 
last March and which enabled a profit to be mad 
although costs increased through the year. 

The most encouraging feature of the report is the 
acceleration in the rate of capital investment. In 1953 
£52'4 million were spent on collieries which was 
almost up to the planned figure, and it is hoped to 
increase the rate of capital expenditure by about 
£10 million in the current year. The report records 
the fact that in the seven years from 1947 only three 
schemes costing over {1 million were completed, and 
all of these were in the highly productive East 
Midlands division. 

It is hoped to achieve a level of production 5 million 
tons higher this year than last year but so far output 
is running below the corresponding figure for 1953. 
Results such as these for 1953 and the outcome on 
in 1954 are a serious challenge to an industry whic 
has pursued a policy for several years of investing 
time and money in wages, working conditions, housing 
facilities and short-term development programmes 
which will not ostensibly interfere with production 
programmes. ; 
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Take your hands out of the Firms pockets} 


4 


"Ir isn’t that you waste f 2 ‘‘Carter-Parratt ? Oh yes, the visible 
record specialists. Aren’t they the people 


who make Vistem ? Well, ask them to call 


your time, nor is your work hi 
slack—but so often I have to 


wait for facts and figures which and we will see what they suggest. Incidentally, 


never seem to be in your we could ask them about the stock record 


records. We really must systems, too.”’ ene 


do something about it.” 
‘“ Yes, sir. Shall I get 


A 
Carter-Parratt on the 


CARTER-PARRATT LTD. 


+3 
telephone? (VISIBLE RECORD SPECIALISTS SINCE 1914) 


IDDESLEIGH HOUSE, 3 CAXTON STREET 
LONDON, SW 


Telephone: ABBey 3675 


Are You Satisfied 3 


... that the happiness and comfort of your 
home and those in it are secure? This question 
arises in moments of meditation, and if the 
answer is in any way doubtful, it is time for 
you to take stock of the position. 


For small quarterly contributions the Scottish 
Clerks’ Association offers you security in 
times of sickness and unemployment, addi- 
tional to the National Insurance Scheme. 

@ SICKNESS AND DISABILITY 

@ LIFE AND ENDOWMENT 

@ PERSONAL UNEMPLOYMENT 


@ JUNIOR ENDOWMENT 
(for your children) 





For full particulars apply to: 


SCOTTISH CLERKS’ ASSOCIATION 
Hean Orrice: 93 WEST REGENT STREET, GLASGOW, C2 


Instrrurep 188 
London Office: Drayton House, Gordon Street, WCI Branches throughout the country 
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p = FINANCE AND COMMERCE 


t 


tke absence of any direct or strong lead, business 
in the stock-markets has become selective. In the gilt- 
zdged section speculative positions built up before 
he Bank rate change are still being rectified, and in 
yome industrials demand has switched from the 
‘ecognized market leaders to issues which the 
nvestor hopes have been genuinely ‘overlooked’ in 
the price advance. The volume of business in markets 
yenerally is below recent experience but a lively 
nterest is maintained through encouraging industrial 
srofit and dividend statements. An active new issue 
narket is also being well supported. 


P. B. Cow 


K directors of P. B. Cow & Co Ltd, whose accounts 
ve reprint this week, like to see after the company’s 
me ‘makers of LI-LO products’. The company is 
‘qually well-known, however, for its Sorbo sponge 
Ubber and for its inflatable life-saving equipment. 
jome readers may have had a close experience of the 
atter. The company supplied the life-jackets to the 
rothic for the Queen’s tour. 

The Board have decided that this year shall be 
ane of a grand tidying-up of the balance sheet, 


including the elimination of certain items of doubtful 
importance and others which have really only an 
historical value’. This, they say, will provide a truer 
framework on which future balance sheets can be 
built. 

The. first point is the capitalization of £495,000 
out of capital reserves which will double the ordinary 
capital in issue. The reserves, it will be noted, include 
a surplus on revaluation of fixed assets ‘on a basis’, 
says the chairman, Mr D. H. Carlisle, ‘more in 
accordance with their existing worth than the purely 
historical figure at which they have stood in the 
balance sheet’. The fact that a considerable surplus on 
book values existed has been known to stock- 
hoiders, valuations having been made for the purpose 
of the 1947 and the 1948 prospectuses. The new 
values, however, were not adopted in the accounts. 


75 Per Cent 


In view of the inflation that has since taken place, 
these valuations of six years ago obviously became 
out of date and for the purpose of setting up new 
values in the books, a further valuation was made as 
at the last day of the period of the accounts. The 





P. B. COW & COMPANY LIMITED AND ITS SUBSIDIARIES 
Consolidated Profit and Loss Account for the year ended December 31st, 1953 





omporative -Figures 
Year ended 
































1953 
ecember 3/ st, 1952 
É £ £ £ 
290,173 Trading Profit . 451,664 
Arrived at after debiting the charges shown below. g 
960 Depreciation (See Note 4) go P sé Se di ia 69,988 
3,366~_ Auditors’ Remuneration! (G roup) Pa a a Le a ed KR ch 3,388 
Remuneration of Directors of P. B. Cow & Co Ltd: 
5,075 Fees Kë e, e : e ia S 5,300 
14,103 Salaries and emoluments Sch ; P ef e Sg E SS .» 26,475 
BF, 504 b £105,151 
£ Taxation on the year’s profits: £ 
44,131 Income Tax including amounts set aside for tax on the year’ "e proni ts EES 1954-55 ,, 209,123 
26,769 Profits Tax eu eg oa vs Sei SH gi sc s. 41,994 
24,000 Excess Profits Leer e as E e ee vÄ d Ge Ei 58,200 
— 194,900 309,317 
| 95,273 part ia of the Group after Taxation .. Ji S g S : g 142,344 
l 17,067 Surplus Provisions for Taxation made In Previous Years w ; . ‘ 17,095 
$42,340 Balance Available for Appropriation .. ds e e Si 159,439 
3,373 Of which there is retained by the Subsidiaries: As addition to General Reserve ` - Si ba e 12,000 , 
As increase in Carry Forward .. Se 1,756 
, 13,756 
£108,967 Leaving for Appropriation by P. B. Cow & Co Ltd .. Ee At bes Se Ke as E £145,683 
€ Which it Is proposed to deal with as follows: £ 
Payment of Dividends (fess income Tax): 
Preference Stock: 
12,797 For 12 months ended December 3ist, 1953 13,254 
; , Ordinary Stock: - 
— we interim Dividend of 74 per cent e Ke Ga . 20,418 
} {15 per cent) Proposed Final Dividend of 174 per cent Ss e Lg -. 47,644 
51,778 `, 81,316 
g Transfer to Reserves: 
30,000 General Reserve (making Group Total for the year £70,000) .. Ge 58,000 
— Employees’ Supplementary Benefit Reserva =... aA oe ete SCH es sà Sa E SN 4000 
. 63,000 
7,189 Transfer to Unappropriated Profits (making a total of £23,834 for parent Company and £42,909 for Group) 1,367 
———— 57,189 64,367 
£108,967 £145,683 





D Reproduced on page 620 - Editor.) 
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P. B. COW & COMPANY LIMITED 
Balance Sheet (P. B. Cow & Co Ltd) and 







Comparative Figures at 
December 31st, 1952 








1953 k gi 





















































P. B. COW P. B. COW 
& CO LTD & CO LTD 
£ ' £ 
ee, Capital of P, B. Cow & Co Ltd 
Authorized ` Authorized 
5 per cent Cumulative Redeemable Preference Stock Units £ 
487,500 487,500 487,500 of £l each (see Note 24)... e ‘te i Se 487,500 | 487,500 487,500 
Ordinary Shares of 4s each (converted on Issue into Stock - 
495,000 495,000 500,000 Units of 4s each Sa SN Si Ge e ge 500,000 | 495,000 495,000 
aan mermas — Shares of 4s each (Unclassified) ` aie Dé ga 1,012,500 — nt 
982,500 982,500 | £987,500 3 £2,000,000 $82,500 982,500 
Capital Reserves 
173,883 222,190 General (including surplus on revaluation of fixed assets ~ see Note 5*).. Ss 364,085 
299,421 299,421 Share Premiums... —.. ee ka Cp ge da SES ES os 299,421 
473,304 521,611 663,506 
Revenue Reserves 
155,000 250,000 General Reserve (see Note 6*).. Ss zi se Ss i SN Si 213,000 
— ee Employees’ Supplementary Benefit Reserve .. be Dr Si Ge ne ‘5,000 
22,467 _ 39,786 Unappropriated Profits .. ‘cn se <a Se ye - SH SC 23,834 
177,467 . 289,786 241,834 
},633,271 1,793,897 1,887,840 
— Minority Interest in the Australlan Subsidlary aa vie Ss Sie SN 
Deduct: 
Net excess of the cost of shares in subsidiarles over the book values of the net tangible 
assets of those Companies at the dates of acquisition .. da E Sé Ss 
The notes... form part of thls Balance Sheet. 
Signed on behalf of the Board, 
. D. H. CARLISLE 
Directors. 
Wm. J. GARNER 
[? Not reproduced, * Reproduced on page 620 — Editor.] a 
£1,633,271 £1,436,038 Total Capital Employed .. y ‘se z da Pa £1,887,840 £1,960,00 
balance sheet figures have been raised to 75 per cent Rockware Glass 


of that valuation. There is no particular magic about The directors of Rockware Glass Ltd, are doin 
75 per cent, says Mr Carlisle. It merely represents something which is rather unusual in industry: 
the directors’ endeavour to allow for any temporary making a special process available to their com- 
scarcity inflation value, and while being realistic, to petitors. The company. makes glass bottles and 
be also conservative. A comparison of the former containers and has developed, after long research and 
book~values with the revised values will ke seen in experience, a fully automatic high-speed machine for 
the extract from the notes on the accounts on page 620.. the decoration of bottles with coloured enamelled 
Among other items ‘tidied-up’ are the £45,000 for labels. The process is expected to make possible a 
a possible claim under war contracts. The claim bas substantial reduction in the cost of coloured 
been abandoned and the amount has gone to capital labelling. ? 
reserve from which has been written off the net ex- Mr R. Graham Bailey, the chairman, tells shat 
cess of the cost of shares in subsidiaries over the book holders that the directors have decided the comp vis 
values of the net tangible assets at acquisition dates. best interests lie in making the new machine available 
This balance sheet overhaul may suggest to readers to other manufacturers. They expect to see a general 
possible cases for similar treatment, in their own reduction in costs and selling prices of enamelled 
practice. It is astonishing sometimes to see what bottles which should lead to much greater demand to 
‘history’ can accumulate in the private ledger. the benefit of the industry as a whole and to Rockware 
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AND ITS SUBSIDIARY COMPANIES) 
onsolidated Balance Sheet (Group) as at December 3! st, 1953 
Co nparative Figures at 1953 
December 31st, 1952 
P, B. COW P. B. COW 
& CO LFD GROUP & CO LTD GROUP 
£ £, £ £ £ £ 
Fixed Assets 
Factories and Equipment: 
At values ascribed at December 31st, 1953, arrived at on the basis set out in 
Note 4. (1952 at Net Book Values) 
61,222 154,220 Freehold and Leasehold Land and Bullidings .. Wi Se T ae II, 20 349,515 
£39,751 292,676 Plant, Machinery and Other Equipment SS os Ke SN eg 268,644 636,878 
200,973 446,896 l 380,034 986,393 
Motor Vehicles: 
15,780 37,683 At cost : S Ste : 21,508 46,93! 
8,385 19,166 Less Accumulated depreciation. š e 8,244 21,380 
7,375 18,517 13,264 25,551 
16,650 27 A454 Moulds and Tools as valued .. Se 3 Sek D 10,745 24,348 
225,018 492,867 404,043 1,036,292 
i { 20 000 26,000 Trade Investment at cost SC ge 4 è EN ae oi A A 
d 512,867 424,043 1,056,292 
Subsidiary Companies 
Shares at cost {less ess amounts GE séi £19,669, out of Capital Reserves, see 
798,924 1,632 Note 53} ro T SN ge sh e 846,253 
121 454 Loan bed Current ‘Accounts SN Se D 315,478 
í 75,744 Dividends {fess Income Tax) declared since December 31se, 1953 Sé SC 116,407 
“~ 996,122 1,278,138 
13,881 Deduct Liabilities on loan and current accounts .. Sé gx KN Ss 103,217 
982,241 ; 1,174,921 
Current Assets 
413,409 950,531 Stocks and Work in Progress at lower S cost or market value .. fy ie 427,651 886,166 
175,799 478,205 Debtors and prepaid expenses.. ss ep ae os 191,676 718,469 
102,613 363,197 Balances at Bankers and Cash in Hand Sg CN D SS 143,121 358,823 
691,821 1,791,933 762,448 1,963,458 
Deduct: 
Current Liabilities and Provisions 
q4 {11,747 434,680 Creditors and accrued charges i Wie We D SR is 200,090 526,88! 
— Bank overdrafts of two subsidiaries A S See Sa 
76,688 Taxation other than Income Tax assessable 1954-55 ` ga 141,487 276,136 
3,199 Accrued Dividend (Jess Income Tax) on Preference Stock.. 3,351 3,351 
aie) Proposed; Final Dividend of 173 per cent (less income Tax) on Ordinary Stock . 47,644 47,644 
i Provisions: 
. 40,194 War Contracts ete, .. va Se Sg A Sg — — 
27 0,809 784,327 392,572 854,012 
Í L n 
421,012 1,007,606 Total Net Current Asseta “ 369,876 1,109,446 
"1,648,271 ,648,271 1,522,105 ea 1,968,840 2,165,738 
uct: 
Wis 000 86,067 Amount set aside for Future Income Tax assessablo 1954-55 ,. NW fe 81,000 205,731 
£1,633,271 633,271 £1,436,038 Total Net Assets .. ks eg D Se ei e £1,887,840 £1,960,007 

















Glass in consequence. Arrangements are therefore 


1952 at £22,328 before tax and expected a figure of 


being made to manufacture the machine for sale not less than £38, 500 for 1953. 


generally. 
: No Comparison 


A note to the balance sheet of McIntyre & Sons 
(Holdings) Ltd says that as these are the company’s 
first accounts, no comparative figures are shown. ` 
Obviously a new company, in theory, has no past. 
But in practice, the business it operates must have a 
past if the shares are to obtain a market quotation. 
he Stock Exchange improves on the law by requiring 
aX ten-year profit record. When this company’s 
shares were marketed in 1953, the statement for 
information went even better by giving a profit 
record back to 1939. 
= Dealing with ‘Current trading, profits and pros- 
pects’, the statement set down the profits of the 
operating company for the year to December 31st, 


` The business is constructional engineering and it 
was emphasized that as profits or losses on contracts 
were not taken into account until the year in which the 
contract was actually completed, the profits of any 
„particular year were not necessarily related to the 
“results of the work carried out in that year. 

Under these circumstances, we think that, as the 
interest of the public investor in the business has been 
obtained. by publication of its past profits and ` 
prospects, a comparison of the first results obtained 
with the previous performance should be given. 


Approximation 


Did any reader notice the approximation to thousands 
in the Unilever accounts which we reprinted last 
week? Or have we become so used to approximation 
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4. The Freehold Land and Bulldings and the Plant, Machinery and other Equipment have been valued by Messrs lohn Foord & Co on a going concern basis 


as at December 3ist, [953. The values ascribed to these assets in the Balance S 
Directors consider to be reasonable values to adopt for accounting purposes. 
A comparlson of the former book values with the revised values is given below: 


December 3ist, 1952 


Parent. Group 
Company Total 
£ £ 
- when acquired: 
67,679 169,840 Freehold and Leasehold Land and Bulldings .. 


246,066 522,562 Plant, Machinery and other Equipment do 














Accumulated depreciation to date: 
Freehold and Leasehold Land and Buildings 
Plant, Machinery and other Equipment 














Net book values before revaluation: 
Freehold and Leasehold Land and Bulldings 
Plant, Machinery and other Equipment 








Add: 


Revised book values: 


Cost, including for the Parent Company assets acquired from the predecessor companies at their written-down cost 


ve on ia ie D ke f SN E Se e ZS A8 
D we (RI ap “Mau . s e ra a+ 


Surplus on revaluation — credited to Capital Reserve (see Note 5 below) 


Freehold and Leasehold Land and Buildings 


Plant, Machinery and other Equipment 
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eet represent 75 per cent of such valuation which in the circumstances th 


December 31st, 1953 

Parent Group 

SES Total 
£ 


80,505 
254,484 610,664 


334,989 821,968 


kd a a? KM on 


ee oe zs € EA? =+ a st a 














7,794 
176,302 
$24,096 290,080 














138,182 
210,893 531,888 








169,141 
£380,034 £986,393 
£ £ 
111,390 349,574 
636,879 


268,644 
£380,034 £986,393 


EATA 














The Depreciation charged against the 1953 profits Is based on the former book values. For future years the charge will be calculated on the revised 
book values for assets In service at December 31st, 1953, and the Directors have instructed Messrs John Foord & Co to furnish them with an estimate of 
the residual life of the assets to be used as a basis for such calculations. it is estimated that the depreciation charge for 1954 will be increased by not more 


than £30,000 because of the revision. 


5. Capital Reserves. Movements on the Capital Reserves during the year have been as follows: 


Genpa Reserve at December 31st, 1952 
Add: i 
Excess Profits Tax Post-war Refund ia 


War Contracts provision etc., now release e re 
Surplus on revaluation of fixed assets (see Note 4 above) 


Deduct: 


Net excess of the cost of shares In subsidiaries over the book values of the net tangible assets of those companies at the date 


of acqulsition ee oe (CR? LR oe 1. eon 


Parent 
Company 


105,116 


Group 
Total - 


105,116 

40,730 
169,141 
383,754 








721,944 


we Lon ee. ae HM aa 
+ 


19,669 357 Boy 
.. £364,085 £364,085 











Balance as per Balance Sheet .. ae e >> SÉ 
6. Revenue Reserves. Movements on the Revenue Reserves have been as follows: £ £ 
General Reserve at December 31st, 1952 ge Ss Ss i 115,000 150-099 
Add: 
Transfers from Contingencies Reserves Sch Ges Ge Wa ga ds Va ec ui 40,000 100,000 
Appropriations from the year’s profits 3 ia ae Jk E zi Di .. 58,000 70,000 
213,000 320,000 
Deduct: - 
Reserves for future Income tax in subsidiarles’ accounts at dates of acquisition se Së Di 55,247 
Balance as per Balance Sheet... a ie ay ae SR D A SR .. £213,000 £264,783 


aS 





‘in the appropriate circumstances that the three 
ciphers were accepted in the normal course? 


Some may remember the controversy in these 
columns in the 1930s when we. dared to suggest that 
shillings and pence might well be eliminated from the 
accounts of public companies and the figures abbrevi- 
ated to pounds. How could an auditor give his clear 
certificate to such accounts? the purists asked. 

But times do change. We even write up fixed 
assets to current valuation and take foreign exchange 
rates at accounting dates for the conversion of all 
asset figures. At the time it seems revolutionary. 

But one generation’s revolution is the accepted rule 
of the next, and approximation to thousands is 


surely only another facet of the broad problem of 
accounting for inflation which at present confronts us. 
At the moment, of course, there are few public 
companies whose accounts can carry such approxima- 
tion — but the number is growing. 


Money Market 

With applications increasing by some £9 million %6 
{400,655,000 the market obtained 54 per cent of 
Treasury bill requirements at the maintained bid of 
£99 115 5d per cent on May 21st. The average rate 
was £I 14s 3'24d per cent, the whole of the £270 
million bills offered being allotted. This week the 
offer is held at £270 million. 


“May 29th, 1954 
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REVIEWS 


ges Evolution of the Science of Book- 
E keeping 
by H. J. Eldridge, F.S.A.A. 
Second Edition 


revised by Leonard Frankland, A.C.A. 
(Gee & Co (Publishers) Ltd, London. 12s 6d net) 


The subject-matter of this scholarly little work is 
divided into five parts. The first describes the earliest 
forms of book-keeping from the Sumerian Tablets 
of 2000 B.C. down to the fifteenth-century account 
books of one of the livery companies of the City of 

ndon. The next two parts give brief details of the 
lives and works of the principal writers on the 
subject, starting with Luca Pacioli and ending with a 
ist of nineteenth-century and later authors. The 
‘fourth part draws the reader’s attention to the func- 
‘ions and objects of the Institute of Book-keepers, 
ind the final section considers the possibilities of 
mechanized book-keeping. 

The work contains a wealth of information about 
the evolution of book-keeping and its literature and 
s excellently illustrated. It should stimulate further 
‘esearch in a branch of learning about which, despite 
ts everyday importance, not very much is known. 
The Council of the Institute of Book-keepers and 
the publishers are to be congratulated on their enter- 
orise in making this revised edition of an extremely 
nteresting book available. 


‘The Stock Exchange Official Year Book, 1954 
(Volume I) 


“Editor-in-Chief, Sir Hewitt Skinner, Bt. 


‘Thomas Skinner & Co (Publishers) Ltd, London. 
-. Complete edition of two volumes £7 net) 


Volume I of the 1954 edition of this famous work of 

‘eference has now been published. It ‘contains 
early 1,800 pages and includes the special chapters 

on Government, Municipal and County Finance and 

he fullest information on Government securities, 
cluding Dominion, Colonial and Foreign. 

The company sections embrace railways, banks, 
breweries, insurance, investment trusts, iron, coal 
ind steel, shipping, rubber, tea and oil; in fact, all 
itocks and shares except the ‘Commercial and 
Industrial’ and the ‘Mines’ sections which are con- 
ained in Volume II to be published in September. 

The principal new feature of Volume I is the 
nclusion for nearly every company of a summary of 
ge pälance sheet instead of the brief selection of 
tefs given in previous years. Another addition, after 
he lists of members of the London Stock Exchange 
nd the associated and provincial stock exchanges, 
3 a list of overseas stock exchanges in the British 
Yommonwealth with an indication of those which 
re recognized under the rules regarding sharing of 
ommissions. 


Accounts for Management 
(British Institute of Management, London. 5s.) 


The first half of this booklet — one of the Financial 
Management Series produced by the British Institute 
of Management —is devoted to impressing upon 
executives of small or medium-sized concerns the 
importance of knowing how their businesses are pro- 
gressing financially; the second half explains to them 
the ways and means of having this information con- 
tinually before them. 

The publication has been specially prepared for 
the Institute by Mr F. Clive de Paula, T.D., A.C.A., 
F.C.W.A., With the assistance of an expert advisory 
panel under the chairmanship of Mr Ian T. Morrow, 
CA, F.C.W.A. The narrative throughout is non- 
technical, and the second part, covering costing 
systems — historical, standard and marginal, depre- 
ciation and obsolescence, expense budgets and 
control statements and periodical profit and loss 
accounts — combines lucidity with conciseness in a 


manner not often so harmoniously achieved in 
manuals of this kind. 


RECENT PUBLICATIONS 
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44 pp. 84x54. 2s 6d net. Gee & Co (Publishers) Ltd, 
London. 

ENGLISH ACCOUNTANCY 1800-1954, by Nicholas A. H. 
Stacey. xvii + 295 pp. 84 x 6. 25s net. post free 25s 7d. 
Gee & Co (Publishers) Ltd, London. 

EvervBopy Pays, by Stephen Graham. 191 pp. 745. - 
6s net. Ernest Benn Ltd, London. 

RETIRE AND Enjoy Ir, by Cecil Chisholm. 240, pp. 8x5. 
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COMPANY SECRETARIAL PRACTICE IN SOUTH AFRICA, by 
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uAS.A.A,, F.C.C.S., F.R.ECON.S., and Clovis E. Bayvel, 
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Research. viit+188 pp. 9464. 21s net. Cambridge 
University Press, London. 
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Arthur J. Dalladay, A.INST.P., F.R.P.S. 620 pp. 745. 
Linson board covers şs net; cloth bound ys 6d net. 
Henry Greenwood & Co Ltd, London. 

INCOME TAx AND PROFITS T'AX IN A NUTSHELL, 1954 Edition, 
by the ‘B.C.A.’ Tutors. xii-+212 pp. 8454. 155 net. 


‘ Textbooks Ltd, Harpenden, Herts. 


An ÅPPROACH TO MONEY AND BANKING, by James Dandy, 
B.COM.(HONS.), PIR 196 pp. 8X5. 12s 6d net. Staples 
Press Ltd, London. 

An Inrropuction tro Cost ACCOUNTANCY, Volume I, by 
R. Warwick Dobson, C.A., F.C.w.A. 319 pp. 84X54. 358 
net; post free 35s 7d. Gee & Co (Publishers) Ltd, London. 

HANDBOOK OF AUDITING METHODS, edited by J. K. Lasser, 
GPA. vii-+769 pp. 9X 64. £4 ros net. Macmillan & Co 
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FUNDAMENTAL PRINCIPLES OF ACCOUNTING, by C. A. 
Moyer, C.P.A., PH.D., and Hiram T. Scovill, A.B., C.P.A., 
oe xv-+631 pp. 9X6. 48s net. Chapman & Hall Ltd, 

ondon. S 
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The Universities Scheme 


Sir, — The interesting views put forward in your 
correspondence columns recently, and now the 
remarks of our President at the annual meeting (The 
Accountant, May 15th, at page 557) prompt me to 
report my own view after personal experience of the 
universities scheme. 

Firstly, I cannot urge too strongly my disagreement 
with one remark of the President: 


‘The joint standing committee has itself emphasized 

the desirability of doing most of the service after 

completing the degree course, and a good proportion 

of graduates under the scheme do not enter articles 
until then’. 


I served a period of one year’s articles in my 
principal’s office before attending the university and 
during this time completed the usual correspondence 
college ‘preparatory course’. Thus I started the 
commerce degree course with good practical experi- 
ence of office routine and methods and a sound basic 
knowledge of the elementary accountancy subjects. I 
was able to see for myself and appreciate the enormous 
difficulties confronting the ‘un-articled’ students in 
trying to grasp the theories of a complicated subject 
of which they had no practical knowledge. How can 
a lecturer explain the simple debit and credit of 
book-keeping to someone who has ‘never seen a 
ledger or a day-book? During the three years I spent 
at the university I realized that to some of my fellow- 
students the art (or science) remained a difficult 
mental feat of memory and never became the second 
nature essential to the practical accountant. 

It is always being said that the advantage of a 
university education does not lie in the academic 
knowledge gained while reading for a degree. I 
wholeheartedly agree with this view, and at the risk 
of labouring my point, I must mention that the start 
I had over my colleagues gave me more free time, 
particularly in the first year, to take part in and 
appreciate the social activities of a university life. 

I consider that this scheme has many other 
advantages. For instance, the graduate returns to his 
principal’s office fully conversant with its staff and 
methods and capable of taking a senior or semi- 
senior position. There are hardly likely to be any 
petty jealousies between him and younger articled 
clerks if he has kept in close and friendly contact 
with his firm during vacations. Again, many graduates 
consider that nearly three years is too long to wait 
before being allowed to sit for the Final, whereas 
between eighteen months and two years is, like the 
ideal shaving lather, ‘just right’. 

The profession as a whole can derive great benefit 
from the universities scheme and it would be a pity 
to let it die through lack of intelligent co-operation. 
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As I see it, the youngster leaving school and about 
to take up accountancy as a career will naturally 
choose the shortest route — normal articles. It is at 
that crucial time, nearly a year later, when he is about 
to start serious study for the Intermediate, when he is 
no longer a schoolboy, that he is most suitable and 
best prepared to appreciate a university degree 
course. Unfortunately, too many principals are loath 
to part with someone who is just becoming useful or 
else they mistakenly believe that it is too late to 
change his plan. 

I believe, sir, that if some consideration be_given 
to my suggestions, the universities scheme would not 
only attract useful people into the profession but 
would broaden the outlook of those who have already 
shown their keenness by signing articles and beginning 
‘the hard way’. 


Sheffield. 


Yours faithfully, 
R. C. PRESTON, B.COM., A.C.A. 


On Being Audited 


Sir, — May I write in support of Mr Arrigo’s letter of 
April roth, dealing with the reprint of Mr E. H. 
Davison’s lecture ‘On being audited’. 

I am afraid I still get the impression, even wit 
Mr Davison’s note stressing the word ‘adequate’ 1 
connection with audit working papers, that he 1 
still in favour of providing a bare minimum. I woul 
with respect suggest to Mr Davison that the books 
a company can never supply the full informatio 
that is obtainable from a good set of working papers 
for the simple reason that they are not designed EC 
SO 







Surely.the ultimate proof as to whether or not any 
system of audit working papers is adequate, is 
whether the auditor and particularly the partner in 
charge of the audit feels competely confident that he 
could rebut any charge of negligence in a witness-box 
and successfully withstand a heavy onslaught by 
Counsel. It must frequently happen, I feel sure, that 
the only evidence that an auditor has that the audit 
has been meticulously carried out are the working 
papers produced as a result of doing that work. 

There is one firm in particular I know whose 
working papers and methods are so complete that it is 
true to say that if the manager and senior clerks in 
charge were all one morning run over by the pro- 
verbial omnibus, providing they were not ao 
carrying the audit file, a completely new set‘ of 
auditors could carry on with that same job the 
following morning to the complete satisfaction of all 
concerned. ` 


Lampley Stoke, 
Nr. Bath. 


Yours faithfully, 
L. H. TRIMBY. 
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Stock Turnover: Builders’ Merchant 
Business 


f ~ 


~ We should be interested to have the experience 
of r readers regarding the stock turnover ratio 
in the case of a builders’ merchant business, i.e. cost 
of annual sales (other than direct sales) divided by 
value of closing stock. 
Yours faithfully, 
AMICUS CURIAE. 


Unification of the Profession: A Common 
Examination? 


Sir, — ‘M. 8. C.’s’ suggestion (May 8th issue) merits 
careful consideration. Whilst it would not be possible, 
if desirable, to standardize the whole of the examina- 
es I have long thought that an obvious next step 

s- co-ordination is the replacement of. the 
present ‘Intermediate’ examinations by a ‘Primary 
examination’ common to all the bodies acting as hosts 
at the Sixth International Congress. 


` 
BaS 


f e 





Sale of Goods: Stamping 


The case of Routledge v. McKay; Nugent (Third 
Party): Ashgrove (Fourth Party); Mawson (Fifth 
Party) (Solicitors’ Fournal, April roth, 1954) con- 
cerned the sale of a reconditioned motor-cycle, the 
facts of which are not important in the present con- 
nection, except that a memorandum of an agreement, 
admitted in evidence by the Liverpool County 
Court judge, was not stamped as required by Section 
14 of the Stamp Act, 1891, before it could be admitted. 
Evershed, M.R., in the Court of Appeal, stated that 
the fact that an unstamped document had been 
received in evidence without question in a lower 

ourt was no decision that it did not require stamping. 
it was the duty of the Court of Appeal to take notice 
of the omission. 


laim against Sureties under Administration 
Bond 


n Harvell v. Foster and Another (Solicitors Journal, 
pril 3rd, 1954), Lord Goddard, C.J., was called 
pon to decide the claim of a beneficiary, under the 
t of her father, against sureties for her husband 
whom she had appointed administrator and guardian 
uring her minority. The defendants’ solicitors, 
roved the will, paid the funeral and testamentary 
expenses, deducted their costs and paid the balance 
to the husband, who failed to account to the plaintiff. 
Claimed as assignee under the administration 
ond. 
; Lord Goddard held that she failed. The admini- 
stration had come to an end and the husband held 
the residue of the estate as trustee for his wife. The 
defendants who were sureties for the husband, not 
in that capacity but in respect of the administration, 
were, therefore, not liable. 
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Adequate material could be found on accounting, 
tax, auditing, costing, mercantile law, economics and 
commercial and financial knowledge without once 
bringing in the technicalities-of companies, public 
authorities, labour laws, etc. It seems that a syllabus 
on such lines has been adopted by the Australian 


Socie 


The individual bodies would have to Ree 
their views as to the functions of the first examination 
in professional subjects, but would it not be worth it 
in the interests of the profession as a whole? 

Apart altogether from the question of co-ordination, 
I suggest that an early concentration on fundamentals 
unbedevilled by the niceties of law and practice is in 
fact sounder in principle than the present system 


` which, for example, delays even elementary economics 


until the Final. 
I hope the powers-that-be will not lightly ignore 
the idea. 
Yours faithfully, 
E. 


Liverpool, 12. R. KERMODE. 


CURRENT LAW 


Bankruptcy: Public Examination 


The public examination of one von Dembinska, a 
debtor against whorn a receiving order had been 
made, was adjourned, with liberty to restore. The 
debtor made no application to restore and thus an 
adjudication order was made on the application of 
the Official Receiver. The -debtor claimed that the 
adjournment order was ultra vires the Court, as there 
was no power under Section 15 (3) of the Bank- 
ruptcy Act, 1914, to adjourn generally, that the 
provisions of Rule 192 of the Bankruptcy Rules, 
1952, had not been complied with. 

The Court of Appeal held that the power to 
adjourn ‘from time to time’ was not confined to 
adjourning from one specific date to another. The 
actual order was not an adjournment sine die and 
was validly made (Re von Dembinksa; ex parte the 
Debtor (Law Times, April 30th, 1954)). 


t 
Aen 


Limitation of Actions 


The Accountant for February 6th, 1954, dealt with 
the decision of Pearson, J., in Phillips-Higgins v. 
Harper in which the plaintiff claimed in respect of 
"remuneration allegedly due to her in her employ- 
ment by the defendant in respect of the years 1938~50. 
Pearson, J., found that the plaintiff’s action was for 
an account to ascertain a sum due, and not an action 
for relief from the consequences of a mistake within 
Section 26 (c) of the Limitation Act, 1939, and thus 
that Section 2 (2) applied to bar any account for 
1945~46. 

The Court of Appeal demised the defendant’ s 
appeal from the decision on the façts as found in 
favour of the plaintiff (Solicitors’ Journal, April gaer 


1954). 
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IN PARLIAMENT 


Taxation Revenue Yield 


. Mr H. A. Price asked the Chancellor of the Ex- 


chequer what the yield to the Treasury would be 
during the current financial year from all sources, at 
the taxation level ruling during the financial year 
1050—51. 

The Chancellor of the Exchequer (MR R. A. 
BuTLER: The yield of Inland Revenue duties in 1954- 
55 at 1950-51 rates of tax would be about £2,565 
million, compared with the Budget estimate of 
£2,385 million. The corresponding figures for 
Customs and Excise revenue would be approximately 
£1,715 million and (rare million respectively. 

Hansard, May 18th, 1954. Oral Answers. Col. 1903. 


Income Tax: Kenya 


Sir R. ACLAND asked the Secretary of State for the 
Colonies to publish a statement showing the income 
tax paid in Kenya by unmarried men, by married 
men with no children, and by married men with one, 
two and three children, respectively when their 
incomes are £500, £1,000, £2,000, £5,000 and 
£10,000, respectively, the incomes being taken as 
earned incomes in all cases. 
Mr Hopxrinson: Following is the information: 





£2,000 | £5,000 | £10,000 














£os £ sS £ 8 £ os 

Single .. | 28 2 | 1x2 ra | 340 o 4,849 7 
Married, no children œ | II § 58 18 | 252 10 |} 4,76% 17 
Married, one child We z2 51 44 1 | 222 16 4,731 17 
Married, two children .. — 37 6 | 203 It 4736 17 
3x ol 194 I5 4,70X 17 


Married, three children .. — 


In accordance with the new taxation proposals 
introduced by the Minister for Finance in April, an 
additional surcharge of 75 cents on each {£1 of charge- 
able income over {800 will be paid on all incomes for 
1953 and subsequent years. Those with total incomes 
of more than {£9,000 will pay the surcharge at the 
appropriate rate for that figure. In addition there isa 
personal tax at £3 per annum which is now to be 
doubled, and a new rate of tax at {10 is to be intro- 
duced on incomes exceeding {200 per annum. 


_ Hansard, May. 19th, 1954. Written Answers, Col. 126. 


Tax Offices: Overtime 


Mr HoucutTon asked the Chancellor of the Ex- 
chequer what instructions have been issued by the 
Board of Inland Revenue regarding the working of 
overtime in local inspectors’ offices during the 
summer; why no consultation took place with the 
staff side before these instructions went out; what is 
the estimated extent and cost of the overtime to be 
worked between now and September; what makes it 
necessary; and whether he will ensure that officers 
who are taking the Inland Revenue Staff Federation’s 
Taxation Course at their own expense and in their own 
time, are exempted from this interruption of their 


studies for the diploma examination in own 
and that other personal reasons for desiring relief 
from overtime are respected. 


Mr BoYD-CARPENTER: Supervising officers have 
been told that overtime may be authorized as 
necessary to deal with additional work this year o 
repaying post-war credits and are now making 
arrangements with tax offices. Provisionally, over- 
time between now and September is estimated a 
an average of thirty-five hours for each tax officer ii 
every tax officer had to do it. So far as possible. 
however, ovértime will be voluntary. The estimatec 
cost is between £80,000 and £100,000. 

The staff side has been kept informed of the nege 
for extra duty. Consultation about detailed arrange, 
ments for overtime working will take place locally ir 
accordance with the usual practice, and account wil 
be taken as far as possible of the personal circum; 
stances of individual officers. 

Hansard, May 2oth, 1954. Written Answers. Col. 
136. 


Entertainments and Betting Duties: Receipts 


Mr Nasarro asked the Chancellor of the Exchequei 
whether he will state the individual yield anticipatec 
during 1954-55 on each and every form of activity 
upon which entertainments duty is levied, including 
each class of sport, Highland games, cinemas, theatres 
and otherwise; and the aggregate of estimated yield 
to the Revenue from all entertainments duty foi 


1954755- 
Mr BoYD-CARPENTER: The following are the nn 


Scale of Estimated 
Enter- Type of revenue 
tainments Entertainment in 1954296 

Duty (£ million 
First Theatres and music-halls, ete. MEI 
(lowest) e". 
Second Football (RE | 
Horse-racing 0°94 
Dog-racing GAS 
Boxing o'I 
Speedway G'O4S 
Other sports, racing, ete. 1 0°39 
Total sports 3°4'75 
Third .. Cinema 34°5 
All scales All entertainments 


40°5 


1 Includes revenue from Highland games which ¥ i 
estimated at about £6,000 in 1954-55. 


Mr Nasarro asked the Chancellor of the Excheque: 
(1) how much he estimates he will collect from 
football pools betting duty during 1954-55 at the 
current rate of 30 per cent.; and by how much such 
duty would require to be increased to yield a sur 


—_ 
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commensurate with the loss of revenue entailed by 
cancellation of all entertainments duty in the financial 
year 1954-55; (2) what consideration he has given, 
with what result, to abolition of entertainments 
duty and recovery of revenue lost by a commensurate 
increase in the football pools betting duty. 

Mr BOYD-CARPENTER: I estimate that receipts from 
_the 30 per cent duty on football pool betting will 
“amount to about £22 million in the financial year 
1954-55. I do not consider that it would be possible 
to obtain sufficient additional revenue from an in- 
_ crease in this duty to offset the cost of repealing the 
entertainment duty, which is expected to yield 
£40% million in 1954-55. 

Hansard, May zoth, 1954. Written Answers. Col. 

134- 
Se Tobacco Tokens 
Mr R. Rosrnson asked the Chancellor of the Ex- 
- chequer what would be the estimated cost of extend- 
ing the tobacco duty relief scheme to all persons over 
70 years of age whether or not they are pensioners. 


THE ACCOUNTANT 


` 625 


Mr Boyp-CarpenTer: The cost of the investment 
allowance in future years will depend on the actual 
level of investment, the way in which it is distributed 
between assets of different kinds and on the level of 
taxation then ruling. In these circumstances it might 
be misleading to attempt to forecast the cost year by 
year for any lengthy period. I may‘say, however, 
that at the present level and pattern of investment 
and rates of tax I expect the additional cost, as 
compared with that of the present initial allowances, 


to rise to about £30 million in 1959—60. 


Mr Boyp-Carpenter: The extra cost of extending - 


the tobacco duty relief to all habitual smokers over 
70 years of age would be about £2 million a year. 

Hansard, May 20th, 1954. Written Answers. Col. 
134. 

Wages and Dividends 
Mr Ossorne asked the Chancellor of the-Exchequer 
' what were the percentage increases in wages and divi- 
dends, respectively, for each year, separately, since the 
policy of wage and dividend restraint was established 
by Sir Stafford Cripps. | 
Mr Maun tine: The following is the reply: 


~N Gross Dividends Wages 
Expressed Expressed 
Year as a as a 
g £m. percentage pércentage 
of the 1948 of the 1948 
figure figure 
1948 | 523 100 100 
1949 | 496 95 105 
1950| 492 95 III 
1951| 557 106 123 
1952| 576 IIO 131 
1953 | 609 116 139 





(a) The figures for dividends comprise those declared on 
ordinary and preference shares of companies operating in 


Hansard, May 2oth, 1954. Written Answers. Col. 

137. 
P.A.Y.E. . 

Sir W. DARLING asked the Financial Secretary to 
the Treasury what amount has been recovered in the 
last financial year from employers who, by neglect 
or other reason, have failed to deduct Pay As You 
Earn from employees. 

Mr BOYD-CARPENTER: I regret that this information 
is not available. 

Hansard, May 2oth, 1954. Written Answers. Col. 
137. 
Tax Allowances: Expenses 
Sir W. DARLING asked the Financial Secretary to the 
Treasury on what principle expenses on music books 
are allowed to musicians while other professional 
books are not allowed as an expense to other pro- 
fessional men. l 

Mr BOYD-CARPENTER: The question what expenses 
are allowable for tax purposes depends on the facts 
of the case. If my hon. friend has in mind any cases 
of difficulty- and will send me particulars, I will look 


_ into them. 


Sir W. DARLING asked the Financial Secretary to 


': the Treasury why, when a disputed salary is secured 
3. by legal action, it is taxable under his regulations, 


~ whereas the legal costs incurred, which made the 


a} 


the United Kingdom and in the main appear in National . 


Income and Expenditure 1946-1952 (H.M.S.O. August 
~ 1953) on page 37. The figure for 1953 is a provisional 
- estimate. 
(b) The figures for wages have mostly been published in 
- Preliminary Estimates of National Income and Expenditure 
Cmd. 9118). The figure for 1953 is a provisional estimate. 
> Hansard, May 2oth, 1954. Written Answers. Col. 
I 36. 


Investment Awen 


Mr GRMOND asked the Chancellor of the Exchequer 
the estimated extra cost of the investment allowance 
year by year. 


salary available for tax, are not allowed as an expense. 

Mr BOYD-CARPENTER:; A taxpayer assessable under 
Schedule E is entitled to deduct only those expenses 
which he is obliged to incur wholly, exclusively and 
necessarily in the performance of his duties. Legal 
costs incurred in the recovery of salary are not 
within this rule, 

Hansard, May 20th, 1954. Written Answers. Col. 
137. 


Undistributed Profits: Tax 


- Mr Grimonp asked the Chancellor of the Exchequer 


what the cost would be for the current year of 
remitting the tax on the undistributed profits of 
companies. 

Mr R. A. Duren I assume the hon. Member has 
in mind the profits tax charged at 24 per cent on 
undistributed profits. The cost of removing . this 


‘charge would be about £40 million. 


Hansard, May 20th, 1954. Written ‘Answers. Col. 
Sp 


626 


THE ACCOUNTANT 


May 29th, 1954 


NOTES AND NOTICES 


Personal 


Mr R. BROMLEY, F.s.A.A., and Mr S. BAINES, A.C.A., 
announce that they commenced practice on April 
rst, 1954, under the style of BRoMLry, Barings & Co, 
at 28 Waterloo Road, Wolverhampton. 


Messrs Barnes, DuNN & BouGHToNn, Chartered 
Accountants, of Balfour House, Finsbury Pavement, 
EC2, announce that they have entered into an 
arrangement with Messrs Burcess & Co, of 41 Ledra 
Street, Nicosia, Cyprus, who will act as their agents 
in Cyprus and the Lebanon, while they will act as 
agents for’ Messrs Burcess & Co in the United 
Kingdom. 

‘Messrs LORD, Foster & Co, Chartered Account- 
ants, of Rex House, 38 King William Street, London, 
EC4, announce with regret the death on Saturday, 
May.22nd, of Mr Frank THOROLD BARNES, F.C.A., 
the senior partner of the firm. 


Messrs ROLAND Dawes & Co, Chartered Account- 
ants, of Neville House, Waterloo Street, Birmingham, 
2, announce that Mr GEORGE VICTOR PERKINS, A.C.A., 
A.C.W.A., who has been with the firm for several years, 
has been admitted a partner. The practice will 
continue to be carried on under the same name as 
heretofore. 


Messrs BRADFIELD, CHAPMAN & Co, Chartered 
Accountants, of Nottingham, announce that, as from 
May ist, 1954, they have admitted into partnership 
Mr Gorpon D Mars, A.C.A., who has been asso- 
ciated with the firm for the past eight years. The style 
of the firm is unchanged. 


Professional Notes 


Lord Latham, J.P., F.A.c.c.A., has been appointed 
chairman of Baxters Leather Company and its 
subsidiary companies. 

Mr C. W. Tyrell, F.c.a., advisory group accountant 
of Booker Brothers, McConnell & Co, has been 
appointed a director of the company. 


Mr Geoffrey Barlow, A.C.A., who has been secretary 
_ of Abel Heywood & Son Ltd, of Manchester, since 
1946, has been appointed a director of the company. 


The Institute of Chartered Accountants 
in Ireland 


SPECIAL COUNCIL MEETING 

At a special meeting of the Council held on Wednes- 
day, May rgth, 1954, in Dublin, at which there were 
present Messrs P. Butler (President), F. Cleland 
(Vice-President), W. H. Fitzsimons, P. J. Purtill and 
D. McC. Watson, with the Secretary, Mr Wm. E. 
Crawford in attendance, Mr P. J. Purtill, LL.B., F.c.a., 

was nominated by the Institute for the forthcoming 
Ge Election, on the Industrial and Commercial 
Pane 


Income Tax: P.A.Y.E, 


As no income tax changes affecting Pay As You Earn 
were announced in the Budget, new tax tables will not 
be issued. The tax tables to be used’ for weeks 
to to 52 (and months 1 to-12 for employees paid 
monthly) are those headed “Income tax year 1953-54: 
already supplied for 1953-54. 


National Insurance: Exchange of 
Grey Cards 


Grey National Insurance cards expire on June 6th. The 
Ministry of Pensions and National Insurance reminds 
employers and insured persons holding these cards that 
they should be exchanged for the new mauve ones at_a 
local pensions and national insurance office as early as 
possible between June 8th and 12th. Each card should ` 
bear the full up-to-date address of the contributor. 


The Chartered Accountants’ Benevolent 
Association 


SAD CIRCUMSTANCES OF APPLICANTS 


Typical of the distressed circumstances of many 
applicants who apply for assistance from the Char- 
tered Accountants’ Benevolent Association are those 
of Mrs X. which were considered by the Executive 
Committee at its quarterly meeting on May 12th, 
1954. 

Mrs X.’s husband, a chartered accountant in his 
forties, employed at a salary of {1,500 per annum, 
died from coronary thrombosis. She received a 
lump-sum payment from her husband’s superannua- 
tion fund, but no pension. This sum and the pro- 
ceeds of a small life policy were used to reduce’a” 
heavy mortgage on her house. She is not eligible to 
receive a widow’s pension. Her mother-in-law, an 
old-age pensioner, lives with her. Her two children 
both under fourteen, are being given generous 
educational assistance by a charitable organization. 
Her health and other responsibilities do not permit 
her to undertake any employment but she has let 
two rooms and her garage. 

A grant of £130 p.a. for one year was made by the 
Association. . 

The committee considered three new applications 
for assistance. In Mrs X.’s case, assistance was given; 
one application was refused in view of the capital 
and income possessed by the applicant, and the third 
application was deferred for six months as the financial 
position of the widow concerned could not be suffi- 


ciently clearly assessed so soon after her husband's : 
death. i 


APPLICATIONS FOR FURTHER ASSISTANCE 
Sixteen. applications for further assistance were con- 
sidered: in ten cases the grant was renewed; in four 
cases a slightly smaller grant was given; and in two 
cases donations — but no annual grants ~ were made. 

The honorary secretary reported changes of cir- 
cumstances in eleven other cases. In three of these 
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cases it was reported that beneficiaries in receipt of ` 
assistance for some years were now able to manage 
without further help, one being a widow assisted for 
eighteen years whose two children were now grown 
up. 

The committee approved the President’s action in 
arranging for a widow of eighty-one and her invalid 
daughter to enter one of the homes of Crossways 
Trust. 

A grant from the W.B. Peat Memorial Scholarship 
Fund was made and a donation of fifty guineas from 
an associate of the Institute was reported. 

The committee also considered a number of 
administrative matters including ways by which 
subscription income might be increased in view of the 
deficit arising on the 1953-54 accounts. 

L Mr George R. Freeman, President of the Associa- 
ton, was in the chair and nine members of the 
committee were present. 


The Nottingham Society of Chartered 
Accountants 


“Membership of The Nottingham Society of Chartered 
Accountants again increased in 1953 and at December 
31st numbered 231. The report of the committee, 
presented at the annual-meeting on May 14th, records 
a satisfactory year and it is interesting to note that 
Sir Harold Howitt, G.B.E., D.S.0., M.C., F.C.A., who 
served his articles in Nottingham, has accepted an 
invitation to become an honorary member. 

The Derby Branch of the Society held a number of 
meetings during the year and the total membership 
now numbers 64, consisting of 37 in practice and 27 
not in practice. 


The officers of the Society for the ensuing year are 


-as.follows: - 


President: Mr J. S. F. Hill, Sea 

Vice-President: Mr L. W. Underwood, F.c.a. 

Hon. Secretary and Treasurer: Mr H J. Clarke, ¥.c.a.,, 
‘Russell Chambers, King Street, Nottingham. 


Chartered Accountants’ Lodge No. 3162 


At the installation meeting held at The Piccadilly 
Hotel, Regent Street, London, W1, on May 13th, 
“1954, W. Bro. William Robinson, L.G.R., ie in- 
installed in the chair by V. W. Bro. H. A R. J. 
Wilson, P.G.Treas. P.P.G.W. (Middx.). 

The officers appointed were: V. W. Bro. H. A. R. J. 
Wilson, P.G.Treas., P.P.G.W.(Middx), J.P.M.; Bro. 
F. Clive de Paula, T.D. , S.W., W. Bro. S. T. Milner, 2: 
W. Bro. H. M. Hawthorne, L.G.R., P.M., Treasurer: 
V. W. Bro. Geoffrey Bostock, PG Treas., P.M. Secretary; 
W. Bro. A. Granville White, P.A.G.D.C, L.G.R., 

D.C. W. Bro. M. C. Rhodes, P.P.G.Std., S.D. W. Bro. 
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Rodway Stephens, L.G.R., P.M., ¥.D.; W. Bro. D. Percy 
ones, P.M., CL; W. Bro. A. A. B. Yeatman, P.G.Std., 


P.M., Organist, Bro. R. P. Matthews, I.G.; Bro. B. A. W. 


Fox, Steward; Bro. L. J. Northcott, Steward; W. Bro. R. H. 
Truelove, Tyler, 

Among those present were: W. Bro. Instr. Rear-Admiral 
Sir Arthur Hall, K.B.E., on: P.G.D.; W: Bro. W. W. A. 
Couzens, PGD. W. Bro. H. E. Clark, PGD: W. Bro. 
Major Irving B. Gene, P.G.D.; W. Bro. Eric ” Portlock, 
P.G.D.; W. Bro. 5. Kingsley ‘Tubbs, P.Dep.G.D.C.; 
W. Bro. Wallace Hepburn, P.A.G.D.C., L.G.R.; W. Bro. 
George W. Payne, P.P.G.D.(Middx); W. Bro. F. C. T. 
Lane, P.G.Std.; W. Bro. A. W. Halse, W.M., Semper 
Vigilans Lodge (Chartered Seeretaries); W. Bro. Norman H. 
Stubbs, L.G.R.; W. Bro. Rodway Stephens, L.G.R.; 
W. Bro. W. G. Campbell, L.G.R.; W. Bro. W. R. Burrough. 


‘The Society of Incorporated Accountants 
and Auditors 


DINNER AT INCORPORATED ACCOUNTANTS’ HALL ` 
The President, Mr C. Percy Barrowcliff, F.s.a.a., and 
the members of the Council of The Society of Incor- 
porated Accountants and Auditors, gave a dinner on 
Tuesday at Incorporated Accountants’ Hall. ‘The 
following were present: 


Sir Frederick Alban, c.B.E., Messrs A. Stuart Allen, 
C. J. B. Andrews, F. V. Arnold, Edward no R. Wynne 
Bankes, C.3.£., R. Wilson Bartlett, Dis J. D. Battersby, 
Sir Hugh Beaver. 

Messrs H. F, Bell, Robert Bell, V. A. Bell, C. V. Best, 
The Rt. Hon. Lord Justice Birkett, Professor F. Sewell 
Bray, Mr Andrew Brodie, The Rt. Hon. Sir Norman Brook, 
G.c.B., Mr I. A. F. Craig, 0.8.8. 

Messrs ‘Tudor Davies, Frank Dean, E. Downward, 
Mrs J. J. Duncalf, Messrs Derek du Pré, F. L. Edwards, 
W. F. Edwards, E. Cassleton Elliott, CG A. Evan-Jones, 
M.B.E., F. M. Forster, C. M. Foxon, A. A. Garrett, M.B.E., 
W. Macfarlane Gray, H. K. Greaves, M. Green, R. A. 
Hamilton, Alex. Hannah, J. S. Heaton, Sir Wyndham 
Hirst, €.B.E., Mr S. G. T. Holmes. 

Sir Harold Howitt, Gong, D.S.O., M.C., Messrs J. L. 
Hughes, Percy F. Hughes, J. A. Jackson, L. A. Jarvis, 
Hugh O. Johnson, H. F. Leach, A. G. Lee, p.s.0., J. S. 
Lewis, M. A Liddell, Leo. T. Little, C. Yates Lioyd, 
John Love, Mrs B. Bramwell McCombe, Mr D. McMichael, 

The Rt. Hon. H. A. Marquand, M.P., Messrs W. H. 
Marsden, Festus Moffat, opp. W. E. Moore. 

Messrs R. J. Neely, Bertram N elson, T. H. Nicholson, 
O.B.E., W. Charles Norton, M.B.E., M.C., P. D: Pascho, 
C. U. Peat, MC, J.S S. A. Peffers, P. F. Pierce, F. G. F. 
Platten, H. W. Pople, J. W. Richardson, C. R. Riddington, 
Miss P. E. M. Ridgway, Messrs W. G. A. Russell, H, Basil 
Sheasby, M.B.E., P. W. Skinner, F. C. Smailes. 

Messrs A. G. Smart, T. W. South, J: E. Spoors, K. R. 
Iras Ronald Staples, B. C. Stead, P. G. Stembridge, 
J. R. N. Stone, CBE, R. H. Taylor, Percy Toothill, 
J. Millard Tucker, Q.C. i. Turner, E. Webb, C. Wheatley, 
Sir Bruce Wycherley, Sir Richard Yeabsley, C.B.E. 


There were no formal speeches. The toast of 
“The Guests’ was proposed by the President, and 
the Rt. Hon. Lord Justice Birkett replied. 


JOHN FOORD & COMPANY 


56 VICTORIA STREET, LONDON, SWI 


Telephone: Victoria 2002 (3 lines) 


VALUERS AND ASSESSORS 


OF WORKS, FACTORIES, PLANT & MACHINERY, Etc. 
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The Accountants’ Christian Fellowship 


A prayer meeting, arranged by The Accountants’ 
Christian Fellowship, will be held at St Mary 
Woolnoth, London, EC4, at 6.15 p.m. next Tuesday. 
It will be led by Mr D. L. Combridge, A.C.A. 


SEVENTY-FIVE YEARS AGO 
From The Accountant op May 3187, 1879 
Extract from leading article entitled 
THE INCORPORATION OF ACCOUNTANTS 


We stated two or three weeks ago that we had good 
reasons for asserting that the differences which had 
arisen between the various Societies of Accountants 
throughout the country in regard to the Incorporated 
Institute Bill had been practically settled, and that 
therefore Parliament would be asked to sanction a 
scheme the principles and details of which had been 
virtually agreed to as a whole by the leading ac- 
countants of the kingdom. Nor is there any reason 
why this statement should not now be accepted as 
conveying a reasonably accurate representation of the 
present position of matters in regard to the Bill before 
Parliament, although an announcement which has 
recently appeared in the advertising columns of the 
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Times would seem to indicate that certain accountants 
are not prepared to acquiesce in the decision of the 
bulk of the profession, but are disposed to seek what 7 

in spite of this apparent divergence — is evidently 
common object, by a different and independent road. 
We have said that this is a seeming indication, because 
there is such an absolute identity of purpose between 
the originators of this notice (whose names or titles are 
not indicated in the announcement referred to) and the 
supporters of the Bill, that it is difficult to imagine that 
the difference can be very significant. This, however, 
makes any such action the more to be regretted. It 
was only to be expected from the nature of things that 

a proposal emanating from one body to effect a virtual 
amalgamation and consolidation of several similar 
bodies would give rise primarily to a certain amount of 
opposition, and would encounter obstacles resulting g) | 
from varied constitution and other causes; but when 
these difficulties have been smoothed over by conces- ` 
sions, and for all practical purposes an agreement has 
been arrived at, it is certainly a somewhat reprehens- 
ible frittering away of opportunities on the part of. 
certain accountants to set on foot any such counter- ` 
proposal as that to obtain a license from the Board 
of Trade... 


LONDON STUDENTS’ COLUMN 


Committee Appointments 


At the first meeting of the committee following the 
annual general meeting on April 30th, Mr J. H. Pascoe 
was elected Chairman for the ensuing year in succession 
to Mr G. F. Bacon. Mr A. R. Whyte was elected Vice- 
Chairman. 


Results of the Annual General Meeting 


The committee considered at some length the various 
- proposals and comments made at the annual general 
meeting. As a result of its discussion the committee 
decided that it would be advantageous to be able to 
inform all firms with articled clerks of the facilities, 
lecture programmes and other meetings of the Society. 
In the past it has not been possible to circularize all 
such firms, but arrangements have now been made to 
do this. It was felt that principals would appreciate 
being kept in touch with the activities of the Students’ 
Society. The London Students’ Society loses the 
personal contact which exists in the smaller societies 
elsewhere, but its policy is to make up its loss by any 
- other possible means. 


Publication of Committee Activities 
There were certain proposals at the annual general 
meeting that the committee’s activities should be made 
more generally known. It is, of course, the intention 


ve 


of this column to make known decisions and plans of . 
the committee apart from the announcement of future 
events and the column is published at the end of every 
month to report the result of that month’s committee 
meeting. The Editor of The Accountant has kindly 
consented to allow this column to be displayed each 
month in the Society’s Library at 111 Moorgate. 

a 
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Autumn Programme i 


There are available a number of specialized films of 
practical value to accountancy students. It is hoped that 
towards the end of the autumn programme of lectures; 
it will be possible to show to members a few of these 
films. 

Subcommittees 


It has been found a convenient system of carrying out 
some of the work of the committee to appoint sub- 


‘éommittees which are responsible to the committee 


for the detailed planning of activities. 

The following subcommittees have been formed 
and members of the committee were appointed to 
them — programmes, debates, mock meetings, dances, 
annual dinner, sports, and residential course. Later 
in the year a subcommittee is to be appointed to be 


responsible for the drafting of the annual report. 


It is hoped to publish the next ‘London Students’ 
Column’ in The Accountant dated June 26th. 
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-THE SOCIETY’S YEAR 


HE extracts from the 1953 report of the Council of The 

Society of Incorporated Accountants and Auditors which we 

reproduced two weeks ago afforded ample evidence of the 
continued progress of that body. ‘The number of members has risen 
from 9,518 to 9,978. During the year, 575 articles were registered 
and 1,005 bye-law candidates were enrolled. These numbers are 
markedly greater than the corresponding influx for either of the 
two preceding years. The finances of the Society continue to be 
satisfactory. There was an excess of income over expenditure of 
£2,701 which increased the balance of the accumulated fund to 
£105,309. 

The cultural attainments of the Society during 1953 have been 
in keeping with these healthy and encouraging statistics. Professor 
F. SEWELL BRAY, F.C.A., F.S.A.A., has had a distinguished first year 
of office as occupant of the new STAMP-ManrTIN Chair of Account- 
ing. Intimation has been made of the forthcoming inception of a 
scholarship scheme to enable selected present or future members 
of the Society to undertake, or continue, a course of university 
study. To the appropriate Government committees, the Council 
has submitted, in the course of the year, memoranda of evidence 
on such diverse subjects as no par value shares, estate duty anoma- 
lies and the censuses of production and distribution. It has also 
issued, for the guidance of members, a statement of its views 
on the sorely debated subject of fluctuating price levels 
in relation to financial accounts. The educational and research 
activities of the Society should be considerably facilitated in due 
course by the munificent gift by Colonel S. A. MEDCALF, 0.B.E., T.D., 
D.L., of Capel House, Enfield, together with a substantial endow- 
ment fund towards the upkeep and maintenance of the property. 

In his Presidential address — reproduced elsewhere in this 
issue — to the members at the sixty-ninth annual general meeting 
of the Society on Wednesday of last week, Mr C. Percy 
BARROWCLIFF, F.S.A.A., makes reference to some of the Society’s 
many activities. With regard to no par value shares, he expresses 
the hope that the significance of undistributed profits in the 
capital structure may be better appreciated in the future. Because 
these have become, in most instances, an essential part of an 
undertaking’s resources for earnings purposes, it is wrong to regard 
their ultimate capitalization as a ‘bonus’, a term which implies 
something for nothing. In these days of strong industrial under- 
currents, it is important that a capital adjustment which simply 
expresses more realistically the extent of the shareholder’s 
interest in a company: should be correctly named. Mr BARROWCLIFF 
suggests ‘scrip issue’ although the term ‘capitalization issue’ now 
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used by. the Stock Exchange seems to define 
more exactly the nature of the transaction. 

- Throughout his speech, the PRESIDENT empha- 
sizes the necessity for the wise conservation of 
those capital resources. He pictures the profits 
sharing scheme- a feature of our present 
industrial economy where ownership has become 
divorced from management — as a possible drain 
unless. first consideration is given to ploughing 
back sufficient profits to ensure continuity and 
expansion. He répeats the Council’s view 
that in-the appropriate circumstances, provision 
for the replacement of fixed assets should be on 
the current and not on the historical cost basis. 
He deplores the heavy incidence of estate duty 
not only for the hardship it may impose on the 
family business but also for the unsoundness of 
the practice of using up capital resources to pay 
for current national expenditure. 


Finally, Mr BaRROWCLIFF makes an uncom- 
promising attack on the country’s taxation policy 
which is so geared as to make the provident habit 
of personal capital formation and accumulation 
virtually impossible. In his address last year, 
the PRESIDENT mentioned the fact that the 
estimated national expenditure for the year then 
current was {£4,200 million. The corresponding 
figure for this year is {£4,522 million which, 
together with the sums due to be spent by local 
authorities under Governmental direction, repre- 
sents about two-fifths of the total national in- 
come. The logic of the remedy proposed by 
Mr BARROWCLIFF is inescapable but it is so 
consistently ignored that it is only by repeating 
it at every opportunity and from every authorita- 
tive quarter that it may eventually penetrate the 
minds of those responsible for the country’s 
_ financial policy. The first essential is that Govern- 
ment expenditure must be drastically curtailed. 
The second, which follows from the first, is that 
direct taxation must be reduced so that marginal 
saving and investment may be increased. 

The proceedings of the annual general meetings 
of learned societies tend to be rather formal in 
character and generally call for little or no com- 
ment. An important point of principle was 
ventilated, however, at the Society’s meeting this 
year when the election of members of the Council 
came up for consideration and, in view of the 
interest the matter has aroused, we include on 
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another page a lengthy report of the stimulating 
and even-tempered debate which ensued. The 
point at issue was the basis on which oe 
for vacancies on the Council should be ‘ptt 
forward. The Society’s Articles of Association 
permit the Council to nominate a candidate and, 
also, any six members may make a similar 
nomination, In this particular instance, six 
members of the Manchester District Society 
nominated a member of that society to fill a 
vacancy caused by the resignation from the 
Council of a member who was also a member 
of the Manchester Society. The Council also put 
forward a candidate (who was not a member of 
the Manchester Society) on the grounds GE 
had never been accepted that each or any district 
society had an automatic or exclusive right to 
representation on the Council and that vacancies. 
should be filled by the best men available irres¥ 
pective of their geographical location or local 
allegiance. The Manchester Society’s main con- 
tentions were that, by custom and tradition, 
district societies had a continuing interest in 
nominating successors to seats on the Council 
vacated by their members and, also, that by 
putting forward an opposition candidate, the 
Council was attempting to obtain a power of 
veto which was not in the best interests of the 
Society. | 


The issue, although purely domestic, is mm 
portant and the result of the poll which has been 
demanded following the election on a show of 
hands of the Council’s nominee, should do moie 
than elevate to the Council one of the two worthy 
candidates. It should establish a principle which,’ 
until it is finally settled by the free vote of the 
members, must remain an irritant and an obstacle 
to the Society’s united progress. 


We also give in this issue a record of the pro- 
ceedings of the extraordinary general meeting 
held on Wednesday of last week, the principal 
outcome of which was that the Society’s change 
of name has now formally been adopted. There 
will be no alteration in the designatory initials 
which members are entitled to put after thej 
names. We feel certain that the high reputation 


_in the profession which The Society of Incorpor- 


ated Accountants and Auditors attained will be 
maintained and even enhanced by The Society 
of Incorporated Accountants. 
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THE FINANCE BILL-VII 
- INVESTMENT ALLOWANCES (Continued) 


Schedule IT, Paragraph 2: Subsequent 
Initial Allowance on Plant and Machinery 


| AST week we mentioned the provisions 
= directed to preventing .abuse where asso- 
ciated persons sell the same plant and 
machinery to each other and claim initial allow- 
ance on each transaction. Paragraph 2 contains 
corresponding but more extended provisions 
directed against initial allowance on plant which 
. hasalready yielded an investment allowance. The 


paragraph does not apply where the investment ` 


allowance has already been withheld or withdrawn 
under the provisions of paragraph 1, which have 
already been discussed. 

Paragraph 2 provides in effect that where: 

_ (i) an investment allowance is made or falls to 
be made in respect of expenditure on 
machinery or plant; and 

(ii) the machinery or plant is sold by the person 
incurring the expenditure or by an associate 
| of his, 
then if any one of the three following conditions 
applies, the buyer shall not be entitled to initial 
allowances unless the investment allowance is 
‘withheld or withdrawn under paragraph 1. 
A The three conditions are as follows: 
(a) The buyer IS an associate of the person 
incurring ‘the expenditure. 
~ (b) (i) It appears with respect to the sale that it 
is one in contemplation of which the 
expenditure was incurred. 

(it) It appears that the sole or main benefit 
which, apart from paragraph 2, might 
have been expected to accrue to the 

. parties or any of them would have been, 
or would have derived from, the allow- 
ances (whether investment or initial) 


obtained or to be obtained in respect 


_of the machinery or plant sold or any 
machinery or plant by which it is or is 
D to be replaced. 


4 
‘Sale’ Condition Precedent 


The first thing to observe is that the restric- 
tion on initial allowance applies only where the 
plant je sold, The meaning of ‘sale’ has already 
been discussed in Article VI. Normally, of course, 
the person claiming the initial allowance will have 


bought the plant, but the allowance is not con- 
fined to such cases. It is granted where the tax- 
payer ‘incurs capital expenditure on the provision 


of machinery or plant’ so that it extends beyond 


mere purchase. Accordingly, if the person 
acquiring the plant can do so by some transaction 
other than a sale, he can obtain his initial allow- 
ance in spite of paragraph 2. 

Paragraph 2 does not apply unless the ‘sale’ 
is by the person incurring the expenditure or 
an associate of his. The meaning of ‘associate’ is 
indicated in paragraph 5 (1) (c) which will be 
discussed later. 

Three Alternative Conditions 
The three other conditions for the application 
of paragraph 2 are, of course, alternative; the 
Revenue need only show that one of them is 
present. Condition (a) (purchase by an associate 
of the person incurring the expenditure) is a 
little curious in that it has not been made to 
extend to the case where the buyer is himself 
the person who incurred the expenditure. Thus 
it would seem that X. can incur the expenditure 
and obtain investment allowance, then sell the 
plant to his associate Y., who, of course, receives 


oo initial allowances After an interval Y. sells it 


back to X. in circumstances which do not involve 
withdrawal of the investment allowance. It would 
seem that such a case is not hit by condition (a), 
although it might well be easy for the Inland. 
Revenue to show that (b) (1) or (b) (ii) applied. 
Comment on conditions (b) (i) and (8) (ii) is 
perhaps superfluous. Expenditure ‘in contempla- _ 
tion of’ a subsequent sale is also the target of 
paragraph 1 (2) (d) which was discussed in 


Article VI. The ‘main benefit’ test imposed by 


condition (b) (ii) will be extremely difficult to 
apply satisfactorily. One particularly obnoxious 
feature is that the Inland Revenue need only 
prove that the main benefit to one of the parties 
would be in the form of tax reliefs. Needless to 
say, the sale may be completely at arm’s length 
between entire strangers. It follows that nobody 
will be safe in buying second-hand machinery 
in the future, unless he is resigned to forfeiting 
initial allowance upon it. This can hardly be 
conducive to industrial and commercial progress. 
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{t may well be that these provisions will only 
be applied, in practice, in the most flagrant cases, 
but it seems quite wrong to leave the final arbitra- 
ment to the Inland Revenue, with a carte blanche 
as to whether the provisions are to be applied 
in their full rigour or not. 


What is an Associate ? 
The provisions for withholding or withdrawing 
investment allowance depend, except in the case 
of road vehicles, on some act being done by the 
person who incurred the expenditure or by ‘an 
associate of his’. These acts consist of: 
Selling the property representing the expendi- 
ture; 
A change of residence (normally from the 
United Kingdom to some other territory); 
An appropriation of the property to a different 
purpose. ` 
The provisions for withholding initial allow- 
ance from a purchaser of plant and machinery in 
respect of which investment allowance has been 
given also depend on a sale by the person who 
incurred the expenditure ‘or an associate of his’. 
Some precision is given to the vague expression 
‘associate’, by paragraph s5 (1) (c). 


Acts Done by An Associate 
For the purposes of Part I of the Second 
Schedule (i.e. paragraphs 1 to 5 thereof) an act 
shall be deemed to be done by an associate of the 
person incurring the expenditure: 

“(i) if it is done by a body of persons which is at 
the time of the act under the control of the 
person incurring the expenditure; or 

(ii) if the expenditure was incurred by a body of 
persons which either is at the time of the act 
or was when the expenditure was incurred 
under the control of the person doing the 
act; or 

(iii) if the expenditure was incurred by one body 
of persons and the act is done by another, and 
the one doing the act is at the time under the 
control of the same person as the other either 
is at that time or was when the expenditure 
was incurred; 

or if it is done by a person to whom the property 

was transferred by the person incurring the 

expenditure or an associate of his and it appears 
that the transfer was made in contemplation of 
the act being done.’ 


‘Control’ 


In paragraph 5 (1) (c) ‘body of persons’ includes 
a partnership, and ‘control’ has the meaning 
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assigned to it by the Income Tax Act, 1952, 

Section 333 (1). That section gives two differen 

meanings of ‘control’, one in relation to a body 
corporate and one in relation to a partnership: 
In relation to bodies of persons which are neither 
bodies corporate nor partnerships, ‘control’ re- 
mains undefined. This is unlikely to give rise to 
any practical difficulty as the number of unin- 
corporated bodies other than partnerships which 


- carry on a business must be extremely limited. 


Profits tax legislation incidentally contrives to 
carry on without statutory definition of control. 
A person controls a body corporate if he has 

the power to secure, by means of the holding of, 
shares or the possession of voting power in or i 
relation to that or any other body corporate, or 

by virtue of any powers conferred by the articles 

of association or other document regulating that 

or any other body corporate, that the affairs of 
the first body corporate are conducted in accord- 

ance with his wishes. A person ‘controls’ a part- 

nership if he has the right to more than one-half 
of its assets or its income. 

Experience in relation to profits tax and estate 
duty has shown that a person frequently finds 
himself in control of a body corporate by accident, 
and possibly for only a very short time. It is 
clear that even where control has been obtained 
deliberately, the rigorous application of the rules 
for withdrawing investment allowance or with;- 
holding initial allowance may cause considerable 
hardship. 


Transfer ‘Made in Contemplation’ 


The application of the fourth part of para- 
graph 5 (1) (c), which, unlike the first three parts 
is not dignified by a number, involves a certain 
exercise in mental gymnastics. In the first place 
it uses the expression ‘the property’ without 
indicating what property.is meant. One is left to 
infer that it means the property representing the 
expenditure which gave rise to the investment 
allowance. 

The second peculiar feature is that the word 
‘associate’ is itself used in the definition, with the 
extended meaning that the definition itself givi 
to it. Leaving out words not at present material, 

‘an act shall be deemed to be done by an associate 

if it is done by a person to whom the property is 

transferred by an associate and it appears that the 


transfer was made in contemplation of the act 
being done.’ (To be concluded.) 


a 
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ROYAL COMMISSION’S 
SECOND INTERIM REPORT—VI 


Housekeeper Allowance where no Children 


NYONE with the status of a widow or 
widower can at present claim an allow- 
ance of {60 in respect of a female relative 

. failing a relative, some other female person 
ing in the house to act as housekeeper. Divorce 
itself gives no right to claim (Khman v. 
inkworth ([1933| 12 A.T.C. 119; 17 T.C. 
9) and no allowance is given where the house- 
pêr does not sleep at the employer’s residence 
rown v. Adamson ([1937| 16 A.T.C. go; 
T.C. 186)). This allowance receives severe 
ictures from the Commission which recom- 
nds that it be abolished. 


Mother as Dependent Relative 


other allowance which depends on status is 
: dependent relative allowance in respect of 


> taxpaver’s (or his wife’s) widowed mother. - 
axpay 


yvided he maintains her, and her income is 
ow the maximum, he can claim dependent 
ative allowance without having to prove that 
+ is incapacitated by old age or infirmity from 
intaining herself. The Commission would 
epd this allowance to the case of a mother 
ose husband has deserted her. No mention 
nade of the case where the mother has divorced 
‘husband. Divorce and widowhood are fairly 
tightforward things to prove. In the case of 
ertion, it is often a moot point as to who 
erted whom. In view of the safeguard pro- 
ed by the income limit, there is perhaps a 
1d deal to be said for not distinguishing the 
e of a mother from any other dependent 
ative, but instead to provide for a fairly 
revolent construction as to the requirement of 
age or infirmity. 


Dependent Relatives not actually 
Maintained 
e of the conditions of dependent relative 
wwance is that the taxpayer must ‘maintain’ 
relative. The maximum allowance is {60 and 
ontribution of less than that sum is unlikely 
maintain the relative. There is an extra- 


statutory concession to the effect that where the 
relative does not reside with the claimant, and 
his contribution is less than (po, his actual 
contribution cam be allowed, subject of course to 
the relative’s income. The Commission recom- 
mends that the concession be made statutory. 


Taxpayer’s Own Disability 


Apart from age relief, the Income Tax Acts make 
no allowance for a taxpayer’s own disability, 
except in the special circumstances where he 
maintains a daughter upon whose services he is 
compelled to depend by reason of old age or 
infirmity. ‘The Commission point out that it is 
no more than an accident that there should be a 
daughter available for the purpose, and that it is 
inequitable to confine relief in this way. Moreover, 
the allowance is in any case only £40. 

The disabled person is put to extra expense, 
not least in maintaining his earning capacity, 
and therefore his taxable capacity is correspond- 
ingly less. Accordingly the Commission recom- 
mend an allowance, which they put téntatively 
at £100. It would be granted in the case of 
Lon per cent disablement, as applied by the 
Ministry of Pensions, and to taxpayers of seventy- 
five years of age and over. The existing age relief 
would continue but would not be given where the 
proposed incapacity relief was given. The Com- 
mission also envisage eventual smaller allowance 
for partial disablement, should this prove 
administratively practicable. 


Conclusion 


The Commission conclude their study of the 
personal reliefs with the observation that these 
are no more than elements in the system of 
graduation and that the individual amounts have 
no obvious connection with the actual cost of 
subsistence. As a study of the amounts of the 
various allowances over the past thirty-odd years 
fails to reveal any precise principles, the Com- 
mission do not make any recommendations about 
the amounts of existing allowances. 
(Concluded.) 
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DAYS FROM:MY DIARY 


by A MARTYRED ACCOUNTANT 


Monday, 3rd — Evening visit to G., wealthy client, 
about family settlement. Admitted to large old house 
by large old servitor in shirt-sleeves, white hair awry, 
full of murmured apologies as he shows me to study; 
room also looks bare and -dishevelled. G.’s voice 
greets me from ceiling - G. also in shirt-sleeves, 
precarious on pair of steps. “Very man,’ says he, 
brandishing strips of wallpaper, ‘won’t mind giving 
me hand, will you? Greaves no good at it- gets 
paste in his hair.’ Between us, in under two hours, 
we finish papering room. ‘My new hobby,’ explains 
G. ‘Saves no end, too. For each pound I spend out 
of income I have to earn five, don’t I? So by time 
I’ve re-papered whole house, PI have saved 
hundreds!’ Refer reluctantly to his maintenance 
claim, which saves top-rate tax anyway — adding that 
he cannot include charge for his own labours. His 
face falls. ‘Oh well, let’s deal with your stuff.’ He 
thinks for moment. “By the way, your firm’s charges 
for personal things aren’t allowed for tax, are they?’ 
When it dawns, reply that firm can hardly render bill 
for paper hanging... . 


Tuesday, 11th — Believe in inspecting clients’ factor- 
ies fairly often if possible, especially if new plant in- 
stalled. Opportunity occurs today with N: Ltd, leather 
people. American visitor, very keen, is being taken 
round; am invited to join. "Rewarded by some real old- 
fashioned slapstick. Visitor closely examines nozzles 
of lacquer spray gadget, says ‘and this'll be the 
trigger!’ Power still on, so for one second we watch 
his face gently misting with bright red. He. takes it 
well. ‘Say? he exclaims, ‘right now I’d sure hate to 
have a certain senator around!’ 


Friday, 14th — Argument with partner P. on question 
of E.P.T. refunds in company’s accounts. Maintain 
that though previously put to capital reserve, they 
may, now that 1953 Act has altered their nature, 
be transferred to revenue reserve and/or distri- 
buted. P. says once capital label has been attached, 
item is sacrosanct and must be dealt with as capital 
even if distributed. Some heat engendered. Repre- 
hensibly change subject to his pet opening for 
published profit and loss accounts ~ ‘profit before 
dealing with items shown in this account’ — describing 
this as inane glimpse of obvious. Mounting acrimony 
suddenly dispelled by P.’s remark that here is material 
for diary; we both laugh inordinately and sneak out 
for amicable cup of tea. 


Thursday, 20th — Visiting reception office next to 
senior partner (W.), am assailed nasally in powerful 
but puzzling manner. Learn that, telephonist having 
come on duty with shocking cold, W. has taken 
habitual precautions with favourite monosyllabic 
disinfectant; while, to confuse issue, parcel of fish 

day-books has just arrived from Billingsgate. Enter 
Mrs F., affluent and voluble client, for appointment 


l 
with W. Exchange SE courtesies at Wis 
door. “You know,’ she says, ‘I always like these 
offices of yours. They seem to have an atmosphere. ...’ | 
Monday, 24th — Pay overdue visit. to client Com. 
pany whose work I have been leaving too much to 
efficient senior. Directors still very friendly; con- 
science suggests I take all three out to lunch. Old 
haunt having closed down, ask them for ideas. ' 
‘Believe the Grill is very good,’ says one. So the 
Grill it is, and a large, excellent lunch, too. Am 


staggered, however, by bill, though not visibly, j 











hope. Pay up. Find I have ten minutes for twe 
minute journey to office, grab cab and arrive late fot 
troublesome appointment on back duty case. This 
done, remember and dictate two urgent letters, and 
have long, unimportant telephone call from important 
client. Run for homeward train, stand in corridor. 
Thankfully wend way to own front door. Outside 
same find police car. Interrupt interview between 
wife and detective; learn that window was forced 
while she was shopping. List of missing articles 
repeated for my benefit: among casualties, my only 
respectable pair of flannel trousers. Gnash teeth. Am 
asked for value of articles. (N.B. ~ Nothing illustrates 
more forcefully than this problem the difference 
between historical cost less depreciation and current 
replacement cost.) On departure of police, swallow 
cold meat and pickles, and study insurance policy. 
Retire to bed. 

Ensuing nightmare no doubt product of whitebait 
at lunch, pickles and other recent matters. ..-Am 
seated at resplendent banquet. Become conscious that 
am wearing hat; find it is my old gardening tweed - 
disreputable protection of wide parting against 
‘skeeters’ and drops of rain, insecticide, etc. — anc 
it is firmly stuck. Am also wearing trousers to match 
but these are under table. Sea of faces follows 
admonitory finger pointed in my direction. Neighbou 
indicates my place-card — name precedes letter: 
F.C.A., M.A.D., latter thought to stand for Martyrec 
Accountant Diarist; as member of unrecognizable 
body, am clearly unpopular. Rise, hiding trouser: 
with tablecloth, tug hopelessly at hat, and expres: 
regret that letters should be open to misunderstand. 
ing. Point out that punctuation is superfluous, tha 
letters should be taken in conjunction with head-gear 
that I mistook banquet for tea-party and that my 
expression of regret must not be regarded as apology 
Applause from many directors present and am vg 
voted extra {500 per annum. Neighbour, havin; 
explained how to forget to return this for income tax 
develops disconcerting blue uniform and helmet 
whereupon, with him at my heels, am doing 4-minut 
mile down endless corridor. This, however, has béer 
greased with branded margarine, and I land wl 
thump upon floor at bedside.. 
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The Institute's New President 


Mr Donald Victor House, F.c.A., was elected President 
of The Institute of Chartered Accountants in England 
and Wales for 1954-55 at a meeting of the Council of 
the Institute held last Wednesday. 

The senior London partner in the firm of Harmood 
Banner, Lewis & Mounsey, Chartered Accountants, 
of London and Liverpool, Mr House is a native of 
Liverpool and was articled in 1917 in that city to 
Mr R. C. de Zouche, F.c.a., of Messrs Wilson de 
Zouche & Mackenzie, Chartered Accountants. During 
his period. of articles he was a member of the com- 

ee of the Liverpool Students’ Society, and for 
E: a year, in 1918, he served with the army and 

3 commissioned in the Royal Garrison Artillery. 

Admitted an associate of the Institute early in 
1922, Mr House came to London in 1923; after 
serving on the staff of Messrs Fitzpatrick Graham & 
Co, he set up in practice in 1924. He was elected a 
fellow of the Institute in 1929. In 1941 Mr House 
amalgamated his practice with Messrs Lewis & 
Mounsey which, in 1946, amalgamated with Messrs 
Harmood. Bannet & Son. 

Mr House was elected a member of the Institute 
of Chartered Accountants’ London Members Com- 
mittee in 1939 and he was vice-chairman of that 
Committee in 1941-42. He was elected a member of 
the Council of the Institute in March 1942 and has 
served on the following committees: Applications, 
Finance, Examination (being chairman from 1948 
to 1952), Investigation (chairman, 1952 to 1953), 
P. D. Leake (chairman), General Purposes, Library, 
Planning, and the Summer Course Committee, of 
which he was chairman from its inception in 1947 
until 1953. He served on the War Bye-law Sub- 
Committee and is a member of the Joint Standing 
Committee of the Universities and the Profession. 
He is a moderator for the Institute’s examinations 
and was an examiner for many years. 

Before his election last year to the vice-presidency, 
Mr House was perhaps best known to members as 
chairman of the Summer Course Committee — for 
many have met him at Christ Church, Oxford, in the 
last few years — and, of course, as the popular and 
enthusiastic honorary secretary and treasurer of the 
Chartered Accountants’ Golfing Society, of which he 
has been a member since 1920. He was also chairman 
of the Golf Committee of the Sixth International 
Congress on Accounting held in London in 1952. 

We wish Mr House every success during his year 

office. We have pleasure in presenting to readers, 

with this i issue, a reproduction of a recent photograph 
of. he new President. 


. The New Vice-President 
The new Vice-President of the Institute is Mr 
William Speight Carrington, F.c.A., who is one of the 
eadirg authorities on taxation in the country. 
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Born in Lanca- 
shire in 1904, Mr 
Carrington was ar- 
ticled in 1921 with, 
the firm of Moore 
& . Smalley of 
Preston. In 1924 
he passed the Inter- 
mediate examination 
of the Institute and 
two years later 
passed the Final, 
winning the 
‘Whinney’ Prize 
which was divided 
that year. He joined 
the staff of Whinney, 
Smith & Whinney in 1927 and five years later was 
admitted a partner. In 1938 he was elected a fellow of 
the Institute, and in 1942 he was BEER to the 
Council. 

Mr Carrington has played a notable part in the 
affairs of the Institute. He was a member of the 
Examination Committee from 1943 to 1946 and is 
vice-chairman of the Parliamentary and Law Com- 
mittee of which he has been a member since 1942; 
he is also a member of the General Purposes Commit- 
tee (since 1946) and of the Overseas Relations 
Committee since its establishment in March of this 
year. He is a trustee of the Staff Pensions Fund 
(since February 1947) and he was a member of the 
Taxation and Research Committee from 1942 to 
1948, being chairman of the Taxation Sub- Committee 
from 1942 to 1945. 

Mr Carrington is perhaps best known to members 
of the profession and of the public as a member of 
the Royal Commission on the Taxation of Profits and 
Income. He was also a member of the Government 
Committees on the Taxation of Trading Profits and 
on the Taxation Treatment of Provisions for Retire- 
ment. He is a member of the Panel of Referees under 
the Coal Industry Nationalization Act, 1946, and hè is 
a Younger Brother of Trinity House. 





Mr W. S. Carrington, F.c.A. 


The New President of the Society ` 
Mr Bertram Nelson, J.P., F.S.A.A.. was elected 


: President of The Society of Incorporated Account- 


ants at a meeting of the Council held on May 26th. 
Sir Richard Yeabsley, ¢.B.E., F.C.A., F.S.A.A., Was 
elected Vice-President. 

Mr Nelson, who has been Vice-President since 
1951, is a partner in Messrs Lithgow, Nelson & Co, 
Incorporated Accountants, of Liverpool, London and 
Southport. He became a member of the Society in 
1929, after taking Honours in the Final examination, 
and was advanced to fellowship four years later. He 
rendered distinguished service to the Incorporated 
Accountants’ District Society of Liverpool as 
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honorary secretary 
from 1931 to 1945, 
and as president for 
the two immediate 
post-war years. He 
was elected a mem- 
ber of the Council 
of the parent 
Society in 1937 and 
he has been an 
energetic member of 
the Incorporated 
Accountants’ Re- 
search Committee 
from its inception 
in 1935; he was its 
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chairman from 1942 to 1952. 

Mr Nelson is 48 years of age and is the second 
member of his family to hold the highest office in 
the Society; his uncle, the late Mr C. Hewetson 
Nelson, was President from 1913 to 1916, and 
served as Vice-President on the occasion of the 
fiftieth anniversary of the Society in 1935. 


In addition to his work for the Society, Mr 
Nelson is very active in other departments of public 
life. He is a Justice of the Peace for the City of 
Liverpool and has been a member since 1948 of 
the General Consultative Committee appointed by the 
President of the Board of Trade to advise on the 
administration of the Companies Acts. From 1951 
to 1953 he was chairman of the Liverpool Chamber 
of Commerce, of which he is now treasurer, and he 
is a vice-president of the Association of British 
Chambers of Commerce. He is treasurer of Liverpool 
University and of the Leys School, Cambridge, 
where he was educated, as well as being a member 
of the North Regional Council of the British Broad- 
casting Corporation and a member of the Mersey 
Docks and Harbour Board. 


We have pleasure in wishing Mr Nelson a happy 
and successful period of office. 


The Society’s New Vice-President 


Sir Richard Yeabsley, C.B., F.C.A., F.S.A.A., the new 
Vice-President of the Society, is a partner in Messrs 
Hill, Vellacott & Co and Messrs Hill, Vellacott & 
Bailey, with offices in London, Cambridge, Deal, 
Belfast and Downpatrick. He became a member of 
the Society in 1923, and of the Institute in 1935. He 
has been a member of the Council of the Society since 
1945, and is the immediate past chairman of the 
London and District Society. 


Sir Richard is accountant adviser to the Board of 
Trade, a senior member of the Monopolies and 
Restrictive Practices Commission, and a member of 
the Board of Referees; he was a member of the 
governmental committees on distribution of building 
materials, resources of minerals in the United 
Kingdom, resale price maintenance and Supreme 
Court practice and procedure, and an independent 
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member of the hosiery working party appointed by 
the Board of Trade in 1945. S 

He received the honour of C.B.E. in 1945, for 
services to the Central Price Regulation Committ€e, 
and that of Knighthood in the New Year Honouys 
of 1950 for his work as accountant adviser to that. 
committee and to the Board of Trade. 


Institute of Cost and Works Accountants 


Mr William E. Harrison, F.c.w.A., was installed as 
President of the Institute of Cost and Works 
Accountants at the 
annual general meet- 
ing of the Institute 
held last Saturday. 
Mr Harrison, who 
is in practice as a 
consulting cost ac- 
countant in Walsall, 
became an associate 
of the Institute in 
1932 and a fellow 
in 1940. He gained 
first place in both 
the Intermediate and 
the Final examina- 
tions — a distinction 
which few people 
have achieved. | 
For many years he has played an active part in 
the life of the Institute, being a member of the 
Council, chairman of the Institute’s Research and 
Technical Committee from 1949-53, a former presi- 
dent of the Birmingham and District Branch and a 
frequent lecturer to branches. A Derbyshire man, 
Mr Harrison, began his business career with 
former Midland Railway and gained experience in 
the offices of the superintendent of accounts in the 
department of the chief engineer. For three years 
after this he was the head of the wages department of. 
Morris Commercial Cars Ltd, and after further 
experience as a cost accountant he set up as a con- 
sulting cost accountant in Walsall in 1953. He is a 
keen sportsman with a special interest in athletics ~ 
his best time for the 100 yards was 10°2 seconds. 
Mr George Nicholson, F.c.w.a., and Mr Ian T. 
Morrow, C.A., F.C.W.A., have been installed as Vice- 
Presidents of the Institute. Mr Nicholson, who is 52, 
is secretary of Blythe Colour Works Ltd, Stoke-on- 
Trent. He became an associate of the Institute in 
1926 and a fellow in 1940. He is a member of the 
Executive Committee of the Council of the Institute, 
and Chairman of the Finance Committee. 
Mr Morrow, who is 42, is deputy Caen 
director of the Brush Group. After qualifying as a 
chartered accountant and gaining experience ' in 
industry, he became an associate of. the Institute 
of Cost and Works Accountants in 1939 and a fellow 
in 1945. He is a member of the Executive Com- 
mittee of the Council of the Institute, and chairman 
of the Journal and Public Relations Committee. 





>% . 


Mr W. E Harrison, ¥.c.w.a. 












H 






‘June 5th, 1954 


Mr Morrow was leader of the specialist team on 
management accounting which visited America in 

iso under the auspices of the Anglo-American 
Cquneil of Productivity. 


The Royal Commission 


The Royal Commission on the Taxation of Profits 
and Income resumed its public meetings last Wednes- 
day. In the morning, oral evidence was given on 
behalf of the British Overseas Mining Association by 
Messrs Robert Walker, M.B.£., A. G. Davies, H. J. 
Hinves and T. W. Macdonald. 

Mr Davies said that the Association’s written 
submissions to the Commission included a recom- 
mendation that overseas profits be taxed only in so 

r as they were remitted to the United Kingdom. 
Lie: Commission having rejected that, the Associa- 
ition now puts forward the view that overseas profits 
‘and dividends should only be taxed where they arose. 
He then mentioned alternative proposals which 
‘he described as palliatives, i.e. a differential rate of 
tax in favour of overseas profits and a depletion 
allowance for overseas mining companies. 

In the afternoon representatives of the Association 
of University Teachers gave evidence. They were 
Dr D. Chapman (Liverpool University), Professor 
H. V. A. Briscoe (Imperial College, London), 
Lord Chorley (London School of Economics), Dr 
D R. Whitman (Birmingham University) and 
Professor Gower. The Association was concerned 
about the position of their members in relation to 
claims for expenses allowance under Schedule E. 

The session was completed by evidence given on 
behalf of the Whole-time Consultants’ Association, 
which was represented by Dr E. N. Allott, President, 
Dr: Allan Birch, Secretary, and Dr L. T. Hilliard, 
Treasurer. They too were concerned with the 
inadequacy of the provisions for granting expenses 
allowance under Schedule E. 

We hope to include a more detailed report of the 
proceedings in next week’s issue. 

a 


Not Cricket 


The Board of Inland Revenue were somewhat 
severely criticized by Mr Justice Harman when he 
gave judgment recently in Moorhouse v. Dooland. 
Mr Dooland, a former Australian test cricketer, was 
employed by the East Lancashire Cricket Club and 
was entitled under the terms of his employment to 
certain collections made from time to time at matches, 
as permitted by the rules of the Lancashire Cricket 
League. The rules permit such collections where a 
Wcketer has performed some meritorious feat. 
Inland Revenue sought to assess some {40 
Leceived by Mr Dooland in this way. They contended 
that the money was an emolument of his employ- 
ment. 
The Commissioners, on appeal, held otherwise 
d the Crown accordingly appealed to the High 
ourt. His Lordship refused to interfere with 
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the Commissioners’ decision. He said it was regret- 


able that the Crown should employ leading Counsel 
and spend an unconscionable amount of time trying 
to catch a sprat, while the mackerel were allowed to 

swim about in freedom. 


A 


Tate & Lyle Appeal 


On Tuesday, by a majority of three to two, the 
House of Lords dismissed the Crown’s appeal in 
the ‘Mr Cube’ case. The General Commissioners 
for the City of London had held that expenditure of 
£15,339 by Tate & Lyle Ltd in its anti-nationalization 
campaign was incurred wholly and exclusively for the 
purposes of its trade and was accordingly an admis- 
sible deduction in computing its profits for tax 
purposes. This finding having been upheld in the 
High Court and the Court of Appeal, the Crown 
appealed to the House of Lords. Lords Morton, 
Reid and Asquith of Bishopstone held that the 
decision appealed from was correct. Lords Tucker and 
and Keith of Avonholm dissented. In the course of 
his judgment Lord Morton said: 
‘if the money so spent is not spent for the purposes 
of the company’s trade, for what purpose is it spent? 
The money is spent to preserve the very existence of 
the company’s trade.’ 
He. accepted. the Crown’s point that the trade was a 
continuing entity irrespective of the persons who 
carried it on, but he held that the point was irrelevant 
here. | 


Finance for Estate Duty 


The end of the first year of operation of ‘Edith’. 
(Estate Duties Investment Trust) was marked by a 
Press conference given by Lord Piercy, its chairman. 
The Trust was set up to provide finance for private 
companies which faced the problem of raising funds 
for estate duty. In the first year it invested or under- 
took to invest nearly £800,000, while its shareholders 
(seven insurance and sixteen investment trust com- 
panies), took shares to a value of over £300,000. The 
Trust itself imposed a maximum of {60,000 for any 
one company but surpluses above that figure were 
often taken by its own shareholders. ` ` , 

Up to last week some 155 applications for financ 
had been received by the Trust. Up to March 31st, 
135 applications had been received, business was 
done in twenty-two cases, while thirty applications 
were still being considered. 

Lord Piercy said the Trust had not been able to 
tackle really serious cases where a death had already 
occurred and the assets basis of valuation for estate 
duty was being applied. It had found that the valua- 
tions imposed by the Inland Revenue were apt to 
exceed arms-length values between willing buyer and 
seller. Clause 27 (1) of the Finance Bill should greatly 
extend the scope of Edith if it becomes law. It pro- 
vides that where shares which have been valued on 
the assets basis are sold within three years after the 
death to a buyer at arm’s length the purchase price 
shall be taken as the value of the shares at the death. 
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Science in Industry 


A joint Science and Industry Committee has been 
formed under the auspices of the Royal Society of 
Arts, the British Association for the Advancement of 
Science and the Nuffield Foundation to investigate 
the possibility of speeding up the application of the 
results of scientific research to industry. ‘Conditional 
Aid funds have been put at the disposal of the com- 
mittee by the Board of Trade. 

Under the chairmanship of Professor C. F. Carter, 
the committee will operate under exceedingly com- 
prehensive terms of reference. They include making 
a systematic and scientific appraisal of the problem 
and studying research already under way elsewhere to 
see what further research is needed. The committee 
will also examine those factors which decide the 
speed of applications of new scientific and technical 
knowledge, their relative importance, their inter- 
relationship and their correlation with the character- 
istics of the firm or industry. It will also collect 
evidence of the effectiveness of measures already 
taken to speed up the application of science in industry 
and to remove hindrances to such applications. 

The committee’s formation comes at an opportune 
time; industry is more research conscious now than 
it has ever been in this country but this is to some 
extent making a virtue of necessity. It is clear that 
today survival of an industrial economy depends on 
two things: first, the ability of that economy to 
nurture small enterprises which may some day 


FINANCE AND COMMERCE 


Consolidation of the cheapening of interest rates by 
the 3 per cent Defence Loan conversion has provided 
the main interest in stock-markets. The Treasury’s 
decision to embark on this operation before the more 
obvious short bond conversion requirements caused 
some surprise. ` 


I.C.F.C. 


The reprint this week gives the accounts of the 
Industrial and Commercial Finance Corporation Ltd, 
the company set up under official auspices and 
financed by the banks for the purpose of providing 
capital for business not in a position to ask the 
investing public for funds. Many businesses which 
the I.C.F.C. has taken under its wing and ‘nursed’ 
through young and sometimes tender growth, have 
since been floated off through a public marketing of 
their shares. Readers who keep in touch with current 
financial affairs will see this in published prospectuses 
and statements for information. 

_ In some cases, companies provided with capital 
by I.C.F.C. become technically its subsidiaries, but 
the Finance Corporation has obtained from the 
Board of Trade exemption from publishing con- 
solidated accounts in view of the purpose for which 
the holdings were acquired and the widely diverse 
nature of the businesses carried on. 
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become big ones; second, that large concerns should 
have the will and the resources to carry out large 
scale investment in new processes which have beg 
developed, in the laboratory, in the pilot platt akd 
in the prototype. Any economic system which slows 
down the rate at which scientific discoveries are 
applied to industry or which fails to build up an 
organization which will enable such discoveries to be 
transmitted with the maximum speed into commercial 
terms and results, is losing competitive power in 
world markets and so endangering its own standard of 
living. 

Industrial Production in April 
Industrial output in April was 5 per cent higher than 
at the same time a year ago. Preliminary estimates for 
the month suggest that in the first four months oi" 
this year so far production has been running at almos} 
6 per cent higher than in the first four months o 
1953. This is slightly below the level reached in the 
last quarter of 1953 but it is above the increase of 
5'3 per cent achieved for the year as a whole. In- 
dustries which have helped to keep the index buoyant 
are building materials (which has been aided by the 
usual seasonal increase in the spring), sulphuric acid, 
iron and steel, electrical appliances and rayon. 
Industries which have shown some symptoms of 
levelling off have been wool and coal. The index for 
April is provisionally estimated at 124 to 125, a 
slightly lower figure compared with March owing to 
the Easter holidays. 


The I.C.F.C. report is illustrated with examples of 
the way the capital it has provided has fructified. Oo 
of its interests whose shares are now being marketed 
on the London Stock Exchange specializes in making 
vacuum pumps and equipment, the only concern of 
its kind in the world. With its high vacuum technique, 
it is able, under vacuum, to vaporize metal which 
deposits a thin and brilliant layer on any object 
placed in the vacuum chamber. Since I.C.F.C. made 
its first investment in this concern in 1946, sales have 
multiplied five times and the business has emerged 
from an Old private house to a large modern factory. 


‘If He Has The Profits’ 


Lord Piercy, the chairman of I.C.F.C., remarks on 
the ‘relatively mild advance in demand for capital 
funds experienced by the Corporation in 1953’ and 
examines the causes. There is keen competition, he 
says, for business which might seem to be the 
Corporation’s ‘natural meat’, and one sees this aed 
number of issuing houses which have set up spedial 
‘nursery’ departments. Finance, says Lord Piercy, is 
not the principal impediment to increased investment 
but the ‘hindrances are complex and it is not easy to 
determine the most important’. 

One hindrance is the high cost of building and: 
plant; long delivery is another, and under this head 
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he includes building permit delays, planning permis- 
sion and the like. 

‘Another point Lord Piercy puts forward will 

terest accountants particularly. He believes most 
kees people will agree that “there is nothing 
like putting the manufacturer in the position — if 
he has the profits — to write off a substantial part of 
the cost of the new investment at the outset’. 

Maybe ‘if he has the profits’ is the crucial factor. 
Taxation at the present level leaves the business man 
with all the risks of new enterprise but only the 
minor share of profits if success is achieved. 


£’s Purchasing Power 


The directors of the United States Debenture 
Corporation Ltd put into words what many people 
eae have felt when faced with comparisons of 

tformance going back to pre-war times. What 
conclusions can be drawn from such comparison 
when the value of money has changed completely! 
The symbols ‘may be the same but their meaning is 
different. l 

Pre-war figures have, therefore, been dropped from 
the comparison statistics of the distribution of income, 
of the distribution of investments and their classifica- 
tion which are provided with these accounts. The 
record now covers only ten years — and inflation since 
1945 can put even ten years out of perspective. 

Announcing this curtailment of the comparison, 
the directors’ report points out that the impression 
conveyed can be misleading even if full weight is 
given to the variation in the wages index. As a 
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corrective measure, two graphs have been inserted 
covering the figures for the last twenty-four years, 
gross income, in the first, being expressed in terms of 
sterling and, in the second, in terms of purchasing 
power. The ‘visual contrhst between the two graphs, 
the apes states, is striking. 


Good eebe 


By the courtesy of Mr C. W. Smith, secretary ot 
Bylock Electric Ltd, we are able to give the back- 
ground to the small but from the angle of capital 
appreciation, highly successful investment in the 
company’s balance sheet (reprinted in these notes on 
April roth). The entry, it will be recalled, was a 
quoted investment, in the books at a cost of £6 but 
worth £30 in market value at accounting date. 

This was no successful stock-market ‘tip’. It arose, 
in fact, from the financial difficulty of one of the 
company’s customers some years ago when, as part 
of a scheme of arrangement, Bylock received an 
allotment of a small number of ordinary shares in 
part satisfaction of the debt. The company concerned 
has since earned substantial profits and its shares 
have appreciated accordingly. 


Money Market 


Tenders for Treasury Bills on May 28th totalled 
£426,825,000 and at a maintained bid of. £99 tteced 
the market obtained 49 per cent of requirements. The 
average discount rate was virtually unchanged at 
£1 145 3°33d per cent and this week the offer is 
repeated at £270 million. 


INDUSTRIAL AND COMMERCIAL FINANCE CORPORATION LIMITED 
Statement of Profit and Loss 



























































“~~ Year to: S Year to 
March 3! st, 1953 - March 3}st, [954 
£ oie: ¢ . £ : £ 
‘ Gross Income, consisting of Interest on Advances, Dividends received from Investments, Profits on Realizations 
1,602,192 and Fees, amounted to 1,891,013, 
Note. — Dividends received attributable to perlods prior to the date of acquisition of the relevant . 
; holdings have, where appropriate, been set off against the cost of such holdings and In consequence are H 
-not included in the above total. 
. 100,000 From this total there had to be deducted the amount set aside for Doubtful Advances and Investments 250,000 ' 
1,502,192 f , 1,641,013 
After deducting: i 
146,492 Administration Expenses .. e wie Ss Se 144,553 
6,250 Directors’ Remuneration a SH kg _ 6,208. 
i 787 Provision for Audit Fee eg ge 787 | 
` 7,536 Amounts written off Freehold and Leasehold Property, ‘Motor-cars, Furniture and Equipment . e SA 8,228 | 
161,065 ` 1 159,776 
ememr D 
| i344 ,§27 There remained a Profit, before providing for ES payable and Taxation, of . a D t 1,481,237 
| 539,079 interest payable on Loan Capital SS Sa e e ge ee SC Ss ais ; 624,913. 
1,067 Together with other Interest wie 5 2,238, 
540,146 required e dÄ ae a eh SE bs EN | 627,15! 
800,98! Leaving a Profit for the year, before providing for Taxation, of Se SEN P wi ' 854,086 
The estimated charge for EEN based on Sg prong oe the year, was: : i 
6,500 Profits Tox en a ee e D (RI aes ae ae aye we Weg ` 
and ` : 
376,550 Income Tax .. sie wë e 5 DÉI . ae : ge i os -» 387,594. 
. 383,050 = ` 387,594 
“417,931 The Net Profit for the year was therefore . : : da Sp Sp + 466,492 
$3,748 To this must be added.the Surplus brought forward ‘from the previous year of CS Sé x i 56,679 
471,679 Making an available balance of .. fas ee ng a , 523,17] 
i The Directors have decided to transfer to General Reserve >- 250,000 ; 
GN And they recommend a Dividend of 5 per cent less Income Tax at 9s In the £ on the paid-up Share Capital of , 
165,000 the Company, payable on June 25th, 1954, which wiil absorb .. = am Sen as sä .. 206,2590; 
415,000 "456,250 
£56,679 Leaving a Surplus to be carried forward of .. e ae S kg age d Gs ar £66,921 


H 


June 5th, 1954 


THE ACCOUNTANT 


640 


‘Sou pry 
‘suDjUNO DIY DaiI1/DU3 


‘MENNIHM S HLIWS “AZNNIHM 


aen eu UO pəpuə seed ou JO; IOI an jo 
AADIA HEj PUL and3 E Saa? SSO] PUT HjOdd jO JA 
“B38IS JYI PUEL Pos] “ISPE YEP] FE SE SHEHE S, Udy 
~B1Od107) au JO 3303S IUI JO MOJA AE pug any € 
SOAIZ 3əƏ45 DVuULjFg au) pue Pasjnbas os sauurw 
au UJ ‘grej ‘Py SaJURdWIOT au dg pəsnbəaa uor 
~BLUJOJU} 242 SAIS UOALIYA SJOU au YIM SIUNOIE 
ples ou sn usays sucpieurjdxe au oi Juspsoooe 
pue UOIIBUIOJU] JNO jo asaq au oi pue uoiujdo 
JNO ul ‘IUNODIB JO syHOO ay YYM JUJUL UY 


Seel “NJI AD 
‘Tog 'uopuo] ‘Amar PIO 
1e7eld 5. M2USPaid qp 


SJ UDA IsO] 343 jO Odas poxouLE oui Uj 
paqviodsosu] sso} pue 3jOjg jo JuSWEIEIg sy pue 
JOSS oui GAOgE IYF PaU;WEXe cacy SAA “SN Aq 
P2ISIA JOU SIHO YURI Wo paajsdIos ua GARY 
3Ipne sno jo sasadind ayz sop ayenbape sungat 
dadoid pue ‘syoog asou jo UOPeUNuEXe JNO 
Wos) sJeadde se sey os 'uopesodiop au Aq 3dəy 
uəəq GARY 2un0o23g Jo syooq sədosd uojujdo sno 
ut “apne sno jo sasodand oun JOJ ÅJESSIDIU ai 
J91]9q pue ə3pa jmo JNO JO 3saq IYI 03 U31uaé SUOR 


~eue{dxs pue UO/IWAOJU) JYI IS PSUjeIQO PALY IMA ` 


paşzpupy uUoTZe20d10D 
ƏJuLUjg [puo pue TeLi3enput jo Sigg A43 03 s403jpny 943 jo Hodoy 


s4031 L ENNIS 'W D 
































ADYAld 
DOT ED e? 910091927 
(Z ao 225) 
o00‘00l es `: Oopg/iodioc sių? 03 ODURAPYY VNpIq 000'00} 
oco'00 | a ee es ex DH b ee pied sg 000'001 
‘yaga JF JO Saieus OUODST — 3502 IL JUJWJSJAUJ 
p31 OD sa7snay dl ~ Auedwosd Aselpisqns 
LEN ét 66205 
ipi ‘EE ** Jep oy HONESIOWY pue Go11gtaaidac S537 OM SZ 
8/7'78 sr 4509 38 gueudinby pue sunjziusng ‘seo SESZ 
-4030j4 ‘Aquadoig pjoyəsesg puu pjoyəviq 
FëCCEI ‘4 eg e e CR? aa ee syuswAed SIS 
“aig pue Sioi0ac "(eet ausosuy ssəj) surot 
pue sounqusqsq UO 7p oi PanI2g 4s9492u] 
‘@]QesBAOI|I XBL BWoru] JO JuNOWE pəajewpnsy 
syossy Juun 
(1 30N 925) 
6S1'278'Z2 —— ae de §SE'987'9Z 
Sir IFC E Saieug ASEUIPIO 87 1'010'T 
ceo*sélé Set 8 SƏJEYŞ SIUSIVjOIq FGW pI y UoN Ep6 LIR T 
Z9SpEE E 7" Sg Gs SALUS GIUSIBjoig Sjqrusspoy GEL TSP 
pO lers is S Ee ve suroq pesnsesury ZE 1 '089'F 
ZET E990 °° os >t SUROT Dä/n2aE PUE Saip3Uadac GZ Zeoi 
GIN ES ES 18-626] 42035 Zinsgait oct Se $E 000'01Z 
IO 
sid SSO} ‘ISOD JE Siuaui11eaAul DU SƏIURAPY 
7 F L 3 


ESél “SIE HAD 


Te 


*‘pesy gu Japun Paigdtonpue sy Aygen arewan 
ON ‘sooquesend sapun (OZé'Zp7 Eeéll SET'ETF Io 
Sange! 2uaäuIDu03 sv Quay, “SHBZUEUENE) "E 


“hav pis 
-qn5 Sjy2 pue gopetsodion ou jo Sauno2e dnos3 
Surajwiqns Aq paases 9q pynom ssodund ynjesn ou 
yz uojujdo ou jo BIE siopaijg au 0000017 JO 
uobppiodio3 O4? OF GIUVAPE IHI S} JOSSE ÅJUO $3) SY 
tUe od4o3U S4 BIUIS SSO] JOU Jyoud Aeu2tau Ipe 
sey yaya Zugdugo3 Aseppisqng paumo Ájjoym 
Sg sı 'Auedwo? SIY) PII OD sazsnay O'P “Z 
: ose "(008197 
eil COO'SOSF Zug squnowe Peyu 
pur asuridez2e8 03 yWalqns eueaidde o3 Jyo uo 
pey uojppe uy pue (ZE8'9/2'17 reel 1 oos 1? 
Bujpfjezo3 səjyjpe; jepuruy Aou31n) spjaosd 
O} pruo Japun sea uopLicdioy ou ‘pegi 
sje yaey 2y ‘suaugo 49434N4 (>) 
"(6LY'TE FTF ESSI) FOS BT OO SEM 
‘pogl ISLE yae 3e suopesonb JoxseuU UO psseq 


























ONjea IYI YIM JO "(G49'767 ‘TF Cell LIB'TET'TF JO 
anigA YOO E YIM SIUBWASSAU] PBIONC) BIE SUOS 
-JAQJd Sëal ‘ISOD YW SFUBWIISBAU] PUB SSIUEAPY, JO 
van Gu UI papnjouj *squeWIZsaAUy pazoNny (q) 
Aw Ie 03 BINPeysS YIYys1y sys jo |] ued jo 
{p} Er ydesBesed uy umop pre] suope3ijqo au woj 
pug szunosse dnos jo uopssjwigns 943 03 }edsed 
UTM ‘gpg ‘I y sepuEdUIOD s43 Jo HG] vomas jo 
SUOfs}Aosd oya YI[M osue dw WOU) Uopeiods07 
au pəzdwəxə sey apru, jo prog əy3 ‘uopsanb 
uy sajuedwo> aya Aq UO Passed Sossautzng ays 
JO anyu BSJBAIP Japa ou 03 pue Pospnboe giga 
SSulpjoy 9səy? VäIua Joy osodind ayy oi Big? 
BUJARH "Stel ‘Jy SAQJUedWIOT au JO HG} VOIS jo 
Zujueaw au? (Ilan Sapuedwop Aseipisqng Aje 
-4993 S48 YYM SojUedWO? UJELI 03 SBDURApe 
pue uf sSuypjoyaseys Zupnuasadai (Zp]'p0EF 
£561) FIZSENTF JO Junowe ue sf ,SUOpS{ACIG 
S50] ‘3503 38 SJUQWISSCAU] PUR SSJUPAPY, WOH 
su ut papnpuj *sapueduIED Aleipisqng (ei 
SJUSUIZSBAU] PUB SADURAPY "t 


SOON) 

















og see? - 910°09L'9TF 
elei f LEE'EOH 
0SZ‘90% Si Se xep BWOIU] seet "PuaPWIO Pasodoid 000°S9! 
Een at Wé F e (pəaansəsun) wesps9aQ ueg O9F'bZ 
958'%ZI " ab `" Saäieu3 pansy PUE SLOP 228°€91 
Sange JUALAN 
1%6'919'87 ELH 9SE'9E 
12699" | 6L9°901'I 
176'99 Sg we snjdang ~ 2un022v SSO7 PUE 20DOÄ4 6199F 
ooo'ooz Y Se Va səpuəZujpuop 49430 pur GDOpOOg 
SJUIWISIAU] PIIOND jo uopepesdag A0 amasəy 
oco‘ao ‘i ts se as oe A se aAJSSaM IEAÄauaE GO oC 
7 SJAJISIY INUJAJY 
DOS 17 Op oO ex? 000 OS e 
oo0'osZ'6! o0op0p00 ~” Se CH E SE jeajde> Saeys o00'os ZZ! 
panss]. oy2 jo JuNOWE jeujwou au) PAMI 90) 
dn ‘sautys 943 JO Sdvqaenb-291Y42 yO SABP/OY 9y? 
jo JuUasUO? ayz yya (q) Heyde SEU dn-pjed 
au jo UNOWE 343 03 dn peog au? Aq (0) aigpiieH: 
‘ e pe3jdep ugoy 
ooo'cos'z  opponeel ee ain pie 000°00S*Z 
Smus 19d 0057 ‘yea QOOTIF JO Salins 000 SI 
: [edep saeys 
7 7 l 7 r. 
dn pajp)  pazuopny , ESI SIE YHON 


NR 
PSG! “ISIE 349 3U se QoeYs e2ueteg ` l 
GILIW NOLLVUOdJYUOD JONYNIA IVIDYSWNNOS GNV IVIULISNONI! 


jw e ai 


Júne Sth, 1954 THE ACCOUNTANT rx 


OCEAN TRUST 


COMPANY LIMITED 


og, PARK LANE, LONDON, Wi 


Telephone Nos. 
GROSVENOR 4627/8, 3596, 1394/5 


Directors: 
E. BEDDINGTON BEHRENS, C.M.G., M.C., Ph.D. (Chairman) 
' SIR COLIN McVEAN GUBBINS, K.C.M.G., D.S.O., M.C. 
ROGER B. PURSEY, A.C.A. 


The oe welcomes, personal interviews 
| with. professional advisers” regarding. public or 
private issues of capital for established busi- 
nesses or the private financing of developing di 
industrial undertakings 
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Letters must be authenticated by the name and address of the writer, not necessarily for publication. 
The Editor does not necessarily agree with, or hold himself responsible for, the opinions expressed. 


Taxation and Business Expenses 


Sir, — We have received the following letter from 
one of H.M. Inspectors of Taxes. The names ‘Blank’ 
and ‘Utopia’ are, of course, fictitious. 


Gentlemen, 
BLANK & Co LTD 

I thank. you for your letter of May 4th with the 
January 1954 accounts. I agree your income tax 
computation for 1954~55. Acceptance of your profits 
tax computation is dependent on adjustments for 
benefits to the directors, which is the subject of inquiry 
' below: 


ka 


I. Motor expenses 
There are apparently four cars, viz. a Wolseley, a 
Ford and two Morris cars. l 

I should be glad to know which of these is used by 
Mr and Mrs Blank and in whose names these cars are 
licensed and insured, where they are garaged; the 
approximate distance from the residence to the 
company’s office; the nature and extent of business 
and private use respectively; and the amount charged 
in the accounts for running costs covering repairs, 
insurance, licence and fuel, out of the total motor 
expenses, £3,227. Have the directors any other car for 
their private use? l 

As regards business use, what area is covered and 
with what frequency? The absence of any business use 
during the directors’ absence on the Utopian trip 
would suggest that business use might be-neglipible. 


2. Travelling and Entertaining £2,893 


i (a) (i) Please divide and show the amount under 
each heading charged for Mr and Mrs Blank. 
(ii) As regards entertaining: £500 paid to Mr 
Blank. This is more than in previous years, 
although he was away for a considerable 
period. I should be glad to know the justifica- 
tion for the increase over the appropriate 
proportion of the previous charge of £450, 
which would seem to be generous. 


(b) As regards the Utopian trip by Mr and Mrs Blank: 


(i) What was the total cost and how was it made 
up — fares (stating outward and homeward 
route and by what vessels), hotels and other 
items? 


(ii) What was the duration of the trip? 


(iii) Who did the company’s secretarial work while 
Mrs Blank was away? 


(iv) Plant and tools in the balance sheet suggest 
that the company does very little in the way 
of manufacture. Is it correctly understood, 
please, that the company merely assemble the 

before sale and service them after sale? 

If so, what exactly was the necessity for 
any visit to Utopia or anywhere else? Main- 
tenance is, apparently, effected by a staff of 
engineers. What technical qualifications had 

Mr and Mrs Blank respectively to warrant 

their trip — especially Mrs Blank? Could not 





Mr Blank, in any case, have done all that 
was necessary by himself? 

If it is contended that Mrs Blank went with 
her husband to do the secretarial work, I 
should be glad to have some idea of the 
extent of that work. 

(v) So that a clear picture can be seen of the 
business effected on the trip I should be glad 
if you could let me have details~say in 
diary form — of the various appointments in 
Utopia and their purpose. 

(vi) You refer to the promotion of the company’s 
sales service. Does the company trade with 
Utopia to any material extent, either before 
or since the visit? 

(vii) You say that Utopia was chosen as affording 
the greatest education in view of the warmer 
climate. What substance is there in this, 
seeing that warmer climates, e.g. East, West 
and Central Africa, were to be found so much 
nearer home? 

(viii) If this was merely a business trip and nothing 
else, why was the lengthy sea journey chosen 
in preference to air travel? 

(ix) Do you seriously contend that no part what- 
ever of the cost of the trip was other than 
purely business expenditure? Was there no 
sightseeing anywhere, and no smokes, drinks 
and personal entertaining, or purchase of 
souvenirs, or other goods included in the 
cost? 

You might prefer the cost of the trip be discussed 
verbally here with Mr Blank, in which case I should be 
glad if you could arrange for him to call between 
Monday and Thursday néxt week (May 31st to June 
3rd), giving me a day’s notice of the day and time he 
could call. 

* As I am here on relief only for a short period, your 
early reply would be appreciated. 


Yours faithfully, 


Re NEE 
H.M. Inspector, Head Office Relief Staff. 


‘Relief’ is the operative word! 
Yours faithfully, 
M. M. 


Finance Company Records 


Sir, — I shall be greatly obliged if any of your readers 
with experience of finance company work can 
suggest the records which should be kept for loans 
and investments, with the rulings and headings 
thereof. 

‘The company concerned, though primarily invest- 
ing its funds in loan capital, also does a limited 
amount of subscribing to equity capital. 

Yours faithfully, 
G. W 
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THE SOCIETY OF INCORPORATED 
ACCOUNTANTS AND AUDITORS 
SIXTY-NINTH ANNUAL GENERAL MEETING 


The sixty-ninth annual general meeting of the Society of 
Incorporated Accountants and Auditors was held at 
Incorporated Accountants’ Hall, Temple Place, Victoria 
Embankment, London, WC2, on Wednesday, May 26th, 
1954, with Mr C. Percy Barrowcliff, F.8.A.A., President 
of the Society, in the chair. - 


EXTRACTS FROM THE PRESIDENT’S ADDRESS 
l The Accountancy Profession 


You will naturally expect me to make some reference to the 
accountancy profession itself. It is less than 100 years since 
it became an organized profession, when its principal work 


was insolvency. The growth and development of industry - 


and commerce during these years gradually called for a 
considerable development of accountancy services in the 
forms of auditing, taxation and general accountancy: general 
accountancy embracing accounting systems, interim, de- 
partmental and statistical statements, costing, budgetary 
control, finance and business expansion, etc. Accountants 
were being increasingly confirmed in the position of 
accountancy and financial advisers by the change in business 
structure and technique. As a consequence it was a natural 
development that these ancillary services were absorbed 
into the work of the accountancy profession. 

The wisdom of the founders of our profession and their 
successors in meeting these increasing demands by broaden- 
ing and widening the qualification can now be seen in our 
acceptance as one of the recognized professions. Consider- 
ing the comparative infancy of the profession compared 
with that of the law and medicine, it is a matter of some 
pride that a sufficiently high standard of technique and 
, conduct should have been achieved in such a comparatively 

short time to gain this general recognition. At the same 
time there is no room for relaxation in preparing for the 
further development of the profession. As experience has 
shown, the profession is by no means static, and there must 
inevitably be new and more important, fields of service 
opening up with the still growing complexity of business 
and its management. This generation of accountants has 
immense responsibilities — first to maintain the high 
standards of integrity, skill and service and second to be 
responsive to any emerging signs of expansion of the use of 
accountancy services. It is not in the spirit of trying to 
usurp the functions of others that I make this suggestion 
but rather because an accountant by reason of his close 
association with business in his training and work acquires 
a practical appreciation of business principles. This allied 
to his technical qualification, which gives him a sense of 
accountability and the knowledge for assessing account- 
ability, makes him obviously well fitted to render such 
further ancillary accountancy services as the future evolu- 
tion of business may require. 

Whilst we are looked upon as a profession of public prac- 
titioners, recent years have shown a marked development 
in the practice of the profession in industry, which I suggest 
confirms my submission about the particular business 
qualification of the members of our profession. This move- 
ment into industry is still in its early stages and it is a 
material reflection whether the profession has not the 
responsibility for giving a little more emphasis to this field 
of accountancy work in the training and qualification of its 
members. I am satisfied, however, that the fundamental 
training must in the main take place in a practising account- 
ant’s office and that the basic qualification must conform 
to the normal accountancy pattern. 

There has been a noticeable tendency of recent years to 
try to short-circuit the accountant’s basic training and 


qualification by the promotion of organizations whose 
object is to give degrees indicating some specialist qualifi- 
cation in a branch of accountancy practice without the 
normal accountancy training and qualification. 

The accountancy profession has, in my view, to take 
cognizance of this development because the public might 
be entitled to assume that these degrees carried the same 
implication as a medical specialist’s degree. Whatever 
claims can be made for them, it must be clearly pointed 
out that they cannot be considered in that light at all. 

Speaking simply for myself, I maintain that spectaliza- 
tion in any branch of our profession can only properly 
follow upon the basic training and qualification of an 
accountant. a. 

I should like to see all our members giving a little more 
thought to the implication of using the initials of other 
organizations in conjunction with those of the Society: this 
suggests that they and other users of such initials have a 
better qualification in some branch of accountancy than 
other members of this Society. Without this implication 
there seems little point in using them, and therefore I would 
like to ask any members who may be using some other 
initials to review the question in the light of what I have said. 

The Society has played and is playing a major part in the 
development of the profession. Founded nearly seventy 
years ago when organized accountancy was in its infancy, 
we have today over 10,000 members and a similar number 
of student members. But the significance of the part we 
have played in the development of the profession does not 
merely rest on our numbers — large as they are — but on the 
very high professional standards of our members. We are 
still seeking to maintain and extend those standards, and 
I would like to pay an especial tribute in this connection to 
Professor Bray for his invaluable and self-sacrificing work in 
the field of research and as the first holder of the Stamp- 
Martin Chair of Accounting. The awakening of our minds 
to accounting technical developments is an essential step 
in the ordered progress of the profession. 

This progress would also be considerably stimulated if 
the profession in this country could speak with one voice. 
I am confident that I express the views of the vast majority 
of incorporated accountants when I say that the time for 
the registration of the profession is long overdue. The 
public are entitled to protection from unqualified prac- 
titioners in the accountancy field just as much as they are 
in other professional spheres. There are, of course, diffi- 
culties to be overcome, but I am quite certain that these 
will increase rather than decrease with the passage of time. 

The main stumbling block in recent attempts to prepare 
a draft Bill has been the difficulty of arriving at a satisfac- 
tory definition of ‘public accountancy’. I personally have 
never felt that this presented an insurmountable obstacle. 
What I would like to see is a measure requiring that all 
accounts be audited and certified only by a person who 
is a member of one or more of the recognized accountancy 
bodies, and that nobody else should, as a practising account- 
ant, carry out work normally done by a public practising 
accountant. Provision would, of course, have to be made to 
protect existing established rights. : 

The problem is urgent and I can assure members that’ 
the Council are more than anxious to see it finally resolved 
within the possibilities of all present circumstances. 


Profit Sharing 
Great changes have taken place in business structure 
during the past 100 years. Starting with the owner who 
managed his own business, there gradually emerged the 
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private limited company and the larger public company. 
This evolution has involved the virtual disappearance of 
the owner-manager from large-scale business. Ownership 

d management have now become practically two separate 

ctions, with capital supplied by numerous shareholders. 
in turn appoint executives without necessarily any 
GE interests to manage the business on their 
behalf. This set-up is now accepted as a natural develop- 
ment of our economy. In a somewhat different way, may 
we not be on the fringe of another evolution in approaching 
the question of the treatment of profits? We are, of Course, 
accustomed to consider the claims of workers to fair 
remuneration for their services as a prior charge against 
profits, and to the rights of capital to the remaining profits. 
On the other hand, I have personal evidence of the bene- 
ficial effects of profit-sharing schemes on the success of 
business and also on-the relations between workers and 
management. It may well be that there is room for careful 
extension of such schemes to businesses where they can 
suitably be introduced, and it may be well to remember 
that such schemes do not necessarily imply co-ownership 
more than executive management today implies 
proprietorship. 

In all such schemes, the Kette for capital accumula-. 
tion must remain a first consideration. The ploughing back 
of profits is still one of the main supplies of ‘capital for the 
modernization, the natural expansion and the general 
financial strengthening of business. More particularly is 
this so for the smaller developing business which has 
practically no other source for the supply of its risk capital. 
Therefore, in the interests of such businesses, of the owners 
of the capital, of the executives and of the workers, it is a 
matter of supreme importance that capital formation 
ould rank as an essential claim on the profits. 


Accounting in Relation to Fluctuating Price Levels 


Most of you, I hope, will have read the memorandum 
issued by the Council to the members of the Society in 
January 1954, on the subject of accounting in relation to 
fluctuating price levels. It was unfortunate that agreement 
could not be reached between the various accountancy 
bodies on this somewhat controversial subject, but in result 
it was satisfactory to find two of the other bodies in broad 
agreement with the principles embodied in the Society’s 
emorandum. I consider it of the utmost importance that 
our members should in appropriate cases recommend 
the adoption of the replacement cost principle instead. of 
the original cost principle. In my view this principle of 
replacement costs is and has always been the correct pro- 
cedure to be applied to the accounts of businesses which 
by their nature are continuing: entities and whose assets 
include substantial fixed assets and stock. The principle of 
original cost worked only because of the stability of the 
price level when the replacement cost varied but little from 
the original cost. But with the substantially fluctuating price 
level with which we have been faced for more than ten 
years, the position has been entirely different. Experience 
of the original cost basis has shown that replacements 
have not been fully provided for and that profits have been 
very much overstated. The effect in both directions has 
had serious repercussions, for in many cases fresh capital 
has had to be obtained to enable assets to be replaced and 
the inflated. profits have led to over-taxation as well as to’ 
general misconception about real earnings. These conse- 
quences should have clearly demonstrated the limitations 
of the old original cost convention and should have led the 
accountancy profession to take up a much more realistic 
Position on this important question. 
AN It is my hope that by the wider use in appropriate cases 
of the newer and more realistic conventions, the time will 
not be far distant when they will become common practice. 


No Par Value Shares ~ 
A few words on the report of the Gedge Committee on 
No Par Value Shares. You may remember that the Council 
of the Society submitted a memorandum to that Committee, 
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the effect of which was to indicate that there appeared to be 
little or no demand from our members for the introduction 
of such shares. Such evidence as we were able to get from 
countries where no par value shares are permitted did not. 
seem particularly conclusive in favour of them. I personally 
feel that our existing system is generally well understood and 
works smoothly and well, although I agree that in certain 
quarters there are misconceptions about the ownership and. 
the nature of undistributed profits, Even if no par value 
shares are eventually authorized, I .still think it most 
desirable that something more should be done to create a 
better appreciation of the part played by undistributed 
profits in the capital structure of an undertaking. 

These undistributed profits have in most cases been Fonda 
and have,.in fact, become capital because the requirements 
of the business prevent their release as income. ‘The nature 
of such profits is in no way altered whether they remain as 
undistributed profits or whether shares are issued in respect 
of them, except that in the latter case the profits are 
formally and legally frozen as capital. In such circum- 
stances, the issue of these shares is in no way a ‘bonus’ as 
the name which is sometimes attached to these shares 
seems to indicate. The procedure does not alter a share- 
holder’s interest in the company, it merely expresses his. 
interest in more units than before. 

I therefore welcome the decision of the Stock Exchange 
to avoid the use of the word ‘bonus’ in this connection, 
though I would personally prefer ‘scrip issue’ to the term 
‘capitalization issue’ now used by the Stock Exchange. 


Estate Duty 


Here again the Council of the Society submitted a memo- 
randum to and at the request of the Board of Inland Revenue 
in connection with the Chancellor of the Exchequer’s 
review of anomalies in estate duty. Particular reference was 
made to the hardships and inequities arising from the 
operation of Section 55 of the Finance Act, 1940. It is 
satisfactory to see that the Chancellor in his Budget has 
appreciated to a limited extent these hardships and has 
gone some way in alleviating them, but possibly not in the 
most desirable direction. At the same time, much hardship 
and many difficulties, particularly regarding the valuation 
of shares, still remain and it is unfortunate that he has not 
seen fit to accept our submission and set up some appeal 


. procedure similar to that of the Special Commissioners in 


income tax appeals. The valuation of shares without a clear 
market value will remain a major problemi and it is hardly 
just that appeal rights should be exercised only through the 
Courts, which often places an appellant at a disadvantage 
because of the cost. 

It is well to remember that many estate duty claims fall 
heavily on capital usefully employed and urgently required 
in business. The drain on such capital resources to meet 
purely current national expenditure is a matter of public 
concern. So long as our economy depends so largely upon 
the family business and the smaller developing business, it 
surely is most unwise to face themn with the possibility of 
liquidation to meet the heavy estate duties. Even if they 
avoid liquidation, the advance steps that must be taken to 
ensure that they avoid it place severe restriction on their 
growth and vitality. 

Current direct taxation is substantially removing the 
saving margin of this generation and estate duties are 
insidiously eating into the savings of previous generations. 
There is much here to give food for the most anxious 
thought. 


: ‘Taxation 


Demands are being heard on many sides for a simplifica- 
tion of the taxation laws, which have become so complex 
that ordinary taxpayers are left quite helpless in the maze 
of statutes, forms, rules and regulations. Such a state of 
affairs cannot be accepted as a matter of course and surely 
positive action is called for to maintain continuously ‘some 
reasonable simplification. The root of the difficulty is of 
course the penal rate of taxation, which magnifies so seriously 
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minor inequalities. Efforts are naturally made from time to 
time to iron out these innumerable inequalities by amending 
provisions to existing legislation, and so the complexity is 
being continuously increased. The harshness of direct 
taxation is bad enough, but when undue complexity of the 
taxing provisions and inquisitorial inquiries are added to 
the burden, there is little wonder that the taxpayer is 
bewildered, uneasy and resentful. 

_ The basic answer to the problem is obviously a substan- 
tial reduction in direct taxation, which in turn would 
remove the need for many of these constant refining 
provisions. 

There has already been too long a delay in grasping 
firmly the problem of reducing the present high rate of 
direct taxation with its grave repercussions on commercial 
and industrial prosperity and upon capital savings and 
incentive. 

The death-watch beetle eating into the fabric of national 
prosperity and security is undoubtedly the insidious and 
practically uncontrolled growth in national expenditure. 
For some years, national expenditure has exceeded the 
prudent spendable proportion of the national income, and 
this year sees a still further estimated rise in expenditure 
of more than {250 million over last year. Indeed, national 
expenditure has risen by over £1,250 million since 1950-51. 
The estimated amount for 1954-55 is £4,522 million, easily 
a peacetime record, and this figure, together with amounts 
expended by local authorities mainly at the direction of 
the Government, is absorbing something in the region of 
40 per cent of the national income. This must be nearly 
exhausting the full taxable capacity of the country with 
little taxable capacity left in reserve for emergencies. There 
is much in these reflections to cause grave alarm at the 
apparent complacency with which this dangerous situation 
is being accepted. 

One of the country’s great needs is capital formation, and 
we have been fortunate in our heritage of exceptional capital 
resources from previous generations, but they need to be 
substantially supplemented to maintain - efficiency and 
living standards, and that can come only by curtailing our 
current expenditure in such a way as will leave adequate 
saving margins. We have not been doing just that for some 
time, although there is evidence of improvement during the 
past two years. This improvement, however, does not 
materially reduce the anxiety about the serious inadequacy 
of the flow of funds from savings for investment in business. 
In fact, too little of our present limited savings are already 
being directed to business for investment in productive 
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assets. The investment allowance proposed by the Chan- 
cellor is an encouraging pointer to a better understanding of 
the importance of redressing the present position. 

There is great need for action to bring national spendi 
within our available means by a more effective control of 
national expenditure and to this end stringent limits shoul 
be set for departmental spending. It is almost common- 
place to hear comments about the extravagant and wasteful 
administration in Government departments and the im- 
pression is fairly widespread that the machinery of Govern- 
ment has become too unwieldy to control. The minds of 
responsible people are seriously concerned about the 
apparent failure to cope with this urgent problem. 

It would seem fairly obvious that an independent 
investigation into the set-up and administration of Govern- 
ment departments, particularly those created or substan- 
tially enlarged in recent years, is much overdue. 

The trend of our present financial policy whereby the 
Government are apparently appropriating to themselves 
the right to spend the earnings of the individuals must 
surely be a dangerous interference with the liberty of the 
subject. aw 

The all-too-ready acceptance of the view that the Govern- 
ment can tax at will is to be deplored, and can only result" 
in the loss of rightful individual freedom. With great 
respect, I suggest that the Government have for the past 
few years been gravely interfering with the liberty of the 
subject by taxation demands for objectives which are the 
business of the individual. As Senator Edward A. McGuire 
so wisely said in a paper read at our Dublin Conference in 
Lost 

ae ‘The Christian concept insists upon the intrinsic worth 
and sacredness of the human individual~ man is a person, 
not a machine, with an immortal sou] and a natural right to 


individual freedom which endows him with personal initiative 
and responsibility.’ 


The President concluded by expressing his gratitude to 
his colleagues on the Council for theirenc ouragement and 
support; to the Vice-President, Mr Bertram Nelson; to 
the Secretary of the Society, Mr Craig; to the Deputy 
Secretary, Mr Evan-Jones; and to Mrs Duncalf. 

The report and accounts were adopted. 

The President then presented the Gold Medal for 1953 
to Mr John Derrick Hender, a bye-law candidate with the 
City Treasurer’s Department, Coventry, and the Silve 
Medal for 1953 to Mr Donald Frederick McPhee, an articled 
clerk of Mr Alan Wood, of Messrs H. Lomax & Co, 
Manchester. 


ELECTION OF MEMBERS OF THE COUNCIL 


‘THE PRESIDENT: We come now to the election of members 
of the Council. As members will have seen from the report, 
there are eleven members of the Council who retire under 
the provisions of Article 49, and offer themselves for re- 
election; in addition, there are two members who were 
appointed to fill casual vacancies under the provisions of 
Article 48 and who offer themselves for formal election at 
this meeting; and pursuant to the provisions of Article 55, 
Mr Yates Lloyd has been nominated by six members of the 
Manchester District Society for election to fill the vacancy 
causéd by the resignation of Mr Henry Smith in December 
1952, while the Council has pursuant to the provisions of 
the same article unanimously recommended Mr William 
‘Thomas Manning for election to fill this vacancy. 
The Council have been advised that each of these three 
‘categories should be dealt with separately, and accordingly 
appropriate resolutions will be submitted to the members 
dealing first with the re-election of the members of the 
. Council retiring under the provisions of Article 49; secondly 
with the election of the two members of Council who were 
appointed under Article 48 to fill the casual vacancies; 
and thirdly with the election of a member to fill the vacancy 
caused by the resignation of Mr Henry Smith. 
Therefore, I come to the election of retiring members of 


the Council and I will ask Mr Wilson Bartlett to move the 
resolution. . 

Mr WILson BartT.ett: There are eleven members of the 
Council retiring and they all offer themselves for re-election. 
I am first going to propose a resolution that we should take 
those eleven names collectively. If there are any objections 
to that resolution, it will fall to my lot to propose eleven 
names separately. So it will be up to you to decide which 
method is adopted. I therefore beg to propose that the re- 
election of the eleven Council members who retire in 
accordance with the provisions of Article 49 be dealt with 
in one composite resolution. 

Mr Hucs O. Jounson: I beg to second that resolution. 

(The motion that ae eleven retiring Council members be 

re-elected was carried.) 

Mr WItson BARTLETT: It now falls to my lot to propo 
that each of the retiring members of the Council who retire 
in accordance with the provisions of Article 49, namely, 
Frederick Vernon Arnold, Hedley John Bicker, Henry 
Brown, Edward Cassleton Elliott, Cecil Aubrey Gist 
Hewson, Frederick Arthur Prior, Phyllis Elizabeth Marie 
Ridgway, Robert Edward Starkie, Joseph Stephenson, 
Arthur SE Walkey and Richard Alfred Witty, be 
re-electe 





It costs you less 


When you next take a trip out in your car, remember that 
what finally decides how far you will go on a gallon of fuel 
is—how much energy Nature has put into that fuel. Into 
every drop of Benzole, distilled from yet another national 
heritage, British coal, Nature has packed more energy —more 
potential mileage—than there is in petrol. Thus Benzole, blen- 
qed with high-grade petrol, as it is in National Benzole 
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Mixture, cannot and does not fail to 
give you more milesper gallon. With . 
plenty of very good petrols to choose 
from, experienced motorists still pre- 
fer National Benzole Mixture. For all 
engines—new, old, large, small— 

Benzole makes good petrol better. = 








BENZO LEI 
és BETTER! 


N.B.4RRI, 


National Benzole Co, Limited, Wellington House, Buckingham Gate, London, SW1 (The distributing organisation onned and entirely controlled by Ve of British Benzole}- 


eu THE ACCOUNTANT June 5th, 1954 


40/- 


per cent per annum 
COMPOUND 









The | 
Charterhouse 
Group 


Provides Finance 


for Industry — 


is the reversionary bonus declared for the 
five years 1949-53 by the Scottish Widows’ 
Fund—a striking addition to the ‘Unique 
Record’. 

For particulars of how you may become 
a member of this vigorous profit-sharing 





Society write to 


SCOTTISH WIDOWS? 
FUND 


Head Office: 9 St, Andrew Square, Edinburgh 2 
London Offices : ` 


28 Cornhill, E.C.3 17 Waterloo Place, S.W.1 


descriptive booklet from 
[5 St Swithin’s Lane 
London, EC4 


Central 0454 








By far the best 
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© SCOTTISH AMICABLE LIFE ASSURANCE SOCIETY 


HEAD OFFICE: ; LONDON OFFICE: 
85 ST VINCENT PLACE & 17 TOKENHOUSE YARD 
GLASGOW, CL. LONDON, EC2. 


way to simplify the problem 
of providing for your personal 
pension is to consult the 


specialists .. — 


@ ‘On the spot’ service is provided by 88 Branch and Local Offices, whose 
locations may be obtained from either of the above addresses. 
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Mr Hucu O. Jounson: I beg to second that resolution. 

(The resolution was carried.) 
~ Mr T. H. NicHo son: It is with much pleasure that I 
move the following resolution: That Mr J. A. Jackson, 

ellow, London, who was appointed as a member of the 
Council under the provisions of Article 48 to fill the vacancy 
caused by the death of Sir Thomas Keens and who held 
office until this meeting, be and is hereby elected a member 
of the Council. ; 

For the benefit of those who do not perhaps know Mr 
Jackson as wel] as I do, I would just tell you that he 1s a 
practising member of forty-eight years of age; he is a Past- 
President of the London and District Society, a member of 
the Incorporated Accountants Research Committee; he was 
a Society examiner for six years from 1947 to 1953; he has 
visited frequently the provincial societies and lectured to 
them and has prepared and read papers at many of our 
courses. He was particularly active in the refresher courses 
which were established at the end of the war for the benefit 
of incorporated accountants who were retuming from the 
Forces. His nomination is unanimously supported by the 
ondon and District Society. It is with great confidence 
that I recommend his election to you. 

Mr Manuony: It is with great pleasure and confidence 
that I second this resolution. I have worked with Mr 


Jackson on the London District Society for a number of ` 


years and I am quite confident that the Council could not 
have made a better choice. 

(The resolution was carried.) 

Mr L. C. Hawkins: I am quite sure I need not emphasize 
to any of you the important part which the accountant is 
playing in the management of industrial enterprises today, 
nor the necessity for the Society to play its full part tn the 
development of new techniques which almost daily are 
coming into being. For this reason, and speaking as one 
.who has followed his profession in industry for twenty-five 
years, it gives me very great pleasure.to be able to propose 
to you the name of another man who is working in industry 
as a member of the Council. 

Mr Edwards, as I expect you know, has had an illustrious 
career in a progressive industrial concern here in London. 
Many of you will remember the informative address which 
he gave to us on budgetary control at Balliol a year or two 
ago and I shall be very glad to have the support of another 
industrialist on the Council. With that, if I may, I will 
put the resolution in formal terms. I propose to you that 
Mr W. F. Edwards, Fellow, London, who was appointed 
as a member of the Council under the provisions of Article 
48 to fill the vacancy caused by the death of Sir Arthur 
Middleton and who held office until this meeting, be and 
is hereby elected a member of the Council. 

Mr S. L. PLEAsANcE: Having worked with Mr Edwards 
on the London District Society, I have pleasure in seconding 
the proposal. 

(The resolution was carried.) 

‘THE PRESIDENT: Now we come to the third category. 
Members will recall that this vacancy was not filled at the 
annual general meeting held in May of last year and that 
the candidature of Mr Yates Lloyd, Fellow, Manchester, 
who was nominated under the provisions of Article 55 by 
six members of the Manchester District Society, was 
withdrawn by him and his nominators at that meeting on 
my assurance that the vacancy would not be filled before 
this present meeting. 

As is stated in the annual report,! Mr Yates Lloyd has 
again been nominated by six members of the Manchester 
District Society to fill this vacancy and the Council has 
unanimously recommended the election of Mr William 
Thomas Manning, m.c., Fellow, Leicester, to fill the 
Vacancy. In the result there are two candidates for one 
vacancy and the members will be asked to vote in favour 
of which of the two candidates they support. 

I accordingly propose to move a resolution in the 
following terms: That Mr Charles Yates Lloyd, Fellow, 
Manchester, and Mr William Thomas Manning, Fellow, 


1 Reproduced in The Accountant dated May 22nd, 1954. 
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Leicester, having both been nominated as candidates to 
fill the vacancy on the Council caused by the resignation of 
Mr Henry Smith, Fellow, Manchester, in December 1952, 
such vacancy be filled by the election.to the Council of the 
candidate in whose favour the greater number of votes 
shall be cast. 

I shall ask the Vice-President to second this resolution 
and members will then be invited to put forward any 
views which they wish to express and to ask any questions 
which I will endeavour to answer. I then propose taking 
the names of the candidates in alphabetical order. I will 
first put forward the name of Mr Lloyd and the members 
who support his election will be asked to indicate in the 
usual way by raising their hands. The hands so raised will 
then be counted and the number of votes announced, after 
which I will put forward the name of Mr Manning. Those 
members who favour his election will be asked to indicate 
in the usual way by raising their hands. The votes so 
recorded in favour of Mr Manning will be counted and 
the result announced and, subject to any demand for a 
poll being duly made, the candidate who rece‘ves the 
greater number of votes will be declared elected to fill the 
vacancy. 

I now beg formally to move the resolution in the terms 
which I have just read out. 

‘THE VICE-PRESIDENT: I beg to second the resolution. ` ` 

THE PRESIDENT: The resolution in the terms you have 
heard has been proposed and seconded and now I would 
like Sir Richard Yeabsley to address the meeting. 

Mr Eaves: May I object? I would like to have the pleasure 
of moving that Mr Charles Yates Lloyd be appointed a 
member of the Council. 

‘THE PRESIDENT: We are not doing anything about that; 


_ we are only dealing with the procedure here. It is only a 


matter of procedure; it is nothing more than that. You will 
get a chance later. I do not want to deny you any oppor- 
tunity of speaking. 

Sir RICHARD YEABSLEY: I greatly appreciate the oppor- 
tunity afforded me of saying a few words to you on this 
matter. At the meeting last year the President made it 
abundantly clear that the attitude of the Council was based 


solely on an important question of principle. It has never--—- 


been accepted that each district society has an automatic 
right to one or more seats on the Council. The fundamental 


. principle underlying every recommendation made by the 


Council in the past as regards the filling of Council vacancies 
has been and in my view must most necessarily be so that 
the Society requires the services on its Council of the best 
men available, irrespective of their place of business or 
residence. 

The Council do, however, pay regard as far as is practic- 
able to recommending the election of members from as 
many district societies as possible; but so long as the funda- 
mental principle which I have mentioned is observed there 
will always be a few district societies — not always the same 
ones ~ which do not provide a Council member. At present 
Manchester and four other district societies are in this 
position, but J would observe that four Council members 
come from Lancashire. 


As a practical illustration of the point I am seeking to 
make, I would remind you that our President was elected 
to the Council on the retirement of a member who belonged 
to the South of England District Society. In the same year 
too, Mr Prior was elected to fill a seat vacated by a member 
of the Manchester District Society and Sir Frederick Alban 
succeeded a member who belonged to the Liverpool District 
Society. There are other similar instances which could be 
quoted. ` 

I must now make one point about the circular recently 
issued to members in the United Kingdom and Ireland by 
six members of the Manchester District Society. It was 
stated in that circular that the course adopted by the 
Council represented an attempt to deprive the members of 
their right to choose freely their own representatives. I 
would again emphasize, on behalf of the Council, that this 
is entirely misleading and inaccurate. 
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Under the articles the Council have a right to recommend 
a member for election to membership of the Council and; 
in turn, any six or more members have a right to nominate 
a candidate of their choice. In the present circumstances 
both rights have been exercised strictly in accordance with 
the Society’s regulations but the decision on which candi- 
date is to be elected rests, and must always ultimately rest, 
solely with the members themselves. (Applause.) 

Mr Eaves: May I say that I do not mind in the least how 
` the voting goes so long as the Council and the members 
here understand our point of view? 

To link you up with the position in respect of this 
nomination as we left it at our last annual general meeting, 
I would remind you that under considerable pressure, my 
seconder and I and Mr Lloyd himself agreed to the with- 
drawal of the’nomination and the President on behalf of 
the Council agreed not to fill the vacancy up to this meet- 
ing in order to provide time for further consideration 
and for negotiations. 

The fact that the matter is again before you for settle- 
ment would indicate that such consideration and negotia- 
tions proved of no avail. Indeed, because the Council on 
two occasions issued notices to all members asking them 
to oppose our nomination, and because, upon the con- 
clusion of our negotiations we were told on behalf of the 
Council that if we persisted in our nomination it would be 
opposed by the Council with all the power at its command, 
we were left with no alternative but to state our case by 
letter to all members in the British Isles and to ask for their 
support. I would like to thank those members who have 
done this. l à 

The cleavage today is unfortunately sharper than it was 
twelve months ago, which we regret, for we would far 
rather have followed the course we then followed in spite 
of the Council ’s first provocative letter, that of coming to 
you to plead our case in annual meeting, leaving you to 
provide us with a decision. By reason of the Council’s 
attitude and actions in connection with our nomination, 
the issues before you have become deeper than those which 
would normally be for you to resolve, that is, as to which 
of these two candidates is the better man for the job. In 
my view, in deciding for whom to vote, you will now have 
to take such issues into account before anything else. 

There are three of them in all — two being the principles 
enunciated by the President last year and invoked by him 
then on behalf of the Council as reasons why you should 
vote against Lloyd, and one which I shall now set before 
you shortly as an outstanding and vital reason why you 
should now vote against Mr Manning. 

‘The first of the -principles upon which the Council 
relied — and I quote precisely from the printed words ~ is: 


‘that members of the Council are not delegates of any par- 
ticular district society and the responsibility of members of 
the Council is to the whole body of members’. 


-I wish the other principles could be disposed of in as 
few words as this one. 

- I and my fellow nominators and Mr Lloyd himself, not 
only agree with it but have never thought otherwise, so it 
becomes in fact a very good reason why you should cast 
your vote for Lloyd. 

The second principle upon which the Council rely is 
that-since no district society has a right to direct representa- 
tion on the Council, vacancies on the Council should be 
filled by the best men available, irrespective of their place 
of business or residence. This declaration has been turned 
down since then, for mm a memorandum recently prepared 
for the Council by a committee nominated by it for the 
purpose of considering the constitution of the Council 
and the method of election thereto — which I understand 
has been submitted to and is under consideration by district 
societies — it is stated under the heading of ‘Procedure 
hitherto adopted in filling Council vacancies’, that although 
regard should be paid whenever practicable to the election 
to the Council of members from as many district societies 
as possible, the Council requires the services of the best 
men available. d 
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Summarizing those claims upon a -Council vacancy 
arising in the past, the Council’s first requirement was that 
it should be filled by the best man, and only if the district 
concerned with the vacancy could provide such a best man 
did it retain the seat. In other words, there was a country 
wide review of the available talent upon the occasion~ 
each vacancy. That is clearly what this statement means. 
In our letter to members we stated: 


‘It has long been a tradition and the practice of our Society 
that its Council should be fully representative of its branches. 
During the past twenty years there have arisen thirty-four 
vacancies which have been filled; of these, twenty-three have 
been by a branch member succeeding a branch member. Of 
‘the remaining eleven, where district changes were made five 
were subsequently restored, making twenty-eight out of 
thirty-four filled in this manner.’ 


Sir Richard Yeabsley has just given you three or four of 
the odd six. I am not going to trouble to read the twenty- 
eight. In the last five years seven out of eight have been 
so filled. That is what we ‘say has been the established 
practice of our Society, and nothing speaks more eloquently 
in support of our version than the history of the seat which 
is about to be filled. ~~ 

It is for you to decide which of us is correct. Those of 
you who are branch officers, or who have been branch 
officers, know the answers already. Those of you‘'who do 
not know can readily find out from your branch officers. 

Why do I consider it to be necessary for you to reach a 
decision upon that issue and take the thing into account in 
casting your vote? A Society like ours functions not merely 
upon cold logic but also upon tradition, custom and prac- 
tice built up over the years of its existence. Once a tradition, 
custom or practice is established and recognized as part of 
our organization it forms a section of the code under which 
we operate and annual election by you in general meeting 
must continue to be extended to members affected thereby. 
To that extent, and that extent only, and not of legal right, 
we claim a special interest in this vacant seat. , 

Having ‘dealt with the two principles invoked by ‘the 
Council against Lloyd, I will now ‘submit to you what I 
consider to be the most important principle of all and which 
in my view is‘on the point of being violated by the Council: 
There is no need for me once more to cover the whole of 
the story of our nomination of Lloyd from the time the 
vacancy was an occasional one, but only from the point at, 
which we nominated him under Article 55 for submissiosr~ 
to you in annual meeting. Article 55 reads: Eë 

‘A member, not being a retiring member of Council, shall 
not, unless recommended by the Council for election, bè 
qualified to be elected a member of Council, unless notice in 
writing be given to the secretary not less than fourteen days 
nor more than two months before the day for election by :six 
members qualified to vote for such election, of their willingness 
to propose such person for election.’ 

Thus we have it that the door to Council membership is 
closed to members not recommended by the Council 
except, firstly, in the case of retiring members: offering 
themselves for re-election, ‘or, secondly, in the case of a 
nomination to you in general meeting under Article 55 by 
any six members. Therefore we were entitled to make such 
a nomination unfettered by the need to have the recom- 
mendation of the Council in our nominee’s favour, but 
what earthly use is that as a free nomination if the Council 
reserves for itself the right to recommend you to vote 
against it? Is that not utterly destroying the true intent of 
this article which stipulates freedom of nomination by 
members for submission direct to you -without interference 
by anyone at any stage? = 

Do the members of the Council feel that they must now’; 
control this essential right of yours because you have los 
the ability to judge for yourselves‘who will best serve your 
interests on the Council, that judgment you have exercised 
in putting and maintaining them in office? If our nomina- 
tion had been allowed to come through to you unfettered 
by this attitude and action of the Council and had a fair 
hearing, you could have said: ‘No, thank you, we prefer 
someone else.’ We would have been content but we are 


4 


June Sch, 1954 


not prepared to let any matter submitted to you for your 
decision be decided or interfered with beforehand by the 
Council or anyone else without the strongest possible 
rotest. i 
“_]f you support the Council now it will take the same 
course in future in respect of a nomination by you or any 
of you under Article 55 of a member of whom you think 
highly but who may not be considered by it, and it only, 
to be in the ‘best man’ class. Membership of the Council 
would thus in future be restricted to Council nominees, 
which, in fact, is how Mr Manning appears before you 


today. You might as well expunge Article 55 from our 


record unless you are prepared to go cap in hand to the 
Council and ask, Please can you nominate someone selected 
by it? 

We believe the high prestige which our Society enjoys 
today has been greatly improved by the long-established 
district representation. It must not be discarded, amended 
or replaced without your prior approval. The power of 
veto which the Council now seeks to obtain for itself is 
contrary to the representative control reserved to members 

ly. Article 61, which says: 


“The Council shall, subject to.the control of general meetings 
(but not so as to render invalid any act done by the Council 
before the resolution of a general meeting) conduct and 
manage all the business and affairs of the Society.’ 


Therefore such power of veto is not in the best interests 
of the Society. 

We believe that we must preserve inviolate and vn- 
restricted the basic right of ordinary members to control 
election to the Council. We therefore ask you to support 
our nomination. In nominating Mr Lloyd for election to 
the Council, my fellow nominators and I have had only the 
interests of the members of the Society in mind. We com- 
mend him to you as a man of the highest standing and 
integrity with a remarkable record of service to the Society 
and with wide professional, industrial and civic experience 
which amply qualifies him to serve your interests on the 
Council. 

I ask you to vote freely and in accordance with your own 
judgment and not to allow any outside pressure to affect 
your decision. May I remind the Council, in the words 
just used by the President, that man is a person, not a 
machine, with an immortal soul and a natural right to 

“tndividual freedom which endows him with personal 
initiative and responsibility. 

I have pleasure in proposing Mr Charles Yates Lloyd, 
Fellow, Manchester, be elected a member of the Council. 

I do not mind how the vote 1s taken so long as you know 
what our case is. 

‘THE PRESIDENT: I am sure some of you would like to take 
part in this discussion. 

Mr V. A. Be: May I second the resolution? 

THE PRESIDENT: The resolution has been proposed and 
seconded, 

Mr De: I support Mr Charles Yates Lloyd. I merely 
endorse everything which my predecessor Mr Eaves has 
said. If you elect Mr Lloyd you will have a worthy member 
of the Council who will act for the good of the Society as 
a whole. i i 

Mr P. N. Wa tis: I cannot help feeling that our friends 
from Manchester are rather talking a lot of high-faluting 
stuff about democracy and I feel that if their particular 
nominee had happened to be a Yorkshireman they would 
have taken quite a different view. It does not seem to matter 
whether he is a Manchester man or anyone else. I feel 

“the thing has been terribly confused by issues which were 
„nothing to do with this and it is really a question of whether 
kee think the Council know what they are doing in nominat- 
‘ing these people or not. 
' Mr Moors: May I, as a Yorkshireman, say that I do not 
agree with that? You, Mr President, told the district 
societies on February 19th this year~and I am quoting 
from your own memorandum: 
“The Council have been conscious for some time that the 
present method of nominating members of the Council did 
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not seem to carry the confidence of the genéral body of 
, members,’ d 


I think that is putting it mildly. It is this method of nominat- 
ing that has brought us to the present strife. Why is that? 
I think it is because it is secretive, obscure and unworthy. 
Stripped of all its detail, the fundamental issue, as Mr 
Eaves has told you, is: have the district societies the right 
to nominate.a member under. this rule or have six members 
that right, or have they to say that only a person who is 
nominated by the Council shall be elected? ` i 

Are they to be faced with the threat, as they are today, 
that if they nominate their own member in the way that the 
rule lays down — and it is only the right to- nominate him 
that they ask for and not the right to elect him ~ that a 
candidate will be run in opposition? The Council have 
made it clear that this is in fact going to be the case. 

If Manchester loses this vote today, we are going to have 
a disunited and broken Society. We do not stand at the 
moment with all the difficulties about registration that you 
have mentioned, in a very, very strong position. If we fall 
to internal bickering and strife, our influence in the profes- 
sion and our influence in the nation will be weakened. 


Manchester is our oldest and our largest district society, 
apart from London. Within twenty-five miles of the Royal 
Exchange at Manchester there live and work four million 
people. It is not only one of the leading commercial centres 
of Britain but it is one of the leading commercial centres 
of the world, and if the Council have their way it will have 
no representative at their table. Such cannot be in the 
interests of the profession, nor is it in the interests of our 
Society. 

I appeal to the Council before it is too late and this is 
carried to a vote, to listen to the voice of Manchester, 
who have proposed a man who is in no way unfitted for 
the office. On the Council’s word we have it that he is in 
every way worthy. If Manchester were defeated today, and 
it is merely the accident of history that they are in this 
position, some other district society will have this burden 
in a short time. Manchester is England’s fourth largest 
city, and the City of Shefhield, which I represent, is the 
fifth. We shall not be prepared, if the day ever comes when 
we are in this position, to find ourselves by-passed, for 
the interests of the districts must be maintained if the 
Society is to function as a nation-wide body. 

Manchester are, therefore, fellow members of the 


‘Society, appealing for your support, not for themselves 


but for you all. Their interest is your interest, and if they 
are defeated we shall have a broken and disunited Society. 
We are all of us indebted to Mr Yates Lloyd for under- 


‘going what rnust be, looked at from any standard, a severe 


ordeal. (Hear, hear.) May his efforts prove, as in the days 
of old, that what ‘Manchester thinks today England will 
think tomorrow. 

Mr S. B. Swinsourne: I do not want to get involved in 
the war of the roses. I happen to be a Fellow of London 
but on this question that has arisen this year I would like 
to seek some guidance from you in the form of a question 
with regard to how this matter arose. How was it deferred 
from last year? A vacancy arose, according to the paper 
before us, in December 1952. The annual general meeting 
was in 1953 and I can see no reason whatsoever why by 
that time the vacancy should not have been properly filled. 

‘There was in the first instance a nomination properly 
put forward by six members of the Manchester District 
and they were persuaded to withdraw it, but in any case 
surely our Council by that time, out of the ranks of very 
fine men we have in the Society, should themselves have 
found a candidate by May 1953? Even if it had been in 
competition with Manchester at that time, there could have 
been a vote on it. Can you therefore tell us why the Council 
themselves did not have any nomination to put forward to 
us to decide upon and why they preferred it to be deferred 
for another year, leaving us with a vacancy without any 
real reason so far as we know? i 

THE PRESIDENT: Certainly I can tell you. The simple 
history of that was that a few months before we thought it 
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"better to consult with the district societies as to the suitable 
candidates for election to the Council, and, as the secretaries 
and presidents of the district societies know, we communi- 
cated with them. A number had not completed their names 
and sent them in to us and at that point we decided it 
would be far better to have the whole list here and review 
the whole situation, and that is exactly why no name was 
put forward last year. 

The amazing thing to me is that we have left it to an 
annual general meeting of members, and that, apparently, 
is a cause for complaint. The Council have not filled it. 
I should have thought that that was thoroughly satisfactory 
from everybody’s point of view. 

Mr Swinsourne: Thank you. I thought that ought to 
be known. 

Mr EpcGEPARTINGTON: When I came to this meeting this 
afternoon I certainly had no intention of getting up to 
speak. As a young member, I feel very frightened in doing 
so, but it does seem to me to be a very important question 
of precedent to be decided here. A member from Man- 
chester, who spoke very fast and I found very difficult 
to follow, seemed to claim that Mr Yates Lloyd should 
be elected as a matter of precedent, and he quoted vari- 
ous figures to show that that had been the custom in the 
past. 

I want to suggest that that is a very dangerous precedent 
to establish and that if Mr Yates Lloyd is elected today, 
that precedent will undoubtedly have been established. As 
ordinary members of the Society, it is difficult for us to 
know who is the best member.to be elected to the Council, 
and I think it only right that we should be guided by the 
present members of the Council, particularly the President 
himself, who travels round the country and meets a great 
many people. 

As I understand it from what the President has said, if 
this precedent is established there will be three other 
districts besides Manchester who will never have a right to 
a member on the Council at all in the future. Although I 
know neither Mr Yates Lloyd nor Mr Manning, because of 
this question of principle which is involved I call upon 
fellow members to vote in favour of Mr Manning. 

Mr Hares: May I ask a question? I would merely like 
to know whether Mr William Harcourt Fox, a member of 
the Council for Northampton, is in fact a member of the 
Leicestershire and Northamptonshire District Society, the 
same Society as that of the Council’s nominee for this post? 

THe PRESIDENT: He is in fact, although, of course, he is 
on the Northampton side. 

I have been reflecting. I do not want to take any side 
about this because I want to leave it to the members at 
this annual general meeting, but you know we have the 
President and the Secretary of the Newcastle District 
Society here. I belong to that Society but I actually live 
in Middlesbrough, which is forty miles away. I have been 
on the Council for nearly twenty years. I am supposed to 
be the Newcastle representative. I take it that somebody 
could turn round and say: ‘That is all very well, but 
Newcastle should have one of their own representatives 
coming from Newcastle.’ It is a very difficult question. 

Mr K. R. STANLEY: Could we know if it has proved 
impossible to have this matter left over until after to- 
morrow’s district society conference at which we are to 
discuss the principle involved in some detail? 


THe PRESIDENT: I think, with very great respect and every 
anxiety to try and see a settlement in this matter, I cannot 
quite envisage how that would help us to clear the air. 
I wish I could. 

It seems that this is an issue clearly of principle. We do 
not agree with Mr Eaves that there is any personal feeling 
in it. We do not wish to generate any personal feeling 
because there is not any at all. As far as I am concerned, 
I hope I am on the best of terms with every member of the 
Manchester District Society. There is nothing of that kind 
involved here. It is a pure question of principle. 

Mr Eaves has quoted private documents and references 
to conversations, and so forth. I have had four or five 
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conversations, I have been up to Manchester on the same 
question and they have come down here during the last 
three or four months to try and reach a settlement which 
Mr Eaves mentioned. That is just the whole thing. It is a 
matter of principle. There is no compromise on a questio: 
of that sort. I think we should face the facts. 

We have got a clear, sharp-cut issue. Has the repre- 
sentation of the Council to come by way.of delegation from 
district societies? As I understand the situation, the District 
Society Committees themselves, by a very large majority, 
have said No, They have clearly said No to that question 
of principle. Therefore, if Manchester’s claim stands 
purely on that, Manchester should be represented straight 
from Manchester District Society, then all I can say to them 
is that about seventeen of the district societies oppose that 
on principle. That is exactly where the Council stand, They 
do not like the principle. They think it is a bad principle. 

There was another point mentioned to which I would 
like to refer. We are not only an English institution but we 
are a world-wide institution, We have 700 to 800 members 
in South Africa. Do not let us forget that we have members 
in Canada, Australia and India. We are an importarit 
organization outside the British Isles, so that we do not 
want really, if we can avoid it — I speak very modestly about 
this ~ to be too parochial on this question. 

Do let us have a big mind on this and try and get the best 
people on to the Council of the Society. It is a self-sacrific- 
ing job, ] can assure you, and a person has to be prepared 
to be self-effacing and to be self-sacrificing, but it does 
need the best the Society can give of its members on the 
Council. I can assure you about that. Do not let us have 
the feeling that we are an ordinary trade organization. I 
do appeal to you not to put it under that basis. We are a 
professional body, a body that has status. We have some- 
thing about us that needs a good deal of upholding. There- 
fore, without any disrespect to anybody, I submit to you 
that there is only one principle to stand on for the benefit 
of the members of this Society. We need the very best man 


.that we can possibiy find, and it is no easy job. I have had 


three years, as you know, going about, and it is very 
difficult to bring names and to say: ‘Well, here is an up and 
coming member of the Society. He has a position of 
responsibility, and so forth, and we want to keep our eye 
on him for future service in the Society.’, 

I would advise you to look to the future of the Society,— 
We are not high enough in our status by a long way yet 
and we need uplifting. We do not want to go down and 
down and lower the tone and get down to trade organiza- 
tions. We are a professional body. 

I appeal to you, as the President of the Society, to have 
faith in the Council, who have no personal interest whatso- 
ever in this particular matter. They have no axe to grind 
in any shape or form. It would have been so easy to have 
accepted the Manchester nomination. Look at the trouble, 
the worry and the time that would have saved. But principles 
are principles, and if you have a principle — and of course 
I come from Yorkshire — you have got to stand on it, even 
if vou fall down in the end. You must stand on what you 
believe. I believe we are on the right principle. Let us try 
as best we can to get the best man for the job. 

I will conclude by saying something which I think ought 
to have been put to you before. Mr Lloyd is fifty-three 
years of age. He has been a member of the Society for 
twenty-eight years; he has served on the Manchester 
District Society for twenty-three years, holding office of 
Honorary Treasurer in 1939, Honorary Secretary 1943-47, 
and since 1950; Vice-President from 1947-48; President, ` 
1949-50. Mr Lloyd was also a member of the Society’s } 
Research Committee for two years and he is in public: 
practice. 

Mr Manning is fifty-six years of age. He has been a 
member of the Society for thirty-one years. He has served 
on the Committee of the Leicester District Society since 
its formation in 1929 and was Honorary Secretary from 
1929-49, when he was elected President. He also is in 
public practice. 


June 5th, 1954 


If I may just stop there, may I now ask you if we can 
vote on this question? 

- Those in favour.of Mr Yates Lloyd please signify. 

hose in favour of Mr Manning please signify. The 

ber in favour of Mr Yates Lloyd is 62. Those in 
/favour of Mr Manning, 135. 

I therefore declare, subject to a demand for a poll, that 
Mr Manning is elected. 

Mr Eaves: I do demand a poll. 

THE PRESIDENT: You will put that into writing, please. 

Mr Eaves: Yes. 

THE PRESIDENT: And at the end of the meeting put it to 
the Secretary. May I say thank you very much for the nice 
way in which this discussion has proceeded? It could have 
gone so differently. There is one thing I have forgotten. 
Mr Eaves, you have demanded a poll. I assume you will 
carry out the formalities. You may also nominate three 
members to act as scrutineers. You may find it convenient 
to leave it to the secretary of the Society, which I should 
have thought was the easiest and best way of dealing with it. 

-~ Mr Eaves: We would agree to that. 

THe PRESIDENT: Thank you very much indeed. That 
makes it much easier. 

Mr Manony: May I ask whether the poll could be con- 
fined to England alone or to the British Isles? Must it be 
world-wide? _ 

Mr Norron: It must be all members. 

THE PRESIDENT: We now come to ‘District Societies’ 
Conference’. Pursuant to the provisions of Article 105, the 
Manchester District Society wish to submit a motion for 
consideration by members. 

Mr Det: The motion that I am putting forward on 
behalf of the Manchester Society is that a conference 
between the officers of branches and district societies and 
the Council shall be held on a date not less than three 
months prior to the annual general meeting in each year, 
and subject to this motion being duly carried, that the 
necessary steps be taken in due course to alter the articles 
ei association of the Society to include a provision to this 
effect. 

There are two points in this motion, the date and recog- 
nition of the district societies’ conference in the constitution 
of the Society. From here on, when I refer to ‘conference’ 

-4 shall mean the district societies’ conference. Conference 
performs a useful function in the interchange of ideas 
between the Council and those who are in close touch with 
members of every category in different parts of the country, 
and, upon occasion, points emerge therefrom which might 
with advantage be the subject of an official pronouncement 
of the Council or even of action at the next annual general 
meeting of the Society. The present date, which is the day 
after the annual general meeting, admittedly has the advant- 
age of saving travelling expenses, although in many cases 
this saving will be exceeded by additional hotel costs, but 
it has a great disadvantage, namely that if anything of 
importance arises that should be dealt with at the annual 
general meeting there is a hiatus of twelve months. 


As an example, the conference tomorrow is being used 
by the Council as a barometer to test the opinions of the 
districts upon the methods of nomination and election of 
its members. How very useful that would have been if it 
had been applied three months ago. 


On the second point I content myself by saying that it is 
desirable that a conference so well established and of such 
potential usefulness should now have a definite status by 

‘recognition in and the fixing of its date in the articles. I now 
formally propose the motion standing in our name. 
}-Mr Eaves: I second the motion. 

‘THE VICE-PRESIDENT: The suggestion made by the Man- 
chester District Society was discussed at a meeting of 
branch and district society representatives held at the Hall 
on February roth, 1954. The suggestion is also on the 
agenda for the district societies’ conference, to be held 
tomorrow (May 27th). The consensus of opinion at the 
February meeting was that the suggestion should not be 
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accepted because by synchronizing the dates of the two 
meetings a y representative attendance of provincial 
members could be ensured at the annual meeting. 

I would like to ask the sponsors of this resolution to 
withdraw their resolution today to enable its implications 
to be fully discussed tomorrow at thé district societies 
conference by the members who would be most affected by 
the proposal. Then, if need be, the proposition can be 
submitted to members at the annual general meeting next 
year with the recommendation of the district societies 
conference. 

THE PRESIDENT: Mr Bell, would you like to respond to 
the Vice-President’s appeal? 

Mr Bett: We will withdraw on that understanding. 

THE PRESIDENT: Thank you very much indeed. 

The resolution that the contribution of 250 guineas to the 
Westminster Abbey Appeal Fund be confirmed, was 
carried. 

The resolution that the contribution of 25 guineas to 
London House be confirmed was carried. 


The resolution that the fee of Mr Stanley I. Wallis, 
Incorporated Accountant, Nottingham, who was willing 
to continue in office as auditor for a further year, be fixed 
at 100 guineas for such year, travelling expenses to be paid 
in addition, was carried. Also the resolution that the fee of 
Mr James A. Allen, Incorporated Accountant, London, 
who was willing to continue in office as auditor for a further 
year, be fixed at 100 guineas for such year. A warm vote of 
thanks to Mr Wallis and Mr Allen was coupled with 
these resolutions. 

Mr Cass_eTon Ex.iotr: Before many of the members 
leave I should like, as the Senior Past-President, to propose 
a very cordial vote of thanks to Mr C. Percy Barrowcliff 
for his services to the Society over the past three years. 
Mr Barrowcliff undertook to serve—and I use the term 
advisedly — a further year of hard labour because our Vice- 
President was not quite ready to take his place. You must 
understand that it ts absolutely essential for the President of 
this Society to visit the various functions occasionally with 
his wife. This has been a full-time job for Mr Barrowcliff, 
living as he does away in the wilds of Yorkshire and 
having to come to London so often that he has really not 
been able to devote much time and attention to his business. 
But I understand from him that it is progressing satis- 
factorily and I hope, when he gets back to it, he will find 
that so much work has been delegated to others that he will 
be able to take a real holiday, which he does deserve. 
(Hear, hear.) 

He has given us a very interesting address. He has 
referred to various paragraphs. He has covered the ground 
very widely and I think you will agree that this afternoon 
he has conducted this meeting in a very able and friendly 
manner, (Hear, hear.) I ask you without more ado to pass 
a resolution as follows: 


‘That the: members of the Society of Incorporated Account- 
ants and Auditors in general meeting assembled tender to 
Mr C, Percy Barrowcliff, Fellow, their sincere and cordial 
thanks for his services as President of the Society from May 
23rd, 1951, until May 26th, 1954. They particularly desire to 
place on record their deep appreciation of his tireless and 
zealous work for the Society and their admiration at the manner 
in which he discharged with such distinction not only all his 
presidential duties but also those attaching to the office which 
he held of Vice-President of the Sixth International Congress 
on Accounting held in London in 1952. 


If you pass the resolution it will be suitably inscribed on 
vellum and presented to our President, Mr C. Percy 
Barrowcliff. Will you please signify in the usual way 
whether you agree or not? (Applause.) , 

Mr Eaves: I would like to second that resolution but you 
seem to have managed quite well without a seconder. 
Mr Barrowcliff has come down on the side of the best man 
policy in the debate we have just had but he is a supporter 
of the branch to which he belongs, because I remember on 
the occasion of my first presidential dinner the date clashed 
with the date of the Newcastle District Society meeting 
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and the President went to Newcastle and we had to put 
up with the Vice-President. I will second the vote of thanks 
with the greatest of pleasure. (Applause.) 

Mr Spoors: As the President of the Newcastle District 
Society may I say that we accept Mr Barrowcliff, in spite 
of his coming from Middlesbrough, to be one of our people? 
Therefore, we have looked with the greatest of delight on 
the honour he has brought to the Society, and to our district 
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in particular. I would like to add my thanks on behalf of 
his fellow members in the North of England. 

THe Presipent: Mr Cassleton Elliott, Mr Eaves and 
Mr Spoors, naturally I am greatly moved by what you hav 
said. I set off to do the best I could. If it has turned oul 
that way I am amply repaid. Thank you for all the kindnes 
I have had from our members. I shall never forget it. Thank 
you very much indeed. (Applause.) 


SIXTY-NINTH EXTRAORDINARY GENERAL MEETING 


The. sixty-ninth extraordinary general meeting of the 
Society of Incorporated Accountants and Auditors was 
held at Incorporated Accountants’ Hall, Temple Place, 
Victoria Embankment, London, WC2, on Wednesday, 
May 26th, 1954, with Mr C. Percy Barrowcliff, President, 
in the chair. 

THE PRESIDENT: Everybody has had a notice. I assume 
we may take that as read? (Agreed.) I do not propose to 
cover the ground in detail. I think paragraph (g) relates to 
the scholarship scheme to which reference 1s made in the 
report of the Council for 1953. The purpose of the scheme 
is to enable members or students to undertake or continue 
a course of study at a university or other educational 
establishment, either at home or overseas. As an experi- 
ment, the Council proposed initially that the value of each 
scholarship shall be {100 per annum for a period not 
exceeding three years and furthermore not more than three 
scholarships shall be current at the sarne time. 

The second part of Resolution 1 is directed to widening 
the scope of clause 4 of the memorandum of association 
which deals with the application of the Society’s income for 
the purpose of enabling members as well as students to be 
brought within the proposed scholarship scheme. 

‘Lhe purpose of Resolution 2, which is conditional upon 
the adoption of Resolutions 1 and 3, is to effect conse- 
quential alterations in the articles of association. ‘The first 
part of the resolution relates to,the interpretation clause in 
the articles of association and its object is to relate the 
definition of the Society to the new name which will if 
accepted apply thereafter. 

The second part of Resolution 2 is directed to extending 
Article 61 (k) so as to give the power to the Council to incur 
on behalf of the Society the expenditure of the scholar- 
ship’s scheme, but limiting the amount of any expenditure 
incurred in respect of scholarships granted to incorporated 
accountants. The Board of Trade has intimated that it will 
raise no objection to the proposed amendment of the 
Society’s memorandum of association, but in this connec- 
tion it is necessary that a limit should be imposed in regard 
to the value and the number of scholarships granted to 
members of the Society as opposed to students. 


Under the proposed extension of the terms of Article 61 
(h) the value of a scholarship granted to a member shall not 
exceed {£300 per annum and the number of scholarships so 
granted and current at any one time is not to exceed six 
without the prior approval of the Board of Trade. These, 
however, shall be regarded purely, and I emphasize 
‘purely’, as ceiling figures which are intended to give a 
wide margin above all foreseeable requirements. I must 
emphasize that the proposed scholarship scheme must be 
regarded as an experiment. I hope and I believe that it will 
prove successful and all our present plans are on a much. 
more modest scale than the limits which I have mentioned 
suggest. Initially, the expenditure in respect of scholarships 
for both members and students will be limited to £300 
per annum. 

You have my assurance that the Council will require 
very clear evidence about the success of the scheme before 
contemplating expenditure of the magnitude envisaged in 
Article 61 (h). 

Resolution 3 deals with the designation of the Society. 
I think everybody has had a fair amount of information on 
this point and unless they require it I do not propose to 
go into any further details about it. We all understand the 
pros and cons. We have fully considered it. This is the 
considered view in the interests of the Society. We propose 
to retain the initials which have now become of so much 
value. Of course they do not apply to our present title so 
it does not make any difference in this transition. Therefore, 
I will move separately as -a special resolution, firstly, 
paragraph (1) and I will ask the Vice-President to second. 

Mr BerrraM NELSON: I beg to second. 

(The resolution was carried.) 

THe PRESIDENT: I move the resolution in respect of 
paragraph (2). 

Mr Bertram NELSON: I beg to second. 

(The resolution was carried.) 

THE PRESIDENT: I move the resolution in respect of 
paragraph (3). 

Mr BERTRAM NELSON: I second. 

(The resolution was carried.) 

THE PRESIDENT: I declare the meeting closed. 


THE INCORPORATED ACCOUNTANTS’ 
BENEVOLENT FUND 
SIXTY-FIRST ANNUAL REPORT OF THE TRUSTEES 


We reproduce below the sixty-first annual report of the Trustees for the year 1953, 

which was presented at the sixty-first annual meeting of subscribers held at 

Incorporated Accountants’ Hall, Temple Place, Victoria Embankment, London, 
WC2, at 3.30 p.m. on Wednesday, May 26th, 1954. 


The Trustees record with deep regret the death of Sir 
Thomas Keens who had been president of the fund since 
1943. Sir Thomas had always taken a keen interest in all 
aspects of the work of the fund, and all associated with it 
mourn the passing of a very distinguished incorporated 
accountant who had a remarkable record of public service. 
The revenue of the fund for 1953 at £4,294 shows an 
increase of £553 over that for 1952, but this is due entirely 
to increases of income from investments and tax recoveries, 
the subscriptions having fallen slightly. ‘The rules of the 
d only permit the trustees to spend in one year the 


income derived in the previous year from subscriptions and 
dividends from investments, and the following are details 
of such income received in the last five years: 
Dividends from investments -~ 
and tax recovered from 
dividends and covenanted 


Subscriptions contributions 
1949 £1,970 £1,353 : 
1950 1,984 1,204 
1951 2,346 1,125 
1952 2,460 1,281 
1953 2,445 1,849 


S 
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‘ The Trustees express their warm thanks to all con- 
tributors and gratefully acknowledge the following gifts 
and legacies. 


‘Executors of F. W. Buzzacott, decd. (3rd 


instalment) 214 
Fitton Will Trust (fourth grant) 105 
H. W. Long, Ssaa, .. SO 
South African Western Branch 3I 
Incorporated Accountants’ Lodge 26 


During 1953 five new applications were received and 
forty-one beneficiaries were helped by the fund. The rising 
cost of living has necessitated a general increase in the 
amount of individual grants, and this fact, coupled with 
the limited funds at the Trustees’ disposal, made it impos- 
sible for Christmas gifts to be given to beneficiaries on the 
scale of former years:.the amount available and disbursed 
in the form of Christmas gifts in 1953 was £425 compared 
with £925 in 1952. The Trustees made this reduction with 
the utmost reluctance, and they earnestly appeal to all 
members to make a ‘tegular contribution to the fund, 
‘preferably under a deed of covenant which of course greatly 


“enhances the value of the contributions. 


e 


An analysis of the grants made during 1953 is given 
opposite. It will be observed that much of the help given 
by the fund is directed to the education of children. In 
two cases the trustees have co-operated with the R.A.F. 
Benevolent Fund in sharing educational fees and in another 
case the cost of a university education is shared with a local 
authority. 

Grants made during the past five years were as follows: 


Amount disbursed No. of 
Year in grants Beneficiaries 
1949 2,432 31 
1950 3,015 36 
195% 2,794 30 
1952 3,280 39 
1953 3,640 41 
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Once again, the Trustees wish to record their warm 
thanks to honorary secretaries of district societies and other 
incorporated accountants for the numerous ways they have 
facilitated the administration and useftilness*of the fund. 

Mr James A. Allen, Incorporated Accountant (London), 
has indicated his willingness to continue in office as honor- 
ary auditor and the Trustees desire-to record their warm 
appreciation of his past services.. 

Dated this 18th day of March, 1954. 


Percy TOOTHILL, Chairman. 
R. WILSON BARTLETT 
R. M. BRANSON 

E. CASSLETON ELLIOTT 
WALTER HOLMAN 

I. A. F. Craic, Hon. Secretary. 


Incorporated Accountants’ Hall, 


Trustees 





London, WC2. 
Grants made during 1953 
No. of Total 
Cases Grants 
£ 
‘Widows and dependants of de- 
ceased members de 19 +796 
Educational Soppor of children .. I5 ,430 
Members former members 
suffering Tota infirmity or in 
Straitened circumstances ds i 414 
41 3,640 
GEOGRAPHICAL DISTRIBUTION OF THE CASES 
Cheshire 4 EE, I 
Derbyshire Kë r Scotland . 1 
Gloucestershire .. 1 Somerset.. d 
Ireland .. : I Suffolk 1 
Isle of Wight I Sussex 5 
Lancashire 4 Wales Sie 2 
London and Home Worcestershire .. 1 
Counties 17 


THE INSTITUTE OF 


? COST AND WORKS ACCOUNTANTS 


TWENTY-FIFTH NATIONAL COST CONFERENCE 


The twenty-fifth national cost conference of The 
Institute of Cost and Works Accountants was held 
at The Prince of Wales Hotel, Southport, on Friday 
and Saturday, May 28th and 2ọth, and was presided 
over by the President, Mr F. W. H. Saunders, F.c.w.a. 
The proceedings commenced at rọ o'clock on 
Friday morning with an address by the President, 
from which we reproduce the following extracts: 


EXTRACTS FROM PRESIDENTIAL ADDRESS 


At the conclusion of my year of office as President of 
this Institute I am privileged to address you publicly 
on matters relating to our profession, and it may well 
be that the views and opinions expressed by me provide 
a wider field of interest than that of our own members. 


The Country’s Economic Position 
The recently published Economic Survey! presented 
an encouraging picture and told of the efforts this 
country had made in 1953 to improve its position. 
We have good reason to be proud of this achievement. 
It is gratifying to learn that the gold and dollar reserves 
of the sterling area are still rising and have now passed 


1 See The Accountant, dated April 3rd, 1954, page 358. 


the figure of £1,000 million. The demand for sterling, 
greater than for some years past, augurs well for the 
future, but the continuance of this buoyancy depends 
greatly on our ability to maintain and enlarge our 
export. trade. The Economic Survey warns us that the 
country is not yet selling enough abroad both to pay for 
the increased volume of imports of food and raw 
materials we are consuming and to meet external 
commitments and to carry on the building up of gold 
and dollar reserves. 


But for the world-wide shortage of dollars, many 
American manufactured goods would present a much 
more serious challenge to us in export markets. We 
could not say of American products, as we do of 
German and Japanese which are competitive with 
ours, that lower wages account for their lower costs. 
In spite of inevitably high labour costs, we must seek 
every possible means of lowering the unit cost, if we 
are to retain our present and secure new markets 
abroad. Our old trade rivals are catching up on us, 
and customers abroad have in the main little or no 
regard for sentiment. Price, quality, and delivery date 
are now the outstanding factors in securing,’ main- 
taining, and increasing’ our exports. Since mid-1952 


652 


the terms of trade have favoured us and have played 
an important part in the improvement in our external 
position. The prices we pay for the raw materials we 
process and then send abroad to earn our living are 
not likely to remain indefinitely in our favour. It is 
therefore more important than ever, whilst we enjoy 
this advantage, to examine critically our methods of 
production and to take advantage of the encourage- 
ment given in the Budget to invest in the moderniza-~ 
tion and expansion of industry so that by increased 
productivity we can reduce our costs. Cost reduction 
must be a continuous process, not a series of panic 
measures when things show signs of going wrong, or, 
as so often happens, have gone wrong. 

We must steadfastly refuse to presume that time- 
honoured customs in trade and industry are necessarily 
the best. Science has made possible advances in 
technology that were little more than wild dreams a 
few years back. Human labour is necessarily an ex- 
pensive item of cost, and this and other valuable 
resources must not be wasted. New management 
techniques demand study, understanding, and trial. 
Work study, incentives, and budgetary control, are 
but some of the means by which output and pay 
packets may be increased whilst unit costs are reduced. 
Joint co-operative action between employer and em- 
ployee, free from restrictive practices on both sides, 
is surely the way to produce more-goods more quickly 
and at lower cost. 

Our standard of living demands that all should 
work hard, but this, in itself, is only a partial solution 
to our problem. It is working effectively, whether by 
brain or hand, that really counts and we must ensure 
that our efforts produce the utmost that is possible. 
This is the constant challenge to management and 
workers alike. 


Cost of Living 


We have just been through a period of wage claims 
affecting a very large section of manufacturing industry. 
One cannot refuse to recognize the claims of those 
whose wage rates have, relative to those of others, 
materially fallen behind, and the recent court of 
inquiry into the engineering wages dispute was surely 
voicing the opinion of fair-minded people in this 
country in saying that the effect of a material rise in 
the cost of living was one to which the greatest heed 
had to be paid. We are therefore facing the problem 
of satisfying the claims of those — wage-earners and 
shareholders alike — whose real income has fallen, and 
at the same time reducing our costs of production so 
that we may compete successfully in exports markets. 

No one would deny the great benefit to the country 
if it were possible to stabilize and then to reduce 
prices at the present time. In addition to the wage- 
earners [ have mentioned there are millions of hard- 
working people, sometimes misguidedly referred to as 
‘middle class’, who have had to submit to a real 
standard of living much lower than they enjoyed 
before the war. Then there are the pensioners, many 
of whom are suffering considerable hardship as a result 
of increases in the cost of living. I most strongly urge 
that more of the benefits of increased productivity 
should be passed on to the consumer by reductions 1 in 
selling prices. 

Certain companies hae in the last twelve months 
reduced their selling prices, and the benefit has shown 
itself not only to the consumer but also to the share- 
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holder — and not the least to the Inland Revenue, 
which takes the lion’s share — in record turnover and 
record profits. 

Many examples must come to mind, and chase 
companies who play a prominent part in the expo 
drive realize the importance of maintaining a healthy ` 
and expanding home market. They know well the 
sharp effect an increasing volume of sales has upon 
the costs of their products and services. 

In this connection it was interesting to read of the 
speech recently made by the new President of the 
Amalgamated Engineering Union when he suggested 
that employers and trade unions should co-operate in 
efforts to reduce the cost of living. He emphasized 
that if prices to the consumer were kept steady and 
subsequently reduced, the unions would feel much 
happier about exercising restraint in their demands. 

When considering alterations in selling prices, how- 
ever, it is of extreme importance that British industry 
should be well briefed on the likely results of a pro>- 
posed course of action. Indeed, the implications of not 
taking action may be even more important. 

A close study and full understanding of the incidence 
of costs must prevail if the situation is to be met 
successfully to enable us to enjoy a reasonable standard 
of life and full employment. 


Selling and Distribution Costs 


Since the emergence of the cost accountant in his 
specialized field some thirty-five years ago, there has 
been a steady development of the techniques which 
were then generally confined within the limits of the 
production side of business. Yet, as we know only too 
well, administrative, selling, and distribution activities 
account for a considerable proportion of the expendi- 
ture in many undertakings, and a costing approach 
to them is as necessary as with any other function. 

In fact, every activity within an undertaking ba 
some bearing upon the eventual financial success or 
othetwise of the concern, and it must logically be. 
assessed and guided as necessary to enable it to make 
its useful and profitable contribution to the complete 
project. 

It is perhaps interesting to note that one of the 
earliest research projects of this Institute in 1937 was 
concerned with the problem of selling and distribution 
cost accountancy. It ts significant of the times we have 
lived in during the past fifteen years that only now is 
the subject coming to the fore again. I commend it 
to members as a subject fruitful for further research 
by the Institute and I am pleased to learn that it will 
form the theme of our fifth annual summer school 
which is to take place in Cambridge next September. 

Management Accountancy ` 
There are some who profess that the out-dated process 
of looking back ts still the way to manage. But such an 
attitude can only restrict initiative and blind us to the 
possibilities of the future. Forward planning, with a 
confidence based upon practical knowledge of where 
the path will lead, is a prerequisite of success. { 

What more natural development could there have 
been than the emergence of the management account- 
ant as a guiding force in the increasingly complex and 
rapidly changing industrial situation which faces us 
today? 

It gives me personal satisfaction that during my 
presidential year the first examination was held by 
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this Institute for the Fellowship in Management 
Accountancy. The establishment of the fellowship as 
ost-graduate degree was first made public by my 
SECH predecessor. The small percentage of 
pyssés will, I feel, occasion no surprise, for it was 
made quite clear from the outset that a very high 
standard was to be exacted from candidates. 
Through its examinations and requirements of 
_practical experience leading to the qualification of cost 
accountant and management accountant, the’ Institute 
is providing men of proven-ability who are well able 
to cope with modern needs as their contribution to 
| our national well-being. The supply of such men is 
admittedly inadequate but the efforts of the Institute 
are vigorously directed towards their encouragement 
and development in increasing force. It is significant 
that a record number of candidates will be sitting at 
the next examinations which take place in a fortnight’s 
fime. | 
Training 


-A criticism often levelled at the accountancy profes- 
sion by the technician is that it lacks appreciation of 
the problems and of the work of the man on the job. 


Such criticism, if true, tends to-a lack of confidence 


which is. obviously to be deprecated and the training 
of the cost and management accountant must be suffi- 
‘ciently thorough to enable him to avoid such an 
unsatisfactory situation. 

Enlightened employers are alive to this situation 
and there are many who provide facilities for their 
young men to gain first-hand practical knowledge of 
their business by a thorough-going training scheme, 
which covers all phases of their firm’s activities. But 
much more remains to be done and I am confident that 
a properly conceived plan, purposefully executed, 
brings rich rewards to employers who pay proper 
attention to this aspect of training. 

Allied to such practical schemes is the academic 
acini so ably provided by commercial, technical, 
and, correspondence schools throughout the country. 

Another field yet officially untouched is liaison with 
the universities. We have made certain contacts and 
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I am hopeful that we shall shortly be able to announce 
a scheme whereby collaboration will be possible to the 
mutual benefit of the Institute and to those graduates 
who wish to take up the career of a cost accountant. 

Although the Institute is not in any way a tutorial 
body it takes the keenest interest in stimulating, pro- 
moting, and encouraging training wherever its students 
and members are domiciled. 


The Accountancy of Changing Price Levels 


The accountancy profession has been the subject of 
much adverse comment during recent years because 
of its failure to relate in accounts the effect of changing 
price levels. Our sister Institutes with special responsi- 
bilities for the published accounts of companies have 
recently attempted, through a joint committee, to agree 
upon recommendations which would have the whole 


‘weight of that part of the profession behind them. We 


as an Institute took no part in this work, which was 
confined to those bodies whose members are recog- 
nized for appointment as auditors under Section 161 
of the Companies Act. Unhappily, I suggest, agree- 
ment was not reached and each of the societies has 
published separately its own views of the accountancy 
treatment to be given to the problem. It is my duty to 
remind you that this Institute was the first of the 
accountancy bodies to issue a research publication on 
the subject. Cost accountancy has met the requirements 
of industry by developing and extending the practice 
of many new techniques for compiling, preparing and 
presenting information. It is not surprising, there- 
fore, that our Institute early recognized the need to 
undertake research into this knotty problem. In 1949 
the branches of this Institute throughout the country 
carried out research resulting in a draft report con- 


‘sidered at the 1951 national cost conference. The 


following year our report was published,! and it 
claimed that by using the principles and practices 
described in it, the urgent need could be met for 


‘information which i is free from bias caused by changing 


price levels. 
t See The Accountant, dated April sth, 1952, page 348. 


TECHNICAL SESSIONS 


The Accountant’s Contribution 
to Increased Prosperity 
In a paper submitted at the first technical session, 
held on Friday morning, with Mr Ian T. Morrow, 
C.A., F.C.W.A. , in the chair, Mr H. J. Furness, F.c.w.a., 
‘stressed that real income per head could only be 
increased by producing more goods and services with 
a given amount of labour and other resources. The 
solution to the problem lies in a nicety of balance 


between productive skill and good management. The" 


accountant’s function is to fit the pieces of the 
industrial jig-saws into a composite picture, analyse 
the root cause of inefficiencies and advise management 
ipon the action necessary to eradicate them. 

The ready acceptance by the majority of account- 
ants of ‘what is’ instead of ‘what might be’ is perhaps, 
thought Mr Furness, the worst feature of our 
industrial life. There is a great need for the creative 
rather than. the interpretative outlook. For instance, 
material prices are neither inevitable nor static but 
will undoubtedly rise in the next decade. The 
accountant should therefore portray the effects of 


- 


price variation upon the cost of manufacture in such 
a way as will illustrate clearly the possibilities of better 


utilization and savings which exist in every concern. 


With regard to direct labour, Mr Furness suggested 
that standards should be set on the upper strata of 
efficiency between what is calculated to be the 
average or normal and the top (or ideal) limit, since, 
in practice, it is found that only 20 per cent to 25 per 
cent of operators are above average. What a field for 
development this presents! 

To utilize labour efficiently, experiments should be 
made to find the method of incentives which will 
bring out the best in all operators. The majority of 
present schemes are confined to the direct production 
worker. For indirect workers, forernen and super- 
visors, Mr Furness suggested a bonus scheme based 
on a comparison between the output for the week 
expressed in terms of working hours and the actual 
hours spent. Such a comparison would measure the 
proximity to budget, form a basis for bonus payments 
and also provide an index of productivity of great 
value to management. 
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Influence of Size of a Business 
on Costing Technique 

At the second technical session on Friday afternoon, 
the chair was taken by Mr W. Bishop, C.A., F.c.W.A. 
"The subject, “The influence of the size of a business 
on costing technique’, was dealt with in three papers 
‘submitted by Messrs J. L. Hilton, F.c.w.a., H. P. 
Court, F.c.w.a., and J. A. Scott, C.A., F.C.W.A., 
representing respectively the small, medium and 
large firm. All three speakers emphasized that the 
only essential difference deriving from size was the 
degree and complexity of application of costing 
techniques. This difference lies in the field of ‘cost 
control’ rather than ‘cost ascertainment’, or, as Mr 
Court put it, 

‘it is the extent to which information has to be com- 

municated that determines the costing techniques used’. 

One of the most unfortunate attitudes of mind 
among owners and managers of small concerns, said 
Mr Hilton, is that they regard the more advanced 
management and techniques as beyond their scope 
and requirements. Yet the preparation of expenditure 
budgets is a most elementary task — even our wives 
operate budgets in controlling their domestic 
accounts. Is it too much to ask that the owners of 
small businesses should do the same? 
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Marginal costing can be specially suitable for 
small concerns since the primary reasons for appor- 
tioning fixed costs to departments or centres 
frequently absent. 

The immediate effect of transition from smalkto 
medium size, said Mr Court, is the abandonment of 
the annual accounts as a basis for estimating, in 
favour of proper books of prime entry written up 
throughout the year. Similarly, the delegation of 
responsibility which then becomes necessary offers 
scope for losses to arise so that financial control 
becomes essential. This involves a fundamental 
change in outlook on the part of the owner who has 
to be convinced that the employment of clericel 
labour is an economic proposition. 

With regard to the larger firms, Mr Scott said, 
they often, by virtue of the fact that they can employ 
well-qualified specialists, show a tendency to employ 
more advanced forms of costing and machi 
accounting. The existence of approved budgets (and 
the prompt reporting of results) does much to relieve, 
management of feeling the need for constantly 
watching routine details and leaves them free to 
attend the wider aspects of the business. It enables 
true delegation of responsibility and authority to be 
undertaken with confidence. 


TWENTY-FIFTH NATIONAL COST CONFERENCE BANQUET 


The banquet was held at The Prince of Wales Hotel, 
Southport, on the Friday evening and was attended 
by nearly 300 members and guests. 

Mr F. W. H. Saunders, F.c.w.A., President, who 
was accompanied by Mrs Saunders and Miss 
‘Saunders, was in the chair, and among the guests 
were Councillor Mrs E. Smith, j.p., Mayor of 
Southport, and Miss Jean Smith, Mayoress of 
Southport; Mr D. V. House, F.c.a., Vice-President 
of The Institute of Chartered Accountants in England 
and Wales, and Mrs House, and 


Mr A. R. Burnett-Hurst (Principal, City of Liverpool 
‘College of Commerce), and Mrs Burnett-Hurst; Mr L. F. 
Cheyney, F.1.M.T.A., F.S.A.A. (Secretary, Institute of Municipal 
Treasurers and Accountants), and Mrs Cheyney; Mr 
Stanley S. Dawes (President, Institute of the Motor Industry); 
Mr Derek du Pré (Editor, ‘The Accountant’). 

Mr J. C. Latham, D.L., F.S.A.A., F.A.C.C.A., F.C.LS. (Director, 
Association of Certified and Corporate Accountants), and 
Mrs Latham; Mr A. S. MacIver, M.C., BA. (Secretary, 
Institute of Chartered Accountants in England and Wales), 
and Mrs Maclver; Mr H. Trevor Montgomery, F.c.A. 
{Member of Council, Institute of Chartered Accountants in 
Jreland), and Mrs Montgomery; Mr F. Cameron Osbourn, 
M.B.E., B.A, LL.B. (Secretary, Association of Certified and 
Corporate Accountants); Mr T. L. Poynton (Vice-President, 
institute of Municipal Treasurers and Accountants); Sir 
Walter Puckey (President, Institution of Production Engineers), 
and Lady Puckey; Mr D. D Welman, M.1.MECH.E., 
A.M.LE.E, (Chairman, North-western Gas Board), and Mrs 


Welman; Sir R. Bruce Wycherley, M.C., F.C.1.S. (President, | 
Chartered Institute of Secretaries), and Lady Wycherley. "| 


The toast of “The County Borough of eae 
was proposed by Mr J. R. Price, A.C.A., F.C.W.A., 


` A.C.1.S., Chairman, Durban Centre of the Kee 


‘The 


and the Mayor of Southport responded. i 


Institute of Cost and Works Accountants’ was) 
proposed by Mr D. P. Welman, M.1.MECH.E., 
A.M.I.E.E., Chairman, North-western Gas Board 
and the President replied. The toast of “The Guests’ 
was proposed by Mr W. E. Harrison, F.c.w.a., 
President-Designate of the Institute, and Sir R. Bruce 
Wycherley, M.C., F.C.1.8., responded. 


ANNUAL GENERAL MEETING 


The thirty-fifth annual general meeting was held last 
Saturday morning with Mr Saunders in the chair. 
The report (extracts from which were reproduced in 
our issue of May 22nd last) and the accounts for the 
year ended December 31st, 1953, were adopted. 

Mr William E. Harrison, F.c.w.a., was elected 
President for the ensuing year, and Mr George Nichol- 
son, F.c.w.A., and Mr Ian T. Morrow, C.A., F.C.W.A., 
were elected Vice-Presidents. 

A portrait of Mr Harrison and details of his career 
appear on another page of this issue, together with 
details of the careers of Mr Nicholson and Mr Morrow. 
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NOTES AND NOTICES 


Personal 
Mpssrs W. RowLanp WALLER & Co, ‘Chartered 
Accountants, lately of 32 Clarence Street, Southend- 
on-Sea, announce that they have moved to new 
premises and that their address is now 18 Warrior 
Square, Southend-on-Sea; telephone Southend-on- 
Sea 65740. 

Mr C. P. Spencer, Chartered Accountant, of 
Palatine Chambers, 6 Market Street, Halifax, 
announces that as from May rst, 1954, he has taken 
into ‘partnership Mr Les THomas, a.c.a. The 
practice will be continued in the firm name of C. P. 
SPENCER & Tuomas, Chartered Accountants. 


s 7 In Parliament 

~~  NATIONALIzED INDUSTRIES: TAXATION 

Sir W. WAKEFIELD asked the Chancellor of the 
Exchequer the estimated cost to the Inland Revenue 
of assessing the nationalized industries to income tax, 
profits tax and excess profits levy; and what purpose is 
thereby achieved. 

Mr Boyp-Carpenter: About £10,000. The purpose 
is to carry out the decision of Parliament that these 
industries shall be subject to the same general system 
of taxation as other industries. 


Hansard, May 27th, 1954. Written Answers. Col. 38. 


INLAND REVENUE INQUIRY: FINANCIAL SECRETARY'S 
LETTER 

Mr Jay asked the Financial Secretary to the Treasury 

which of the questions in the inquiry by the Inland 

Revenue into directors’ expenses, referred to in his 

recent letter to the President of the Institute of 

directors, he deprecated as excessive. 

Mr Jonn Boyp-Carrenter: The information 
requested in Questions 1, 3, 4, part, of 5, and 13, 
would have to be submitted in any event on the 
return form submitted by the company, and these 
questions, therefore, involved unnecessary duplica- 
tion. Any or all of the remaining questions might 
well require to be asked in appropriate cases, But the 
form is, in my view, unnecessarily detailed for issue 
to companies generally as a first step in an inquiry, 
inasmuch as in many cases it may not be necessary 

| to seek answers to some of the questions contained 
in it. 

Hansard, May 25th, 1954. Oral Answers. Col. 207, 


Two Per Cent Conversion Stock, 1958-59 


ie Treasury has announced the issue for cash of 

£300 million 2 per cent Conversion Stock 1958-59 
SÉ a price of £99 10s per {100 nominal payable in 

Il on application. The list of applications was 
opened and closed last ‘Thursday. 

Three months’ notice of redemption of 3 per cent 
National Defence Loan, 1954-58 at par on September and, 
1954, is given in the London Gazette. Holders of this loan 
are being offered {100 of the new stock and a cash payment 
of 13s for each £100 nominal of Defence Loan tendered 
for exchange. The 2 per cent Conversion Stock issued in 


exchange for 3 per cent National Defence Loan will be 
additional to the cash i issue, 

Details of the cash issue and of the offer of exchange to 
holders of 3 per cent National Defence Loan, 1954-58 has 
been advertised in the Press and notified to holders of the 
National Defence Loan, who have until June 1 sth to accept 
the offer of exchange. 


British Lion Film Corporation: 
Receiver Appointed 


Mr W. H. Lawson, C.B.E., B.A., F.C.A., a partner in the 


firm of Binder, Hamlyn & Co, Chartered Account- 
ants, has been appointed receiver and manager of 
the British Lion Film Corporation Ltd. Announcing 
Mr Lawson’s appointment on Tuesday, the National 
Film Finance Corporation stated that-the entire 
share capital of British Lion had been lost and that a 
very substantial part of the loan of £3 million due by 
the company to the Finance Corporation was irre- 
coverable. A new company is to be formed to take 
over the distribution functions and organization of 
British Lion. Mr Lawson is a member of the Council 
of the Institute. 


The Institute of Cost and Works Accountants 


Mr Thomas B. Degenhardt, M.A., has been appointed 
education officer of the Institute of Cost and Works 
Accountants and will take up his appointment on 
June 14th. 


Incorporated Accountant wins Midlands 
Chess Title 
Mr P. N. Wallis, a.s.a.a., of Quorn, Leicestershire, 
has won the Midland Counties Chess Championship. 
This success entitles Mr Wallis to compete in the 


British Championship at Nottingham University in 


August. 


The Institute of Chartered Accountants of India 
A new headguarters building of The Institute of 


_Chartered Accountants of India has been opened in 


New Delhi by Dr Rajendra Prasad, President of 
India. The building, which has been described as 
‘magnificent and in keeping with the status and 
dignity of the profession’, is air-conditioned and 
contains a fine auditorium with a seating capacity of 
well over 200. It will also house a large library which 
the Council of the Institute is proposing to start 
shortly. 

Following the formal opening of the new building, 
the first All-India Conference of the Chartered 
Accountants of India was held. During the three days 
of the Conference, papers were presented on “The role 
of accountants’, “The accountant in industry’, 
“Taxation’, ‘Some aspects of Government accounting 
and auditing’, and “Company law and auditing’. 

The Institute of Chartered Accountants of India 
was formed in 1949 under the Chartered Accountants’ 
Act of that year which brought all accountants in 
India under the single control of the Central Council 
of the Institute. 
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Golf: The Wood Challenge Cup 


The annual match for the Wood Challenge Cup 
between the Chartered Accountants’ Golfing Society 
and the Association of Scottish Chartered Account- 
ants in London Golf Club, was played at Worplesdon 
on May 24th. The match was played by foursome over 
36 holes against bogey and the Scottish Chartered 
Accountants regained the cup. 


The best six returns which counted for the match 
were as follows: 
Association of Scottish Chartered Accountants in London G.C. 


Messrs Ness and Hutchison 1 down 
» Milne and Harrison .. 
» Thomson and MackKeith 
„» Girdwood and Eva 

. » Forsyth and Black 
» Whyte and Brown 


EL? lLeunow 


Chartered Accountants’ Golfing Society 


Messrs Henderson and Simpson N 1 down 
» Briggs and Digby-jones K e 6 Cs, 
» Mullett and Ray ` za bg 9 » 
»  Penwell and Gibson ko Di ga IO 45 
» Beresford and Whitcombe .. ws AE -di 
» Dixon and Dixon ie. LE Ka E, en 
49 


Prizes for the best scores were won by: 


l Morning Round 

Messrs Ness and Hutchison 2 up 
», Girdwood and Eva all square 
» Mullett and Ray 1 down 


» Milne and Harrison 


The third prize was awarded to Messrs Mullett and 
Ray who had the better score for the 9 holes home. 


Afternoon Round 


Messrs Henderson and Simpson r up 
» Briggs and Digby-Jones all square 
» thomson and MacKeith REES 


» Ness and Hutchison 


The third prize was awarded to Messrs Thomson and 
MacKeith who had the better score for the o holes 
home. 


Cost in the Gas Industry 


A lecture entitled “The appreciation of factors affect- 
ing cost in the gas industry’ was delivered last 
Wednesday during the annual conference of the 
Institution of Gas Engineers, by Dr J. M. S. Risk, 
B.COM., PH.D., C.A. F.C.W.A., A.C.LS.°M.LLA., chief 
accountant, Southern Gas Board. 
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The South African Accountant 


We have received the first issue of The South African 
Accountant, and it is with pleasure that we welco 
our new contemporary, which without doubt wi 
be of much value and interest to the profession in 
South Africa. 

In the forty-eight pages of this first issue, there 
are several articles — including an interesting history 
of the profession in South Africa — and informative 
sections on taxation, published accounts and company 
law. There is also a students’ section. 

The South African Accountant is the official journal 
of the Public Accountants’ and Auditors’ Board and 
will, for the time being, be issued quarterly. The 
Chief Editor is Mr W. J. Fairbairn, F.s.a.A., C.A. 
(s.A.), Professor of Accounting and Auditing at the 
University of Natal. Wi 


~ 






Approved Auditors: Friendly Societies 


The Registrar of Friendly Societies has issued a list 
of additions and removals which have been made 
since the issue of the list of approved auditors in 
April 1953. The names are given of 129 additions, 
with those of 66 whose appointments have been 
discontinued. (These figures are inclusive of the 
45 new appointments and 24 removals noted in 
our issue of November 28th last.) 


SEVENTY-FIVE YEARS AGO 


From Whe Accountant or JUNE 7TH, 1879 


A letter to the Editor of ‘The Accountant’ entitled 


_ “SO-CALLED ACCOUNTANTS” ES 


Sir, — Our profession generally should feel indebted 
to you for the prompt manner you expose persons who 
style themselves accountants. 

Walking through the streets of a large town in one of 
the midland counties the other day, I saw a sign 
worthy to be quoted, if only to show the urgency of 
something being done towards purging our ranks. 
“C. D., accountant, estate agent, licensed to sell 
cigars, tobacco and snuff, stationer, &c. Loan office.” 

Surely the time for action has come. 

I would add that I am perfectly well acquainted 
with a solicitor who also carries on the business of a 
wine, spirit, and cigar merchant. 


Yours, &c., 


June 3rd, 1879. DESIDERATUM. 
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THE SCOTTISH CENTENARY 


URING the forthcoming week, members and friends of 
The Institute of Chartered Accountants of Scotland will 
meet in Edinburgh to celebrate its first centenary. The 


Institute is the oldest body of accountants in the world. Its life, 


therefore, spans practically the entire official history of the 
profession in this country. 

Accountancy, as a profession, has become so indispensable ‘to 
the financial and commercial life of the community that it is 
difficult to realize that its organized existence goes back only one 
hundred years. Before then -—in the late eighteenth and early 
nineteenth centuries — the comparatively few accountants in 
practice were usually linked contemporaneously with some other 
calling or activity. Sır WALTER Scorr, writing in 1820, referred 
to accountancy as a branch of “an legal practice’ because in Edin- 
burgh members of the Society of Writers to the Signet, the leading 
body of solicitors in Scotland, sometimes practised as accountants. 
In Glasgow, the embryo profession was connected variously with 
the actuarial work of assurance companies, with stockbroking, and 
even with the general business of merchanting. In England, the 
earliest accountants had academic associations, being sometimes 
described as ‘schoolmasters’ or “writing masters’. 

From these small beginnings, the profession gradually evolved 
and developed a distinct character and tradition of its own. In 
Scotland, it was helped by the considerable amount of bank- 
ruptcy and insolvency work delegated to it by the legal Courts. 
The first English accountants had not this particular advantage as 
the corresponding work was done by Court officials. It was not, 
however, until the upsurge of the industrial revolution and the 
recognition in law — in 1855 — of the principle of limited liability, 
that progress became pronounced. The first major step in the 
integration of the profession in the United Kingdom was the form- 
ation in 1853 of the Institute of Accountants in Edinburgh. In the 
following year, this Institute applied for and was granted a charter, 
Lord PALMERSTON signing the Royal Warrant incorporating the 
Institute under the title of The Society of Accountants in Edin- 
burgh on October 23rd, 1854, The Glasgow Institute was founded 
in 1853 also and received its charter in 18 55, with the slightly more 
grandiloquent title of The Institute of Accountants and Actuaries 
in Glasgow. The third Scottish body — The Society of Accountants 
in Aberdeen — was incorporated by Royal charter in 1867. 

For more than eighty years thereafter, the three bodies main- 
tained their separate existences linked together only by common 
entrance examinations, the cherished and expensive right to use 
the initials "CAT, and pride in the profession. It was not until 
1951, after protracted negotiations in which local loyalties had 
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reluctantly but sensibly to give way to the larger 
considerations involved, that the three were 
merged into The Institute of Chartered Account- 
ants of Scotland. As the Edinburgh charter was 
the oldest, it was preserved and the necessary 
permission to change the name, incorporate the 
members and moneys of the Glasgow and 
Aberdeen bodies was craved and granted by 
means of a supplementary charter. Already the 
advantages which it was expected would derive 
from this long-contemplated step are becoming 
apparent. 

‘Properly, however, to place the Scottish 
Institute in’ its historical perspective in this 
country, it is necessary to refer briefly to the 
origins of its contemporaries in the profession. 
In 1870 local associations of accountants were 
formed firstly in Liverpool and later in London. 
Ten years afterwards — in 1880 -~at the instiga- 
tion of the London body, a charter was obtained 
` amalgamating the several associations by then 
in existence into The Institute of Chartered 
Accountants in England and Wales. The Institute 
of Chartered Accountants in Ireland received its 
charter in 1888 and the two statutory bodies, The 
Society of Incorporated Accountants and The 
Association of Certified and Corporate Account- 
ants were formed in 1885 and 1905 respectively. 
Today, in accordance with Section 161 of the 
Companies Act of 1948, the right to become the 
auditor of a limited company (with the exception, 
as yet, of an exempt private company) is restricted 
to members of the three chartered institutes, the 
Society and the Association. To.a partial extent, 
therefore, the work of the profession is their 
preserve. It would seem desirable that if account- 
ing standards are to be improved, then an exten- 
sion of this policy — which amounts to a form of 
- registration — to other branches of the profession’s 
work, should be pursued. 

In numerical strength the Scottish Institute 
is the smallest but one of the above five bodies. 
Its membership at the end of last year was about 
5,500 as compared with the 17,500 of the English 
Institute, the largest. Its respected position, 
therefore, is not held through sheer weight of 
numbers. Rather is it derived from the sum of 
the individual qualities of its members — qualities 
in the main characteristic of the Scottish race ~ 
which the training and traditions of the Institute 
tend to sharpen. The first of these is the endow- 
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ment of a sound logical faculty. The Scot has a 
logical mind and accountancy is a logical subject, 
The application of the one to the other make 
naturally for high quality thinking. The second 
attribute, which follows from the first, is that the 
Scot likes to reason out difficulties and develop 
ideas for himself. The Council conducts with 
quiet efficiency the domestic business of the 
Institute, but rarely does it seek to act as inter- 
preter or guide to members on issues in finance 
and commerce which have an impact on their 
professional work. It recognizes the strong 
individualism of its members and their preference 
for the independent approach to the problems of ` 
their profession. ~ 

A third reason why the Scottish Institute ts . 
held in high esteem throughout the world is that 
so many of its members seek their fortunes away 
from their native land. The cause is fairly com- 
mon. Scotland is a small country and cannot 
support them all. Also the Scot is by inclination 
a wanderer and so it happens that the Scottish 
accountant, like the Scottish engineer, is ubiqui- 
tous. The word ‘of’ in the Institute’s title is 
significant. ‘There are as many members resident 
outside Scotland as within it. 

With the above qualities which have carried the 
Scottish Institute so successfully through the 
first hundred years of its history still predominant, 
the outlook for the future is set fair. In its unified» 
form the Institute is undoubtedly much stronger 
than it was in its tripartite existence. It has the 
useful material advantages of fine premises in 
Edinburgh, Glasgow and Aberdeen with excel- ` 
lent library and student facilities. Enthusiasm for 
the various corporate activities is high and an’. 
apparently never-ending supply of outstanding 
members comes forward either for Council work, 
or for lecturing to members at summer schools 
or to students’ classes. It is essential for the 
progress of any professional body that this flow 
of talent and willing service should be continuous. 
While, therefore, the celebrations next week in 
the superb setting of the Scottish capital are a 
justifiable occasion for. rejoicing at the ae 
ments of the past, they should also be an inspir 
tion to each member, be he in Edinburgh or at 
the furthermost ends of the earth, to re-dedicate ` 
himself to the ideals of his profession which his 
predecessors have so nobly helped to maintain ` 
for the past hundred years. 


June 12th, 1954 
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THE FINANCE BILL—VIII 
INVESTMENT ALLOWANCES (Concluded) 


Extended Meaning of Associate 
AST week we referred to the involved word- 
ing of the final part of paragraph 5 (1) (c) 
of the Second Schedule to the Bill, dealing 
with the meaning of ‘associate’. The operation of 
these words can be explained by an example. 


A. is a person who incurs the expenditure and ` 


obtains investment allowance. B. is a body cor- 
porate under his control and is therefore his 
associate, even if paragraph 5 (1) (c) stopped short 
rat the end of (iii) and did not contain the words 
whose meaning we are trying to unravel. The 
_Yemaining dramatis persone are C. and D. 
neither of whom are associates if the tests in 
(i), (ii) and (iti) alone are applied. 

A scheme is concocted whereby the asset 
representing the expenditure is to pass into the 
ownership of D. via B. and C., after which D. 
is to do an act which, if done by A. or an associate 
of A., would cause forfeiture of the investment 
allowance. Accordingly, A. transfers the asset to 

B., B. transfers it to C. and C. transfers it to D 
Thereupon D. does one of the acts which fall 
within the mischief of paragraph 1 (2). In relation 
to that act, is D. an associate of A? The answer is 


«ges; no matter how long the chain between A. and - 


D. The reason is as follows. l 
The transfer from B. to C. is clearly a transfer. 
. by" an associate, made in contemplation of. . 


(a) C. transferring to D; and also 
(5) D. doing the act in question. 


_ Accordingly, when D. does the act, it will be 

deemed to have been done by an associate of A. 

if, however, the asset had come into the hands 

of C. before the further transfer to D. was con- 

templated, the chain would be broken, even if 

C. transferred to D. in contemplation of D.’s act. 

, It will be observed that once again the Inland 

Revenue wull have to show that the act was 

4 ‘contemplated’. ‘Someone once said that the devil 
‘alone trieth the mind of man. 


Paragraph 3 (1): Notice to the Inspector 
A person who has incurred expenditure in respect 
of which an investment allowance has been given 
and has not been withdrawn has a duty laid 


upon him by paragraph 3 (1). He must of his 
own motion give notice to the Inspector if any of 
the following events occurs before the expiration - 
of the statutory three years: 


(a) the property in respect of which the ex- 
penditure is incurred is sold by him or by 
an associate of his to a person not resident 
in the United Kingdom, or the property 
being situate outside the United Kingdom is 
sold by him or by an associate of his to any 
person; or 

(b) the property is appropriated by him or by 
an associate of his to a purpose other than a 
qualifying purpose; or 

(c) where the property is a road vehicle, heré 
is any sale, transfer or appropriation of it 
which falls within paragraph 1 (2) (e). 

A notice of sale or transfer must state the name 
and addresss of the buyer or transferee (para- 
graph 3 (2)). 

When it is considered how wide is the meaning 
of associate, and that sales, transfers, and 
appropriations within paragraph 1 (2) (e) might 


-take place between persons unconnected with the 


person who has incurred the expenditure, it 
will be realized that paragraph 3 (1) throws quite 
a burden upon him. 


Paragraph 3 (3) lays upon the same person, 
and upon the transferees, the duty to give the 
Inspector all the information he may require 
and they can reasonably obtain about the sale 
or transfer. Anyone who fails to comply with 
the paragraph is to incur a penalty of {20 
and three times the investment allowance 
(paragraph 3 (4)). 

Paragraph 4 contains common form provisions 


‘about the machinery of assessment. 


Clause 15 (12): Application to Profits Tax 
Clause 15 (12) extends the investment allowance 
to profits tax. As is usual for profits ‘tax, the 
allowance is expressed as a deduction in arriving 
at profit. It is to be given for the accounting period 


in which the expenditure is incurred. This is a 


radical departure from the rule which applies 
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to other capital allowances, and means that the 
deduction will be given a year earlier than other- 
wise would be the case. 


Second Schedule: Part IT 
Paragraphs 6 and 7 of the Second Schedule, 
which constitute Part II, deal not with investment 
allowances but with balancing allowances and 
charges. They correct a drafting weakness in 
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the existing provisions, which hitherto has 
precluded balancing allowances and nee 
where the asset was bought and sold in the same 
accounting period. 


Conclusion 
The remainder of the Finance Bill, together with 
any amendments introduced in the Committee 
stage, will be considered in later issues. 


THE ROYAL COMMISSION 
RESUMED PUBLIC HEARINGS-I 


Schedule E Expenses and Overseas Mining 


OW past its third birthday, the Royal 

-Commission on the Taxation of Profits 

and Income has resumed its public 
hearings after an interval of nearly two years. 
We report on another page the proceedings on 
the first day. i 

That the Commission has been more than busy 
during this period is amply proved by the pub- 
lication of two interim reports of great value. 
Moreover, the shrewd questions put to witnesses 
at the recent hearings show clearly the great 
strides in knowledge made by those members 
of the Commission. whose callings may not other- 
wise bring them into close contact with the 
mysteries of income tax law. 

Although the subject-matter of the inquiry 
may lack the sensationalism associated with 
divorce and capital punishment, it is nevertheless 
surprising, and certainly regrettable, that the 
Commission’s public sessions do not attract a 
larger audience. 

Nobody who has had the good fortune to 
listen to Lorp RaDcLirFe, especially in discussion, 
can have failed to enjoy a rare intellectual 
treat. His rapier-like mind, cutting unerringly 
through the tangled web of legal subtleties and 
witnesses’ misconceptions, lays bare many prob- 
lems which in less adroit hands might well 
remain in utter confusion. At the same time his 
bland and infinitely courteous treatment of the 
witnesses ensures that they are able to give the 
maximum possible assistance to the Commission. 

- It is perhaps not the least of the advantages of 


giving evidence before the Commission that the 
witness may find himself receiving advice from 
eminent counsel. The representatives of the 
Association of University Teachers, for instance, 


were much concerned with the difference in 


treatment, in the matter of expenses allowance, 
between their Schedule E earnings and their 
subsidiary Schedule D earnings arising from 
occasional lectures, literary work, and examiner- 
ships. Mr MILLARD ‘TUCKER, Q.C., the Vice-Chair- 
man, suggested to them that they should try to 
induce the tax Inspector to assess all their earn-» 
ings under Schedule D. This neat solution may 
well be successful in many cases. 

There is indeed no sharp line, at any rate in 
the professions, between Schedule D, Case II, 
and Schedule E. If a man who exercises a 
profession can point to some part of his income 
which is indubitably assessable under Schedule D, 
he may be able successfully to claim that all his 
remaining earnings, although conventionally 
assessed under Schedule E, should be aggregated 
with it. At any rate it is worth trying. 

Another shrewd suggestion by Mr MILLARD 
TucKER related to the expenses incurred by a 
salaried employee who attends a conference, 
with his employer’s permission, during working) 
hours. (It is of course the practice to ae 
expenses allowance under Schedule E in respect 
of the cost of attending a conference.) MR 
Tucker observed that if the employer granted 
leave on full pay for the purpose, the employee 
was under an obligation to him to attend the 


June 12th, 1954 


conference and therefore it seemed that he did so 
necessarily in the performance of his duty. 

R Gares, another member of the Commission, 
Ahought that even leave without pay provided 
the necessary element of obligation. No mention 
was made of Blackwell v. Mills (24 ATC 233; 
26 T.C. 468) which would seem to raise a difficulty. 

The suggestion opens up interesting possi- 
bilities. Prima facie it relates only to conferences 
dealing with matters closely associated with the 
employee’s own work, but it is at least arguable 
that the principle goes beyond that. In slack 
periods an employee may well perform duties 
quite divorced in nature from his normal work. 

“Expenses incurred in performing those duties 
are none the less deductible. Suppose then the 
employer grants leave with full pay for the 
purpose of taking a holiday of a particular kind, 
or to take a cure, in order that the employee may 
be more efficient when he returns, it becomes 
then the employee’s duty to carry out the 
employer’s wishes. 

A witness for the LEE of University 
Teachers cited the example of an archaeologist 
who went to Greece in the vacation. At present, 
expenses of that kind are not allowed, but the 
reason for non-allowance seems to lie in the fact 
that the employing university does not, in terms, 
require the employee to make the trip. We would 


ho the suggestion of Mr Gates that a little. 


more. forethought and care in drawing up the 
terms on which university lecturers are employed 
might be advantageous from a tax point of view. 
No one can be blamed for taking advantage 
of technicalities in their Schedule E expenses 
claims, for tax inspectors.are by no means averse 
to doing so. The case was cited of an inspector 
who was prepared to allow the cost of a text-book 
if the lecturer claiming it could satisfy him that 
the book was actually read to students in the 
course of a lecture. 
The evidence showed remarkable variations in 
‘treatment on the part of different inspectors and 
Lord Ranc.irre asked witnesses to obtain some 
documentation on this. — 

`, _Although the Association of University 
Teachers and the Whole-time Consultants’ 
Association were both concerned to secure a 
relaxation of the strict basis on which Schedule E 
expenses are allowed, there was a marked 
difference of approach in one respect. The 
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university teachers claimed that their profession 


was so special as to warrant special treatment 
different from that accorded to other professions. 
They refused to be drawn into any discussion as 
to whether other salaried persons had similar 
claims. The whole-time consultants, on the 
other hand, freely admitted that any change in 
the law would have to apply to all holders of 
offices and employments. 

SIr Harry GILL and SIR GEOFFREY HEYWORTH 
both pointed out in the course of the discussions 
that it was not only university lecturers who 
strove to improve their efficiency and knowledge. 
Sır Harry mentioned the apprentice who, in a 
somewhat humbler sphere attends evening classes, 
in a situation exemplified in Blackwell v. Mills 
(supra). Sır GEOFFREY instanced the case of the 
personnel officer who read books on industrial 
psychology to keep abreast of modern a 
ments. 

Both Associations, however, put forward a 
claim, in studied moderation, for relief in respect ` 
of expenses which they admitted in most cases 
to be comparatively modest. In strong contrast 
was the evidence given on behalf of the British 
Overseas Mining Association, which, boldly 
asking for complete exemption, painted a harrow- 
ing picture of a giant industry almost in its death 
throes through the hard-heartedness of the 
Chancellor of the Exchequer. 

The gravamen of the complaint was that the 
governments in the areas where mining was 
carried on were so hampering the mining com- 
panies that unless special help was given to these 
in the way of exemption from British tax, they 
would be forced out of business. In the ultimate 
analysis, therefore, it may be said that what is 
asked for is a subsidy, to be given in consideration 
of the economic benefits which the overseas 
mining industry brings to the United Kingdom. 
This perhaps goes somewhat beyond the terms of 
reference of the Commission. If, as is claimed, 
the overseas governments resent the remitting of 
large sums to the British Exchequer, it might be 
said that they have a remedy. This is to impose 
taxes on the companies in such a form that they 
qualify for British double tax relief. 

_ Last Thursday, the Commission heard evidence 

from the Scottish Institute, the British Actors’ 
Equity Association, the Ballast, Sand and Allied 
Trades’ Association and The Law Society. 
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BACKGROUND TO EASIER BORROWING 


in Opposition, put forward as a desirable 
aim the establishment of a ‘property-owning 
democracy’. This was during the time of general 
restrictions on capital investment and of particu- 
~ larly stringent ones on private building. Conditions 
have greatly changed since then. Last year 
318,000 new homes were built, and at the end of 
the year some 310,000 were under construction. 
Having regard to the average time taken to build 
a house nowadays and to the expressed intention 
to stabilize the rate of house-building, it can 
reasonably be estimated that about 340,000 or 
350,000 houses will be completed in the present 
year. Licences are now fairly freely granted 
to would-be house-owners and so we can ex- 
pect that many more houses will be built for 
sale in 1954 than last year when the figure was 
63,000. 

There is still a very long way to go before a 
majority of householders in this country live in 
their own house, for it is estimated that of about 
134 million private dwellings in Britain only 
some 28 million or 274 per cent are held by 
owner-occupiers. Incidentally, this proportion is 
exactly half that of the United States of America. 
Seven and a quarter million houses in this country 
are rented from private landlords, the remaining 
2% million being let by local authorities of one type 
or another; the latter are now increasing at a rate 
of 250,000 a year. From the purely financial point 
of view an extension of private ownership is to be 
recommended, since housing subsidies on council 
property now amount to £40 million a year and 
the figure is constantly rising. Neglecting the 
possibility that local authorities could sell houses 
to occupiers (less than 1,000 have so far been 
dealt with in this manner), the only remaining 
way in which a movement towards a property- 
owning democracy can be advanced is the 
purchase, by tenants, of a substantial pro- 
portion .of the houses they rent from private 
landlords. 

In spite of the changes which will come about 
from the operation of the recent legislation which 
will allow landlords to increase rents to cover 
repair expenditure, the letting of houses is for 
‘long likely to remain a singularly unrewarding 


[i is some years now since Mr Epsn, then 


occupation. Willing sellers may exist therefore 

in fairly large numbers but can these be matched 

by an equivalent number of potential buyers? 

The price of house property has fallen sub- 

stantially in recent. months and with the con- 

tinued freedom in building, can be expected 

to fall still further. Substantially lower prices for ` 
existing houses could be the most powerful 

factor in encouraging home ownership, and 

prices of such houses will tend to reflect the 

supply and price of new houses. Generally 

speaking, sitting tenants are able to purchase™ 
their dwellings more cheaply than others. 

What are the main financial obstacles which 
potential house-owners have to overcome? Until 
recently these were in the initial sums to be found 
rather than in the mortgage repayment scales. 
For a mortgage raised with a building society, 
the potential buyer of a standard type three- 
bedroom house costing, say, £2,000, had to put 
down at least £500. (Building societies normally 
lent up to 80 per cent of their own valuation, 
which is usually lower than the market price.) 
On a £2,000 house they might be expected to 
advance up to £1,500, while there were the legal 
fees and stamp duty to be met by the purchaser. 

The proportion of family units who are net- 
already owner-occupiers and have more than 
£500 in capital to invest must be rather small. 
Young married couples, for instance, who are 
setting up home for the first time and who 
therefore have large potential liabilities for 
furniture may experience considerable difficulty 
in putting forward a capital sum of this amount. 
It is often the middle-aged parents with established 
families that are most likely to have the 
necessary funds, but even here the attraction of 
rents which are kept at an uneconomic level by 
legislation may prove more powerful than the 
prospect of house ownership. 

Clearly then, if the aim of a property-owning 
democracy is to be achieved, substantial easement 
of the first payment on mortgage has to b 
realized; this is the purpose of the now familiar 
arrangements announced by the Minister of 
Housing in the Commons and reviewed in The 
Accountant of May 8th. Let us hope that the new 
facilities will be taken up with zeal and vigour. 
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a CAPITAL OR INCOME? 
BONUS ISSUES AND THE TRUSTEE SHAREHOLDER 


by Barrister -at-Law 


treat distributions to him from a company as 

capital or income it will readily be conceded 
as a starting point that even within a company the 
distinction is not by any means clear. Profits 
available for distribution to shareholders are, 
after all, merely the balance of earnings after 
due allowance ‘has been made for a wastage of 
capital, and there are, of course, many different 
“ideas on what should constitute a due allow- 
ance. 

The cautious accountant will Hake heavy 
appropriations to cover actual or even contingent 
depreciations in capital assets, whilst the law 
permits a company to distribute as profits not 
only realized appreciations in capital assets but 
even in some cases gross income without the 
deduction of any provision for obvious deprecia- 

- tion in fixed capital. 

From the point of view of the shareholder, 
similar doubts arise on whether the effect on 
the market price of his share should be taken into 
account before arriving at the net income from 
his shareholding, and a trustee shareholder who 
has a duty to preserve the capital of the trust 


J: considering whether a shareholder should 


Ee and hold the balance between the conflicting. 


interests of the tenant for life and the remainder- 
man is, in default of express guidance or direc- 
tions, confronted with some nice distinctions on 
the distribution by a company of extraordinary or 
accumulated profits. 


Two Lines of Decisions 


The law has generally tended to look to the 
nominal value of share investments rather than 
(to the market price, and it might therefore have 
seemed logical if only the original nominal 
investment had been regarded as capital, and all 
distributions arising from the holding as income. 
Before the end of the last century, however, 
it had already become established that the appro- 
priation of profits by certain types of companies for 
Ges purpose of increasing issued capital, even 
tough this was by the declaration of a dividend 
out of accumulated profits placed to reserve, 
would bind a trustee shareholder to treat the 
resulting issue of shares as capital. 
The law has since then gradually evolved two 


1 E.g. Bouch v. Sproule ((1887) 12 A.C. 385). 


lines of reasoning through the decided cases: 
one line prescribing the treatment by trustees of 
bonus issues as capital, the other as income. It 
was not until as late as 1930 that principles were 
clearly enunciated in an effort to place the dis- ` 
tinctions made in a number of decisions on a 
logical basis. 

It will perhaps provide the clearest approach to _ 
consider first the cases in which distributions 
amongst company shareholders have been held 
to be income in their hands, then to outline the 
circumstances in which issues have been held to 
be capital, and in the light of the two lines of 
decisions to attempt to draw the distinguishing 
principle. 

If it is made clear that the class of distributions 
by companies which have been held to be income 
does not include in practice the issues commonly 
known as the bonus share, issued to shareholders 
without cash subscription, credited as fully paid up 
and representing a conversion of reserves into 
additional issued capital, the finer distinguishing 
line, which depends on a principle rather more 
abstruse, may be drawn after the two separate 
classes of issues have been broadly defined. 


Bonus Issues as Income 


Apart from this narrow but (at the present time) 
common class of bonus issue of a company’s own 
shares, it is generally true to say that all distribu- 
tions in cash or kind by a company to its share- 
holders, except assets distributed as part of a 
scheme involving an authorized reduction of 
share capital must (subject to the observations 
made later on the position of individual trustees 
or particular trusts) be treated as income and 


paid over to the tenant for life by a trustee 


holding the shares as settled funds. 

Thus, whether such distributions are in the 
form of shares, stock, cash or any other property, 
and whether they are called bonus dividends, 
special dividends, returns of capital or distribu- 
tions of profits arising from the sale of capital 
assets which have appreciated in value, or even 
distributions of capitalized reserves after a com- 
pany has ceased business and preparatory to a 
winding-up, they must all be treated as income. 
This principle applies irrespective of the effect 
on the market price of the shares, of any declara- 
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tion by the company of the origin or nature of the 
assets distributed, of the proportionate value of 
the new issue to the nominal or market value of 
the ‘parent’ shareholding or, of course, of any 
ruling by the income tax authorities. As long as the 
nominal issued capital of the company remains 
intact the tenant for life is entitled to all dis- 
tributions. 

Once, however, the company goes into liquida- 
tion the position changes, and all distributions of 
cash or kind must be treated as capital, whatever 
the history of the assets, because a company in 

liquidation cannot declare a dividend. 

" In one well-known case twenty years ago a 
company ceased business and proceeded to the 
realization of its assets before a formal winding- 
up. Two years later it declared a dividend, ‘a 
distribution of capital assets in advance of the 
winding-up’, and the directors stated that this 
sum arose from the sale of some of the assets of 
the. company (breeding stock). The Court 
nevertheless held that this distribution was to be 
treated by trustees holding shares in the company 
as income. 

Similarly, in the cases arising from the nation- 
alization of the Thomas Tilling coach business, 
distributions of British Transport Stock at the 
rate of £5 of stock for every {1 ordinary stock 
were held to be income as between the tenant for 
life and the remainderman, although the company 
was effectively discontinuing its principal business 
and becoming an investment and holding company 
and the distribution was merely the realization of 
a capital profit.” 


Bonus Issues as Capital 


Once these principles have been clearly made it is 
possible to consider the second class of bonus 
distributions and then to distinguish between the 
two. Where a company which has power to 
increase its share capital does so, and applies 
accumulated profits in payment for new shares 
which are then issued to the shareholders credited 
as fully paid up, such new shares must be 
regarded by the shareholders as capital. This is 
so although the profits would have been otherwise 
available for distribution amongst the share- 
holders as dividends,’and would if distributed in 
any other form but shares have had to be treated 
as income. Once the company has appropriated 
the profits to capital in this way such action is 
binding upon all parties interested in the shares. 


1 Hill v, Permanent Trustee Company of New South Wales 
([1930] A.C. 720). 

2 én re Sechiari. ([1950] 1 All E.R. 417 & [1951] 2 AILE.R. 
352). 
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The same rule applies when it is not profits 


which are utilized for the payment of the shares,, 


but the share premium account. - 
Here the company actually increases’ its own* 
capital and retains within its own financial 
structure all the assets which it previously 
possessed. The total, in short, on both sides of- 
the company balance sheet remains as it was 
before, and all that has happened effectively is 
that on the liabilities side of the balance sheet 
reserves have been converted into share capital. 


The Broad Distinction 


The difference between the two types of issue ts 
thus broadly dependent upon the effect on the 
books of account of the company: if the company 
accounts are merely rearranged and no property 
leaves the possession of the company, a distribu- 
tion of bonus shares must be regarded as capital, 
but if, on the other hand, the company’s assets 
are reduced, the trustee shareholder must regard 
any property in his hands as income. 

The deciding factor has been stated to be the 
intention of the company to capitalize: perhaps it 
would be nearer the truth to say that the intention 
of the company will prevail only so far as it is 
effectual in achieving what the law understands by 
capitalization, for a declared intention of the 
company to capitalize will bind no one if the 
Courts decide that the company has not achieved 
capitalization in law. 

pi 

‘Ineffective’ Capitalization 

Where a company which has power to increase 
its capital does not choose to do so to the extent 
necessary to bind other parties in this way, but 
merely accumulates profits and places them to 
reserve accounts, any later distribution will, 
unless the reserves ate first utilized for an 
increase in the company’s capital, necessarily 
rank as income. Thus, even though the profits 
may be for all other purposes capitalized, and 
become absorbed in the effective working 
capital of the company, this.is not sufficient. 
It is therefore only within the restricted limits of 
the circumstances outlined above that it is true 
to say that the intention of the company to 
capitalize profits is binding on all parties 
interested. 


Exceptions and Doubtful Cases 
Before proceeding to consider some of the more 
common border-line cases, it must be emphasized 
that the distinction here made between the two 
classes of bonus distributions has been evolved 
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by the law only after a consideration of a number 
of isolated cases all upon facts varying in more 
.¢ than one particular, and, as already mentioned, it 
Awas not until as late as 1930 that the principle 
underlying these decisions was judicially stated. 

Only six years later the High Court, in a case! 
in which the facts closely resembled those in 
which a distribution had been regarded as in- 
come’, held that a distribution must be regarded 
as capital, distinguishing between the two sets of 
facts principally on the narrow ground that in 
the case before them the company had no power 
to increase its own capital. It seems, therefore, 
that the distinction outlined above has no 
application where there is in fact no power in 

Ehe company in question to increase its own 
capital, and the mere utilization of profits for 
capital purposes may be treated as capitalization 
binding upon trustees, though this is not neces- 
sarily so in all cases. 

It does not apparently affect the position that 
the company may give itself the necessary powers 
to increase capital by passing the requisite 
resolutions, if in fact it does not do so. 

In practice, of course, companies do not always 
arrange their affairs so that distributions fall 
neatly into one or other of the two classes out- 
lined, and the most obvious border-line case is 
where a company declares a dividend and 
simultaneously either makes a call on partly- 
paid shares or issues new capital, in payment for 
which the dividend is applied, leaving to the 


“Shareholder an option to claim cash in lieu if he 


so desires. Then, supposing that the new shares 
are not issued unless taken up by each share- 
holder it appears at first sight to rest with the 
shareholder to make the distinction and either 
to increase the company’s capital by taking up 
the shares, and thus effectively capitalize the 
income, or to claim the cash dividend for the 
benefit of the tenant for life. In practice, however, 


the Court looks not to the decision of the share-. 


holder in such a case but to the scheme of the 
company as a whole, and thus decides from the 
actions and expressed intentions of the company 
whether the profits have in law been capitalized 
or not. 


e ‘Rights’ Issues 


\When a company makes a new issue of shares by 
ering existing shareholders the right to sub- 
scribe for a certain proportion at a price below 


the market valuation at the time the trustee must, 


or the Court if necessary will, decide from the 


1Inre Ward’s Will Trusts ({1936] 1 Ch. 704). 
3 Hill v. Permanent Trustee Company (supra.). 
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scheme as a whole whether the company has 
intended to appropriate the value of the right to 
capital or to distribute it as a cash benefit. Then, 
whether the trustee shareholder does in fact 
utilize the right and subscribe for new shares, or 
sells the ‘rights’ on the open market, the equivalent 
value will necessarily be credited to the tenant for 
life or remainderman as appropriate. ‘Thus, if 
the right is worth 5s per share and it is decided 
that this is income the proceeds of any sale will 
pass to the tenant for life, who will similarly still 
be entitled to this 5s per share if the trustee 
decides to take up the new shares offered at the 
advantageous rate. 

Where a shareholder forgoes preferential rights 
in exchange for a cash dividend this payment 
must be appropriated to capital, but this is not a 
common arrangement nowadays. If a company 
wishes to rearrange its capital structure it will 
usually do so by a complete scheme of recon- 
struction of its own finance, or else by the 
formation of another company and the exchange 
of shares in the old company for shares in the 
new. If this is done there may be many factors to 
take into consideration. There may be cash 
transactions in buying out dissentient share- 
holders on the reconstruction, and it may be 
difficult to apportion distributions of shares or 
cash amongst claims to accumulated dividends 
and analogous rights on the one hand and surplus 
assets or capital distributions arising on the 
winding-up of the old company on.the other. 

In law the answer is always the same where 
principles appear to clash: each case must be 
decided asit arises, on its own facts. 


The Position of the Trustee 


It has been stated that where the law regards the 
decision of the company to capitalize income as 
having been implemented within the narrow 
limits indicated, this capitalization is binding upon 
all parties interested in the shares, but it is now. 
necessary to modify this proposition in several 
ways. 

In the first place, the only point for discussion 
in these pages has been the conflict of interests 
between the persons immediately entitled to the 
income, the tenant for life, and the person (it 
may be more than one, of course) interested in 
the preservation of the capital because his share 
in the beneficial interests is postponed, con- 
veniently referred to as the ‘remainderman’. 

. It should, always be remembered, however, 
that the position of these two parties arises 
solely from the existence of a trust instrument, 
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usually a deed or will, which is both the origin of 
the beneficial interests and thé deed of appoint- 
ment of the trustee. It is this that defines not 
only the respective rights of the two parties, but 
also the powers and duties of the trustee, and to 
the extent that any directions are expressed there, 
these are paramount. It is only when the trust 
instrument is silent (as in fact it usually is) that 
the rules of law above eee are brought 
into application at all. 

As a qualification to this statement, however, 
it may be remarked that a trust deed or will is not 
always construed by the Courts as might at first 
sight appear probable: to take an example on 
point, a direction to pay ‘dividends, bonuses and 
income’ to the tenant for life was held not to 


apply to bonus shares where these represented’ 


capitalized profits.1 Similarly, a provision in a 
settlement for capitalizing bonuses has been held 
not to include cash bonuses declared out of profits. 

The next qualification which must be made to 
the general application of the principles discussed 
is that there may be circumstances peculiar to the 
administration of one particular trust which 
would exclude the operation of the normal rule. 
In one of the Thomas Tilling cases®, the 


1 In re Speir ([1924] 1 Ch. 359). 
2? In re MacLaren’s Settlement Trusts ({[1951] 2 AU E.R. 414). 
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circumstances of the purchase by the trustees a 
short while before the bonus distribution were 
such that the Court ruled that the whole of the}- 
price realized on the resale of the shares and the. 
Government stock bonus must be regarded as 
capital of the trust fund. 

Quite apart from considerations peculiar to 
company bonus issues thé Court has, on applica- 
tion, jurisdiction to apportion funds or other 
property between a tenant for life and remainder- 
man. So far as the point has been raised before the 
Courts, or discussed by them in this context, 
however, it seems that apportionment will not 
normally be ordered even when, as in the Thomas 
Tilling cases, anomalies arise. 

The general working principles is that both~ 
sides, the tenant for life and the remainderman, 
must take the rough with the smooth, otherwise 
the question of apportionment will almost 
inevitably be raised on every purchase or sale of 
stocks or shares cum dividend. It seems, therefore, 
unlikely that the Court will interfere with the 
normal actions of the trustees except in cases of 
breach of trust, as where trustees neglect to take 
proper account of the position or deliberately 
pursue a purchasing and reselling or investing 
policy which favours one party at the expense of 
the other. 


WEEKLY NOTES 


Scottish Institute’s Centenary 
SPECIAL SUPPLEMENT TO The Accountant 


The centenary celebrations of The Institute of 
Chartered Accountants of Scotland are being held 
in Edinburgh next Wednesday, ‘Thursday and Friday 
and our leading article this week outlines the history 
of the Scottish Institute. The programme is published 
at page 672. 

A special Scottish supplement will be published with 
our issue of June 26th and will contain a fully illus- 
trated account of the proceedings and of the various 
social events which will take place during the period 
of the celebrations. 


The Association’s Jubilee Scholarship 


The Council of the Association of Certified and 
Corporate Accountants has made the first award 
under its Jubilee Scholarship scheme to Mr Norman 
Reginald Tribble, A.a.c.c.a., of Tunbridge Wells. 
Mr Tribble was elected an associate member of the 
` Association in December 1952 and is now employed as 
Personal Assistant to the Controller of Accounts, Shell- 
Mex and B.P. Ltd, Shell-Mex House, London, WCa2. 
The scholarship is tenable at the London School 
of Economics. 


Steel Prices Change SES 


Both domestic and export steel prices have changed 
in the last two weeks or so. Domestic prices are up 
by an average of about 2 per cent and take account 
of changes in coal costs, wages and transport. These 
alterations, which form part of the Iron and Steel 
Board’s price review (the first overall review for five 
years) seem to have forced the industry to absorb: 
some of its cost increases. On the other hand, the 
steel manufacturers no longer need to pay heavily 
for Continental semi-finished and finished steel, 

as occurred when steel was scarce in the British 
market. 


By contrast, export prices of certain steel plates 
have come down nearer to the level of those quoted 
by Continental competitors. The latter still seem to 
have a slight advantage, however. The output 
premium on certain steel products, which was such 
a feature of the United Kingdom steel industry’s oar 
structure until recently, has now well-nigh dis- 
appeared. 


Altogether, competition and a more balanced 
market are bringing not only important modifications 
in steel prices but also a simplification of the price 
structure. 
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Higher Gold Reserves 


Thanks in no small degree to the large movement of 
funds on London at the beginning of May when it 
Jwas rumoured that the £ might be revalued, this 
country’s gold and dollar reserves increased last 
month by $165 million. This was the highest surplus 
since March 1951 when $193 million was recorded. 
The May surplus has raised the central gold and 
dollar reserves to $2,985 million which is the highest 
level achieved since September 1951. The details of 
the movement in the last year and a half or so are 
‘sot out in the table below. 








$ million 
Other 
gold 
E.P.U, and 3 Change Reserv 
KN settle- move- American ` end- 
+ N I954 ment ments aid reserves period 
May +39 +120 +6 +165 2,985 
April oe a- +7 HID + 9 +135 2,820 
rst gtr. mthly. av. + 2 + 34 +20 +5 2,685 
r953 
4th qtr. mthly. av. — 1 + 54 +19 + 11a 2,518 
3rd qtr. mthly. av. — 6 *+ 31 +28 + 39 — . 
and qtr. mthly. av. +14 + 33 +20 + 67 — 
mt qtr, mthly. av. +32 + 39` +35 +106 §1,846 


* Excluding a $39 million payment in August to Canada under 
the terms of the 1942 interest-free loan. 

.t At December 31st, 1953. § At December 31st, 1952. 
a After payment of $181 million for service of United States and 
Canadian credits. 





It has been estimated that three-quarters of the 
surplus, say between $80 and $90 million, came in 
during the first few days of the month owing to 
speculative investment in sterling but there was a 
steady, if less spectacular, gain in the reserves right 
through the month. It has also to be recorded that the 
official denial of revaluation of sterling did not result 
“thy a movement of funds out of London, so it may be 
that much of the speculative purchasing was merely 
in advance of normal requirements. It is expected 
that there will be no significant movement in the 
central reserves in the near future and it is probable 
that any consequence of the slight worsening in 
recent weeks in the terms of trade will not begin to 
show in the figures before the autumn, when this 
country’s import bill is at its highest. Before then, of 
course, it is possible that there may be changes in 
commodity prices but there are no signs at the 
moment that the terms of trade are going to move 
more favourably to Britain. 


U.S. Recession Flattens Out 


Helped forward by a sustained volume of encouraging 
noises from official commentators, the American 
economy is showing signs that the recession has been 
\ arrested, It may well be that the mild seasonal up- 

ing round about Easter time has been sufficient 
to stop the decline in activity. It is too soon to say yet, 
however, that there are unmistakable signs of buoy- 
ancy. ‘The National City Bank of New York thinks 
that since the Federal Reserve Board’s index of 
industrial output levelled off in April at 123 (1947 to 
1949 == 100), the slight improvement in the rate of 


THE ACCOUNTANT 


667 


steel and automobile production in May should make 
the index move upward. The advance is not expected 
to be large, and current indications, according to the 
bank’s general report, suggest that stability rather 
than resilience will be its keynote. 

Wholesale prices have remained firm and advances 
have been recorded during March and April in new 
orders received by manufacturers of durable goods. 
This suggests that although physical stocks continue 
to-fall, there is growing business in ordering for 
stocks, Farm prices have continued firm since the 
beginning of the year and activity in the construction 
industry was 4 per cent higher this year than in the 
corresponding period of 1953. Retail sales were 
2 to 3 per cent higher in May than the March-April 
average which included the Easter buying period, but 
they were 6 per cent below the figure of a year ago — 
although May 1953 was an exceptionally good month. 
Personal incomes have continued to decline slightly 
but it has been evident for some time that saving by 
the public rather than a decline in gross income has 
been the factor which has reduced the volume of 
personal consumption. 


Dock Labour in 1953 


In a foreword to the 1953 report of the National Dock 
Labour Board, Lord Crook refers to last year as 
having been a happier one than 1952 for the Board. 
In the previous year the trade recession caught the 
docks with a labour force which had become swollen 
to cope with the heavy port traffic of 1951. A release 
scheme was introduced to enable dockers to find other 
work and the surplus of labour was in this way sub- 
stantially reduced. Man-power had stood at 81,000 


in February and had been reduced to 74,400 on the 


main registers near the end of the year. Surplus 
labour totalled 12,071 in 1952 and was reduced to 
7,572 in 1953, and it is thought that a figure of this 
size probably represents a reasonable cushion against 
the fluctuations of seasonal activity. A high labour 
turnover has been a disquieting feature for many 
years, but the chairman of the Board thinks that a 
start was made last year in establishing control over 
the size and disposition of the labour force. 

Thanks to the reduction in surplus man-power it 
was possible to reduce outlay on attendance money 
and guarantee make-up which was reduced by over 
£815,000. The cost of operating the scheme last year 
came to {4:41 million compared with {5-3 million 
in 1952. So far the levy has had to be increased as 
work fell and so increased transport costs at a time 
when they should be reduced. From now on, how- 
ever, the Board proposes to maintain sufficient 
reserves for this purpose to meet any foreseeable 
cause from this source out of accumulated resources. 

Man-days lost owing to disputes increased to 
32,015 last year, a figure which is considerably below 
that for many post-war years, but the fact that it has 
increased at a time when trade was recovering shows 
that there is still a major job to be accomplished in 
labour~management relations at the docks. 
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CORRESPONDENCE 


Letters must be authenticated by the name and address of the writer, not necessarily for publication. 


The Editor does not necessarily agree with, or hold himself responsible for, the opinions expressed. 


Accountancy in Relation to Fluctuating Price 
Levels 


Sır, — I have often wondered whether practising 
accountants who advocate the principle of replace- 
ment costs as being, and having always been, the 
correct and realistic procedure to be applied in 
accounts, qualify in their reports as auditors and in 
prospectuses the truth and fairness of profits arrived at 
on the basis of original cost. l 

Would they regard a consequent cessation or 
curtailment of reasonable dividends, the effect thereof 
on market quotations and on ability to raise fresh 
capital, to be beneficial to the national economy and 
fair to shareholders? i 

It would be interesting to know to what extent 
precept and practice go hand in hand. Or do they 
subscribe to another principle recently advanced 
that profits (or alternatively losses) arrived at or 
either basis should be accepted as true and fair? 


Yours faithfully, 


London. R. KETTLE. 


Bonus Shares: Trust Capital 
Sir, — I have read with considerable interest ‘Barrister- 


-at-Law’s’ observations in your issue of April 24th - 


on the matter raised by ‘A Trustee’ in the issue of 
April roth. | 

Having previously referred to the article headed 
‘Capital Profits Dividends: Capital or Income?’ by 
Spencer G. Maurice, Barrister-at-Law, in your issue 
of October 13th, 1951, in which was reviewed the 
series of cases arising from the nationalization of the 
Thomas Tilling coach business, I am a little sur- 
prised that ‘Barrister-at-Law’ has not distinguished 
‘between (a) the issue by a company of new shares of 
its own as a bonus distribution to members, and 
(b) the distribution by a company of Government 
stock in the form of a special dividend. payable out of 
capital profits. 

It would be interesting to know if “Barrister-at- 
Law’ considers that the decisions in the series of 
cases arising out of the Tilling distribution of 
Government stock, based as they seem to have been 
on the earlier decision in Hill v. Permanent Trustee 
Company of New South Wales, are in any way applic- 
able to the bonus issue to trustees, of a company’s 
own shares, they (the trustees) being given no option 
to take cash`in lieu of the bonus shares. 

‘A Trustee’s’ use of the phrase “bonus shares’ 
seems to suggest that ke had the latter type of case 


particularly in mind. : 
Yours faithfully, 
A MERE LAYMAN. 


[‘Barrister-at-Law’ writes: In answering the rather 
narrow question put by ‘A ‘Trustee’ I fear that I used 


oa 


D 


\ 


terms which were rather too wide. I appreciate the 
opportunity afforded by the Editor to treat the matter 
more fully in an article on another page.] 


Per Procurationem 


SIR, — I have been puzzled recently by a point which 
may interest your readers. Fowler's Dictionary of 
Modern English Usage defines per pro / p.p. as - 
‘abbreviations of per procurationem — by the- agency 
of. The proxy’s signature should therefore be the 
one immediately after p.p. etc., the principal’s 
name standing either before p.p. etc. or after thé 
agent’s name.’ 
Recently I had occasion to endorse a cheque on 
behalf of a principal, and decided to try whether thé 
authority of Fowler could shake the invariable 
practice of the banking and commercial world in 
putting p.p. before the principal’s name. It was 
quite hopeless. The bank official was polite, but firm, 


: remarking that he was interested only in saving me 


the inconvenience of having the cheque returned. 

I am aware that (he words per procurationem are in 
commerce regarded as meaning “for and on behalf of’, 
but is there some reason why the usage I have. indi- 
cated in my first paragraph is regarded as unaccept- 
able? Yours faithfully, 

F.O.M 


Benefits in Kind 


Sir, — My client, the managing director of a public 
company owning hotels and shops, enjoys a salary of 
5s od per week under his service agreement with the 
company, which is just sufficient to pay his national 
insurance contributions. He is a bachelor having no 
other capital. 

H.M. Inspector of Taxes has estimated the value 
of his benefits in kind at £2,500 per annum and has 
sent him a notice of assessment for 1952~53 demand- 
ing payment of income tax on that amount. No doubt 
a surtax demand will follow. 

On the facts of the case it is impossible to deny 
that the cost to my client’s company in supplying 
him with goods and services has been at least the 
sum assessed, but unfortunately he himself is quite 
unable to meet this demand, nor does it appear that 
he will be in a position to do so in the near future. 
The company refuses to depart from their agreement 
with him, either to pay him a larger sum in cash, 
or to allow him to dispose of some of the goods, 
obtainable from them. 

Can any of your readers suggest how I ett 
advise my client? Yours faithfully, 

A. G. B. 


[The situation calls for a vigorously conducted appeal. 
It should surely be possible to point to at least some 
part of the goods and services as being used ‘solely in 
performing the duties’ of the employment within the 
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True to the progressive spirit of Scottish banking, 
service to the community is the watchword of the 
Clydesdale & North of Scotland Bank, which for 
over a century has been intimately associated with 
the development of Scottish Industry, Commerce, 
Agriculture and Fishing. 

To the problems of today the Bank brings a clear 
"apes PANA Ae Getic a eo - and sympathetic understanding, remaining ever alert 
pe RS E to the needs of Scotland’s agricultural and industrial 
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— CLYDESDALE & NORTH OF SCOTLAND ` 
BANK LIMITED 


General Manager: JOHN f. CAMPBELL 


Head Office: 30 ST VINCENT PLACE, GLASGOW, Cl 
34i Branches from the SOLWAY to the SHETLANDS 


TOTAL ASSETS EXCEED £201,000,000 
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job... 


Ant colonies work to a system, each 
group fitted for its own. particular job. 


M.M.M. loose-leaf binders and 
sheets, special forms and account- 
ing equipment, together create 
systems which ease and speed the 
work of industry and commerce. 


“a 
` S 
MOORE S MODERN METHODS, LTD WRITE FOR ADVICE, LEAFLETS (STATE SUBJECT) 
19, 20 & 21 FARRINGDON STREET - LONDON -> E.C.4 OR QUOTATIONS, GIVING REFERENCE 1173A 


l CENtrai 3200 
and at BIRMINGHAM, EDINBURGH, GLASGOW, LEEDS and MANCHESTER 
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Merchant Bankers 
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Copyright Reserced 


ON REGULAR MONTHLY 
i 


additional working ‘capital and security against bad debts, 


Provide Manufacturers, | Merchants and Exporters with 
| 

| Inquiries will be welcomed from Accountants and Professional 
| 


Advisers called upon to deal with the working capital problems 


| of their clients, whether old or newly established. 


For further information consult 


HELLER & PARTNERS LIMITED 


MERCHANT BANKERS : 


Royal London House, 16 Finsbury Square, London, EC2 
| MONarch 9351 | Cables: BANKHELLER, London 





| 
through a flexible system of Sales Finance. f 

| 

| 

| 
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Income Tax Act, 1952, Section 161 (2). In this con- 
nection the ‘wholly, necessarily and exclusively’ rule 
jdoes not apply. Another useful provision is Section 
‘r62 (1) which excludes from Schedule E liability, 
/the cost to the employer of assets which remain the 
employer’s own property. If these two subsections do 
not bring a considerable reduction, the employee may 
consider resigning his seat on the board and becoming 
a plain manager, in which case he could probably take 
advantage of Section 161 (3) which was enacted, 
inter alia, with hotels in mind. — Editor.] 


Double Taxation Relief: Hardship 
SIR, — Double taxation relief coes create a problem 
so far as a retired person with a comparatively small 
income is concerned. 


ee 


Gilt-edged market adjustments have now been 
largely completed on the lines indicated by the 
Treasury's decision to convert the 3 per cent 1954—58 
Defence Loan. This reminder that the last date is 
not necessarily the operational redemption life of a 
short-dated stock has led to a material readjustment 
of investment portfolios with the consequent switch- 
ing operations, bringing a considerable volume of 
business to a generally firm market. ` 


Lombard Banking . 
This week’s reprint gives the accounts of Lombard 


H 


Banking Ltd, submitted at the company’s eighth.. 


annual meeting. ‘Banking’ is a term that requires 
some explanation. 'The company borrows money and. 
re-lends it, which is the main business of a deposit 
bank, but the lending in this case is on hire-purchase 
“Syreements. The company is, in fact, essentially a 
hire-purchase finance house ready to finance the 
purchase of a wide range of assets for personal, 
business or industrial use. 

Mr E. G. Spater, the chairman, who, incidentally, 
came to the company three years ago from a joint 
general managership with the Eagle Star Insurance 
Co, regrets that the authorities fail to appreciate and 
acknowledge the importance of the credit financier 
to national productivity and prosperity. The com- 
pany’s business he says, is handicapped by the 1947 
Treasury directive eliminating additional bank 
borrowings, the restriction on raising more than 
£50,000 of permanent capital in any twelve months, 
the ro per cent reduction in bank facilities previously 
available, and the Board of Trade Order governing the 
terms of certain classes of hire-purchase finance. 

Among the points of note in the accounts is the 
statement of the invoice value of the goods on which 

\the hire-purchase agreements are secured, 


Billion 
The chairman of The Burmah Oil Co Ltd informs 
stockholders in his statement with the accounts that 
the gas reserves of a second well completed on the 
company’s major natural gas field at Sui have been 
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We have just dealt with a case of an elderly lady 
with a gross income of well under £200 per annum. 
A large part of the income comes from shares in a 
private company, and the United Kingdom income 
tax deducted in this case is only 11$d. The obvious 
thing to do is to sell the shares, but it is impossible 
in this case. 


This does appear to be a great hardship, and it 
would be a generous gesture on the part of the 
Inland Revenue by concession to make no distinction 
as to how tax has been paid when income is taxed 
at source. i . 

Yours faithfully, 


Birmingham. PERCY G. STEMBRIDGE & CO. 


-` FINANCE AND COMMERCE 


estimated at 2} billion (English style) cubic feet. 

How many of us, we wonder, know what a billion 
is; whether the English version is a thousand million 
or a million million — or what. We tried the query on 
several of our acquaintances and found their ideas 
confused ~ especially after we had sown the seed of 
doubt. oo 

It might be well, therefore, to clear the point up in 
case some wily examiner with a sense of humour 
slips a billion into an examination paper, just to see 
what sort of answers he may receive. For the record, 
therefore, an English style billion is a million million 
(1,000,000,000,000) but in French or American style 
it is a thousand million (1,000,000,000). 


Rolls Razor 

For readers who may be interested, we place on record 
the view of Mr A. Colin Kingham, chairman of 
Rolls Razor Ltd, that his company’s razor and shaving 
soap provide the "best and most economical shave’. 

But he has to admit that electric dry shavers sold in 
America last year to the tune of $95 million and are 
expected to go over the $100 million this year, and 
that competition for the English and world markets 
is keen and will become keener still as the dry shaving 
habit grows. ` . 

The company, of course, could not afford to be left 


behind and has its own dry shavers on the market with 


the new product gaining ground and the old declining. 
Unfortunately, says the chairman, the dry shaver does 
not show as high a percentage of profit — and the 
figure shown for net trading profit is down from 


£127,669 to £54,503. we 
-The cost of entering the electrical industry has 


. apparently been substantial. Mr Kingham states that 


‘heavy and unexpected costs due to this cause con- 

tinued throughout the year but have been written off 

as they occurred’. ! 
‘Institutional’ | 

Mr Leonard Kassell, the chairman of the Co- 

Operative Insurance Society Ltd, has recently put 

into right perspective the description “institutional 
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LOMBARD BANKING LIMITED 
Consolidated Profit and Loss Account for the year ended December 3lst, 1953 
952 i952 ` 
£ £ £ £ 
778 To Directors’ Fees .. , 2,250 65,162 By Profit on Trading a ge ,, 93,971 
10,16! 939 » Executive Directors’ Remuneration .. 10,193 “ere — » Dividends Recelvable (Gross) > ae Sie we 1,513 
KC » Auditors’ Fees and Expenses ges SN 956 
2,261 ,, Depreciation on Fixed Assets .. 4,053 
384 „ toss on Sale of Fixed Assets.. wewe 
vn Preliminary Expenses, including Stamp 
2il Duty on increased Authorized Capital. . 1,318 
49,569 ,, Net Profit for year before Taxation, 
carried down .. e e SR 76,714 
£65,162 £95,484 £65,162 £95,484 
£ £ £ £ £ £ 
To Taxation ° 49,569 By Net Profit for year before Taxation, brought down .. 76,714 
3,500 Provision for Profits Tax, 1953.. es 3,626 
Provision for Future Taxation, includ- 
' Ing 1954-55 Income Tax arising on these 
2b, 919 Accounts . 36,796 
S Income Tax deducted from Dividends 
IS Receivable e ive Sir 680 
25,419 ' eee dl, 102 
8 » Net Profit for year after Taxation, carried 
R 24,150 down GE e Déi Si Ss 35,612 
£49,569 £76,714 £49,569 £76,714 
mm, LS KR Leg ema, 
£ £ £ £ 
i4,017 To Transfer to Capital Reserve ia RS 15,000 24,150 By Transfer P for De? ater ave of brought ows e 35,612 
ransfer from tors’ Reserve of amount shown by 
9,152 ,, Transfer to General Reserve ei 5,000 8,188 Ve rience to be surplus to requirements’. Wë 
6,886 ,, Dividends, Paid and Proposed .. SN 8,697 ` ge Net ! si on de it and ae oe ie ke Subsidi- 
` aries for trading periods not consolidated above by 
13,206 4 Balance carried down =... nmo o 20,211 8,186 reason of change in their accounting dates ..  . = 
2,737 ., Balance from previous period .. ei Ke ,, 13,206 
£43,261 £48,818 £43,261 £48,818 
£ E £ £ 
759 To Minority Interest In One Subsidiary .. 916 13,206 By Balance brought down .. be Kg SA 20,21} 
12,447 „ Balance carried to Balance Sheet.. S 19,295 
£13,206 £20,211 £13,206 


inyestor’ which is so often applied to insurance ` 


companies. -It is a term, he says, which seems to imply 
something other than an‘association of persons each 

_ of whom has an interest in a small part of the society’s 
assets. 

When the board makes an investment, he points 
out, it does so, not for the benefit of some mythical 
‘institution’, but solely in the interests of policy- 
holders, who are steadily acquiring a direct interest 
in the country’s capital assets as represented by 
property and other securities in which their funds are 
invested. 


‘If He Has the Profits’ 


' A correspondent suggests that the writing off- if 
profits are available—of a substantial part of new 
capital expenditure at the outset, as advocated by 
Lord Piercy in his temarks quoted i in our last issue, 
‘would involve a return to the worst practice of the 
Be old days when the amount of depreciation set 
ide often depended upon, the profit available and 
‘had no regard, as is now required under the 1948 
Act, to what is reasonably necessary for the purpose.’ 
He asks if our comment — ‘May be “‘if he has.the 
profits” is the crucial factor’ — indicates approval of 
Lord Piercy’s view. 


Our further comment that “Taxation at the present 
level leaves the business man with all the risks of new 
enterprise but only the minor share of profits if 
success is achieved’ was intended to point our 
attitude to Lord Piercy’s statement. Lord Piercy, we 
feel, was concerned with the real problem of financing 
capital investment under conditions of heavy taxation 
and not with any retrograde steps in company law. 

In his position as chairman of the Industrial and 
Commercial Finance Corporation Ltd, Lord Piercy 
has a close view of this problem particularly i in its 
effect on smaller and medium sized industrial 
businesses. Relief from the present weight of taxation 
would undoubtedly ease many of ‘the financing 
difficulties in the solution of which Lord Piercy’s 
organization is called upon to assist. 


Money Market 


- The market’s Treasury bill bid was raised by 4d to 


£99 11s gd on June 4th. The immediate result was a 
reduction in the average discount rate of 1s 3°72d to 
£1 12s 11-61d per cent. This is the lowest rate for 
over two years. Allotment of bills was cut to £250 
million but the market received 58 per cent of 
requirements. This week’s offer of bills is £260 
million. 
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CHARTERED ACCOUNTANTS OF SCOTLAND 


CENTENARY CELEBRATIONS, JUNE 16th—18th 


As announced in our issue of February 27th, The 
Institute of Chartered Accountants of Scotland will 
celebrate next week the centenary of the granting of 
its Royal Charter of Incorporation. 


The Oldest Body of Accountants 


The Institute is the oldest existing professional body of 
accountants in the world and the attainment of its 
centenary is to be fittingly commemorated in 
Edinburgh with a series of ceremonies and functions. 


Guests from All Parts of the World 


Representatives of the Government and of account- 
ancy bodies in Great Britain and throughout the 
world will attend the celebrations, and many members 
and their ladies will be present. 


Celebrations among Scottish Chartered 
Accountants Overseas 
The centenary will also be celebrated by Scottish 
chartered accountants abroad who are unable to be in 
Edinburgh; celebration functions have been arranged 
in Johannesburg, Capetown, Colombo, Montreal, 
Calcutta and Hong Kong. 


Programme of Events in Edinburgh 
The celebrations commence in Edinburgh next 


Wednesday and continue on Thursday and Friday. ` 


The programme is as follows: 


Wednesday, June x6th. 
II.5 a.m. 
Service of commemoration and thanksgiving in 
St Giles’, conducted by The Very Rev. Charles L. 
‘Warr, K. CN. o, D.D., LL.D., Dean of the ‘Thistle 
and Chapel Royal, ' with The Rt. Rev. Bishop 
K. C. H. Warner, D.S.0., D.D. 


12.45 p.m. for 1.15 p.m. 
Presidential luncheon at the Adam Rooms. 


3 p.m. 
Opening plenary session in the Usher Hall 
to welcome those taking part in the festivities, 
including representatives from other accountancy 
bodies at home and overseas. At this session 
representatives of accountancy bodies at home and 
overseas will deliver addresses. 


. 7.15 pom. for 7.45 p.m. 
Centenary banquet in the Music Hall at the 
Assembiy Rooms, for members and represent- 
atives of other accountancy bodies. 


7 p.m. for 7.30 p.m. 
Centenary dinner in the Adam Rooms for 
members’ ladies and the ladies of the represent- 
atives of other accountancy bodies who are the 
guests of the Institute. 


Thursday, Sune r7th. 

Forenoon and afternoon, Golf competition — Stableford 
on handicap (Competitors to play over Muirfield 
or Luffness). Conducted motor coach tour to the 
border country, including Abbotsford House and 
Melrose and Dryburgh Abbeys (luncheon and tea 
will be provided en route).. 

Alternatively, a short conducted motor coach 
tour of Edinburgh, which may be taken either 
during the forenoon or the afternoon: the after- 
noon tour will also include the Forth Bridges- 


9 p.m. x 
Civic reception in the City Chambers by the Lord 
Provost and Corporation of the City and Royal- 
Burgh of Edinburgh. (Edinburgh Castle will be 
floodlit on this evening — from 10.30 p.m. to mid- 
night—in honour of the centenary.) 


& p.m. 
Theatre DC at the King’s Theatre. 


Friday, June 18th. 
LO a.m. 

Plenary session in the Music Hall at the Assembly 
Rooms when two papers will be presented; the 
first, by Prof. Robert Browning, M.A., LL.B., C.A., 
will deal with “The history and development of 
the accountancy profession in Scotland’; and the 
second, by Mr Ian T. Morrow, C.A., F.C.W.A., 
ATILI., Will be concerned with “The accountant 
in modern society’. 


12.45 p.m. for 1.15 pm. 
Presidential luncheon. 


Luncheon for lady members of the Institute. 


3.30 pom. l 
Dress show in the Adam Rooms for the ladies.” 
There will also be available the short motor coach 
tour of Edinburgh and district, and facilities for 
golf will be arranged for those who so wish. 


9.30 p.m. 
Centenary ball in the Assembly Rooms, organized 
on behalf of the Institute by The Chartered 
Accountants Students’ Society of Edinburgh and 
The Glasgow Chartered Accountants Students’ 
Society. 


~—— mi 


Exhibition of Historic Books and Documents 


An exhibition of historic documents, accounts and 
books showing early book-keeping methods in man 
countries will be held at the Institute’s offices, 
Queen Street, Edinburgh, during the period of th 
celebrations. 


Centenary Book 


The Institute will also publish in connection with its 
centenary a volume dealing with the history of Scottish 
accountants from the earliest times to the present day. 
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WILLIAMS DEACON’S 


- & HEAD OFFICE: BANK LTD 
ST ANDREW SQUARE, EDINBURGH 
BRANCHES THROUGHOUT SCOTLAND AND IN LONDON 





CORRESPONDENTS THROUGHOUT THE WORLD 


lune 12th, 1954 


THE ACCOUNTANT 


THE ROYAL COMMISSION 


673 


FURTHER ORAL EVIDENCE 


H 


As we reported briefly last week, the Royal Commission 
on the T'axation of Profits and Income resumed its 
public sessions on June 2nd, this time at 10 Carlton 
House Terrace, London. In the morning, evidence was 
given by representatives of the British Overseas Mining 
Association, Messrs Robert Walker, M.B.E. (Past 
President), A. G. Davies, H. J. Hinves and T. W. 
Macdonald. The first part of the afternoon was devoted 


to evidence from the Association of University: 


Beaches, represented by Dr D. Chapman (Liverpool 
TJniversity), Professor H. V. A. Briscoe (Imperial 
College, London), Dr D. R. Wightman (Birmingham 
University), Professor Gower (London University), and 
Lord Chorley (London School of Economics). 

The day closed with evidence from representatives of 
the Whole-time Consultants’ Association (formerly 
the Association of Whole-time Salaried Specialists), 
Dr E. N. Allott (President), Dr C. Allen Birch (Secre- 
tary), and Dr L. T. Hilliard (Treasurer). 


BRITISH OVERSEAS MINING ASSOCIATION 


= Nadia of Overseas Profits in the Country 
of Origin 


í Speaking for the British Overseas Mining Association, 
"Mr Davies recalled that in its written submissions,? the 
Adsociation had suggested that overseas profits should 
be taxed only in so far as they were remitted to the 
United Kingdom. This basis had been examined by 
the Commission and had been rejected.” If, as the 
Commission considered, the remittance basis was un- 
workable, the Association wished.to put forward the 
view that overseas profits and dividends should only 
be taxed in the country of origin. The trend of inter- 
national thought as evidenced by discussions in the 
Fiscel Commission of the United Nations and in the 
Internztional Chamber of Commerce was steadily 
moving towards the view that the country of origin 
had the sole right to assess. 

Mr Davies drew the Commission’s attention to a 

letter to New Commonwealth (dated April 27th, 1953) 

from Sir Frederick Godber, where Sir Frederick 

ed that the best contribution which could be made 
in many overseas countries to economic development 
was a British company with a board of directors in the 

‘United Kingdom. It was, however, inhibited by the 
taxation laws of this country. 


Alternative Suggestions 


If the Commission felt that it was unable to accept the 
claim for exemption in this way of profits arising over- 
_ seas, the Association wished to put forward alternative 
proposals. These were palliatives only. The present 
tax climate of the United Kingdom was completely 
unpropitious for the setting up of companies here to 
develop new sources of raw materials and minerals 
overseas. No new mining company had been set up 


since 1939 and unless there were really drastic changes. 


in the United Kingdom tax system it was most un- 

likely that any further companies would be registered 

here. Not only were the tax rates ‘unattractive’, but 

the whole scheme of allowances was inadequate for 
e mining industry. 

La While the. Association appreciated that the Com- 
mission, for one reason or another, might not feel able 
to recommend any tax change of major significance, it 
did assert that in the present tax climate not only were 


1 Reviewed in The Accountant, July 19th, 1952, at page 60. 
32 Cmd. 8761, H.M.S.O., e net. See The Accountant, 
February 28th, 1953. 


there no further developments possible for companies 
managed in the United Kingdom, but the only possible 
outcome was a progressive withering away of such 
companies as still remained. This submission might 
be in the nature of a Jeremiad but it was inevitable. 
Mr Davies then produced some statistics which had 
been prepared for the Association by The Economist 
Intelligence Unit, on the amount of investment in 
overseas mining industry from this country. The 
figures showed that out of £263 million of capital 
raised in London in the years 1946 to 1952 inclusive, 
only £15 million was for United Kingdom operating 
concerns. The bulk of the total, {230 million, was 
money raised in London for companies controlled in 
South Africa. Of the £15 million for United Kingdom 
companies, £4 million was for companies which had 
since migrated. 

It was because of the seriousness of the position that 
the Association asked the Commission to consider 
desperate remedies. Relatively minor reliefs could not 


. help much. 


Differential Rates 


Dealing with the first suggestion alternative to com- 
plete exemption, Mr Davies recalled that in its first 
report the Commission had mentioned the subject of 
differential rates of tax. He felt that the Commission 
was moving towards what he was now suggesting, 
namely, a differential rate in favour of profits arising 
overseas. The first report had made it clear that it was 
only the United Kingdom which clung to the idea of 
always taxing overseas profits at the seme rate as home 
profits. The Association thought the time had come 
to move in step with other countries on this question. 
The Association did not put forward any precise figure 
of differential but thought that it should in any case be 
substantial. The double taxation relief system, of 
giving credit for overseas tax, had fallen down. Under- 
developed countries had moved away from profit 
taxation as such, and had imposed new taxes which 
did not qualify for double taxation relief. Unilateral 
relief should be extended to taxes which, though not 
levied on income as such, were in effect income taxes. 
In the present situation it was possible for a company 
to pay a combined rate of tax equivalent to 16s 3d in 


the £. 
Depletion Allowances 


Mr Davies said the Association also wished to urge a 
particular remedy for mining companies operating 
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overseas. As they were dealing with wasting assets, 
they ought to be granted a percentage depletion allow- 
ance. The Association considered that the official 
objections to percentage depletion allowances in this 
country, as shown by the remarks of Treasury 
Ministers on Finance Bill debates, were misjudged. 

In the first place, it was not correct to argue that 
such allowances must lead to loss of tax. If, as the 
Association thought, the allowance fulfilled its purpose 
as a stimulus, it would create a wider taxable base. At 
present, new taxable income from overseas mining 
would not arise to United Kingdom companies at all. 
It was not a question of transferring tax burdens to 
other taxpayers, but of creating conditions under 
which overseas mining income would flow into this 
country again. 

Ii might well be that such allowances were selective, 
but that was only because all mining depended on 
wasting assets and carried risks which were not 
incurred by other industries. The Chancellor himself 
had recognized the special position of mining when he 
granted a 40 per cent initial allowance, as against the 
normal 20 per cent for other industries. 


The Working of a Preferential Rates System 


The chairman of the Commission, Lord Radcliffe, 
began his questions by asking whether the Associa- 
tion’s representatives had studied in other countries 
the preferential rates system which they were now 
suggesting. How, for instance, was the exact preference 
arrived at? Mr Davies said that that was a domestic 
matter for each country, depending on its Budget 
policy. Mr Hinves said that, generally speaking, in the 
British Commonwealth standard tax rates varied 
between, say, 7s in the £ and gs in the £. The prefer- 
ential rate might consist of the difference between the 
overseas rate and the United Kingdom rate. Mr 
Macdonald raised the question of taxes which are not 
income taxes in form. The differential rate should take 
those taxes into account, 


Taxes not Qualifying for Double Tax Relief 


The Chairman asked for examples of overseas taxes 
which did not qualify for British double tax relief. 
Mr Davies said that export duties were imposed by 
Portugal, Ceylon, Malaya, and Mexico. There were 
also taxes on production in some territories. When 
Sir Geoffrey Heyworth asked how these taxes could be 
related to profit, Mr Davies said that some govern- 
ments had no great faith in company accounts, even 
British company accounts. Physical production was 
much easier to’ check. Moreover, a production tax 
was more flexible in that it could be adjusted at any 
time and was not necessarily tied to annual accounts. 
He added that sometimes a so-called royalty tax was 
computed on the same basis as income tax but was 
called a royalty so as to prevent the company from 
obtaining double tax relief in the United Kingdom. 
Asked what could be the motive for such an action he 
said that in the case of colonies it was perhaps the 
fatherly interest of the British Treasury who were 
concerned both with the welfare of the colonies and 
with that of the British Exchequer. 

Mr Hinves recalled that the Gold Coast two years 
ago introduced certain mineral duties which technically 
were based on quantum but were really based on 
taxable capacity. Mr Davies said that local jurisdictions 
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were feeling for the upper limit of taxable capacity; 
in West Africa in particular there was a growing tend- 
ency to raise more tax. E 7 


Non-tax Factors Encouraging Migration \ 


Lord Radcliffe said that tax considerations were 
only one factor in the complex of reasons which in-| 
duced companies to emigrate. The Commission’s 
task was to evaluate the strength of the various factors. 
For example, how much pressure was there in the 
overseas countries to have the responsible boards of 
operating companies situated on the spot? Mr Davies 
said that British enterprise, to survive, must merge 
in its local setting. Often a colonial government 
actually owned the minerals being exploited, and could 
stop the company from operating. That was one 
reason why he thought that dividends received by 
British holding companies out of overseas mining 
profits ought to bé exempted from United Kingdom ‘taxg 

Mr Millard Tucker, the vice-chairman of the Com- 
mission, asked how the setting up of a local board 
furthered, in the words of the Association, ‘partner~ 
ship with local interests’? Did it mean giving seats on 
the Board to local people. It was already the practice 
to have a general manager, or even the managing 
director on the spot. 

Mr Davies told Sir Harry Gill, another member of 
the Commission, that while tax considerations were 
not the only reason for migration, they constituted the 
main reason. Mr Macdonald said that the increase of 
unilateral double tax relief to 100 per cent showed 
that the Government had accepted the principle that 
the country in which the profit was earned came first. 
Sir Harry asked what advantage there could be for the 
mining companies in a proposal which on their own 
argument would involve the British Exchequer in no 
loss. Mr Davies said there would be a loss, but a 
comparatively small one which would soon be made up 
by increased tax as a result of the stimulus given to 
the industry. 





Financial Structure of the Overseas Mining 
l Industry 


Lord Radcliffe said he gathered that prospecting for 
new minerals was done by finance companies through -~ 
the medium of operating companies. Was all the 
prospecting done in that way? Mr Hinves said it was 
not easy to generalize. A finance company might be 
the holding company of a group of operating compan- 
ies. Some operating companies also undertook pros- 
pecting, especially when they specialized in a particular 
mineral. Mr Davies added that an operating company 
might do everything, except where it had to form a 
new company in order to raise necessary capital. A 
group of companies might prospect through the 
medium of a single prospecting company. 


Depletion Allowances 


Lord Radcliffe asked whether the restriction of dës 
pletion allowances to the cost ofthe first United King- 
dom purchaser was a relevant limitation. Mr Davies 
thought not; if the price increased then the excess was 
usually liable to British tax. 

The chairman went on to say that only the operator 
qualified for depletion allowance. Was he in fact the 
one who would want to have this incentive for further 
development? When Mr Davies assented, Lord 
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Radcliffe recalled that in his earlier evidence he had 
Sn that it was the finance companies which kept the 
JI rolling. Mr Davies said he supposed that if the 
ance . came somewhere in the structure, the 
nåustry would in fact get the relief. Mr Hinves 
added that the allowance would certainly encourage 
new investment. 


Taxation of United Kingdom Shareholders 
Mr Sylvester G. Gates, another member of the Com- 
mission, asked what would happen when overseas 
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profits were distributed to United Kingdom share- 
holders, assuming those profits bore no tax, Was no 
tax to be deducted? Mr Davies said it had been 
suggested that such dividends should bear no standard 
rate but should be grossed up for surtax purposes, or 
taken into account merely to arrive at the rate of tax 
on other income. If the company was to have an in- 
centive then it ought to bẹ passed on to the shareholders. 
The Association had not examined that problem. ‘To 
this, Mr Millard Tucker observed that it was the 
Association which had raised it. 


ASSOCIATION OF UNIVERSITY TEACHERS 


The Association of University Teachers was con- 
cerned solely with the present basis of expenses 
allowances under Schedule E. Lord Radcliffe invited 
lits\representatives to supplement the memorandum 
ewhich the Association-had submitted. Dr Chapman 
then expatiated on the special nature of the profession 
jof university teaching as involving much more than 
‘mere teaching. There was a traditional and ethical 
‘obligation to carry out work which was not con- 
_ tractually stipulated for.. He recalled that originally 
' the university lecturer looked to his students direct 
for his fees. Although these were now commuted in 
the form of salary, the background was much the 
same. Nevertheless, although they carried on a pro- 
fession, they could not claim expenses against their 
salaries on the same generous basis as applied to 
Schedule D. What university teachers asked for was a 
. special clause providing that they were entitled to 


' charge expenses reasonably incurred in carrying out 


their duties. Failing that, they asked that the Schedule 
D basis be applied. 
The expenses they incurred, and for which allowance 


was either absent or inadequate, included the cost of 
books, travelling for research purposes or to attend 
meetings of learned societies, entertaining students 
and visiting lecturers, subscriptions to learned societies, 
cost of a study at home, and secretarial assistance. 
Lord Radcliffe said the Commission would like to 
have some documentary evidence of the terms on 
which lecturers were employed. In so far as lecturers 
were free agents in deciding what additional work 
they would perform, he was not sure that they did not 
overrate the advantages of Schedule D. As a practising 
barrister he had never been allowed the expense of 
purchasing any law book except current law reports 
and new editions of text-books which he already 
possessed. Mr Millard Tucker satd that his experience 
was the same. 
- After detailed discussion of university lecturers’ 
expenses, Mr Gates threw out the suggestion that the 
universities might provide facilities in kind and reduce 
salaries pro tanto. Mr Millard Tucker asked the 
witnesses whether they had ever applied to be assessed 
under Schedule D. 


WHOLE-TIME CONSULTANTS’ ASSOCIATION . 


Dr. Allott, President of the’ Whole-time Consultants’ 
Association, explained that the Association’s members 
were employed full time by hospital boards and were 
assessed under Schedule E. Some of their expenses 
were refunded, but not all. Their part-time colleagues 
who were assessed under Schedule D obtained tax 
relief on a much more generous scale, although the 
difference between them was theoretical rather than 
_ real. Schedule D rules as to expenses ought to apply 
to them all. What the representatives of the Association 
of University Teachers had said largely applied to his 
association as well. They had not applied to the hos- 
pital boards to refund expenses on a more generous 
scale because the boards’ funds were limited. 


There was considerable variation between different. 


boards. In relation to conferences, some boards allowed 
expenses where the consultant was going to read a 
paper. Some took the view that unless he went merely 


to listen to other people reading papers he ought not 
to be allowed the expense. The tax Inspector, on the 
other hand, allowed relief in neither case. Dr Allott 
said that he performed editorial work in his leisure 
hours; some paid and some not. The Inspector refused 
to allow him to set off the expenses of the unpaid 


work against the receipts from the paid work, although 


those receipts were of course assessed under Schedule 
D and not Schedule E. 

Mr Millard Tucker said that if a consultant was 
allowed leave on full pay to go to a medical con- 
ference, it must follow thet he attended the conference 
in the performance of his duties. He suggested that 
Dr Allott try this on the Inspector. Lord Radcliffe 
said that perhaps they could treat that as an interim 
recommendation of the Commission. 

A further public hearing was held last Thursday; the 
proceedings will be reported in our next issue. 
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OF CHARTERED 


ACCOUNTANTS IN ENGLAND AND WALES“ 
MEETING OF THE COUNCIL 


At a meeting of the Council held on Wednesday, June 2nd, 
1954, at the Hall of the Institute, Moorgate Place, London, 
EC2, there were present: 

Mr J. Blakey, President, in the chair; Mr D V. House, 
Vice-President; Messrs H. Garton Ash, 0.8.E., M.C, W i. 
Barrows, Sir Harold Barton, Mr T. A. ‘Hamilton Baynes, Sir 
Bernhard Binder, Messrs C, W. Boyce, ¢.B.g., W. G. Campbell, 
P. a Carpenter, W. S. Carrington, rf A. Clarke, J. Clayton, 
S. W. Cornwell, E. C. Corton, A. S. Dicker, M.B.E., W. W. 
Fea, G. R. Freeman, P. F. Granger, Sir Harold Howitt, G.B.E., 
D.S.O. M.C., Sir Russell Kettle, Messrs R. B. Leech, M.B.E., T.D., 
R. McNeil, K. A E. Moore, S. J. Pears, C. U. Peat, m.c., P. M. 
Rees, M.C., P. V. Roberts, T. B. Robson, M.B.E., G. F. Saunders, 
Gilbert D. Shepherd, M.B.E., K. G. Shuttleworth, C. M. Strachan, 
0.8.E., E. D. Taylor, G. L. C. Touche, E. Gordon Turner, M.C., 
A. D. Walker, Sir Nicholas Waterhouse, K.B.E., Messrs M. 
Wheatley Jones, E. F. G. Whinney, R. D Winter, M.C., T.D., 
with the Secretary and Assistant Secretaries. 


Election of President and Vice-President 


Mr Donald Victor House, F.cC.A. (Harmood Banner, Lewis 
& Mounsey), was elected President and Mr William Speight 
Carrington, F.c.A. (Whinney, Smith & Whinney), was 
elected Vice-President for the ensuing year. 

Mr FREEMAN: Mr President and gentlemen, my task is 
rendered all the more easy and straightforward because my 
seconder is going to tell you in more detail of the career of 
the gentleman ~ Mr Donald Victor House — whom I am 
proposing for President. (Applause.) We shall have in Mr 
House a worthy successor to yourself and I am sure you 
will all agree that we could not do better than ask Mr House 
to undertake the onerous duties of the presidency of the 
Institute. 

I am not going to detain you very long or give you a long 
- history of Mr House’s activities. I will only say that those 
activities have been most useful to the Institute and to the 
profession generally. During the past year he has carried 
out his task as Vice-President, so far as the President has 
allowed him, in a first-class manner. There is one thing I 
should like to say about him and that is that Mr House, I 
think, first came into some sort of fame in this Institute 
because he was secretary — as he still is — of the Chartered 
Accountants’ Golfing Association. That shows that sports 
and sportsmanship have a great deal to do with a man’s 
progress in life, and we know what Mr House has done in 
that capacity. Many years ago I suggested to him, when 
there was some difficulty about the appointment, that he 
might apply for a job as examiner. He became one of our 
examiners, and, as you know, since that time he has had 
quite a lot to do with our examinations and as chairman 
of our Examination Committee for some years he did a 
notable piece of work. I feel that I myself was very fortunate 
in having something to do with introducing Mr House to 
a position which brought him a little nearer to the Council. 
I will conclude by asking you to support unanimously the 
resolution that Mr Donald Victor House be President of 
the Institute for the ensuing year. (Applause.) 

_ Mr Srracwan: Mr President, that this resolution is 

before us follows our choice of the Vice-President last year, 
but I second it, not with ‘any sense of asking the members of 
the Council to resign themselves to the inevitable, but rather 
of asking them to rejoice in the fulfilment of expectation. 
(Laughter.) 

It so chances that I happen to recollect that in my early 
days in the office in Hull — more than fifty years ago ~ the 
firm of which Mr House is a member, was spoken of with 
high regard. We shall have as President one who has already 
demonstrated that he can assume and wear the mantle of 
a great tradition. 


In Mr Hovse we have a man fully able to take his part 
in the direction of policy and organization of affairs of our 
Institute who stands out to me as being one who knows and 
represents in an exceptional manner the individual chartered 
accountant. 

He was on the Liverpool Students Society Committee; 
he has been Vice-President of the London and District 
Society, On the Council he has served on many committees, 
and the committees of which he has been chairman have 
brought him into touch with the everyday life and problems 
of members and articled clerks. 

As chairman of the Examination Committee, he stood for 
the maintenance of standards, but did not fail to regard thea 
candidates as human. As chairman for so long of the 
Summer Course Committee, he has done much to bring | 
about those happy contacts between chartered accountants? 
in practice, in service and in commerce. 

He has been in the chair of the Investigation Committee 
which nowadays provides so valuable a function in giving ` 
advice to members as well as being severe to the point of 
ETE on deviation from the highest code of professional 
ethics 

He has been chairman from the first of the committee 
SE to deal with the bequests of the late Mr P. D. 

eake. 

I should describe him as a members’ President. Indeed, 
sir, I am tempted to say he is another Beveridge, concerned 
with chartered accountants from the cradle to the grave. 

We shall have in our President a man of action, definite 
and direct, a leader in planning and execution, able to carry 
his colleagues with him. We have had a foretaste of the 
exercise of judgment and discretion which should serve us 
well in the coming year. 

So I am sure we shall be happy in his presidency and I 
rejoice to feel that he and Mrs House will be happy in it 
also. His sentiments, I trust, will be those of Pope Leo% 
who said: ‘As God has called us to the Papacy, let us enjoy 
it? I have pleasure, Mr President, in seconding the 
resolution. (Applause.) 

The resolution was put to the meeting and carried 
unanimously and with acclamation. 

Mr House was then invested with the badge of office by- 
the retiring President and took the chair. He said: I thank 
you, Mr Freeman and Mr Strachan, for all the generous 
remarks with which you have proposed and seconded my 
election. I also thank you, members.of the Council, for the 
way in which.you have received the resolution. 

During the twelve years that I have been a member of 
this Council each President has remarked upon the friend- 
ship and kindliness of his colleagues during his year of 
office and has also referred to the unfailing support and 
advice which he has received not only from them but also 
from the officials and staff of the Institute. 

The knowledge that during the coming year this support 
will be extended to me gives me comfort and confidence 
when, at this rather emotional moment, I venture to medi- 
tate upon the responsibility which you have placed upo 
my shoulders this morning. 

All of us on this Council have reason to be grateful t 
Mr Freeman for one reason or another. I am therefore 
particularly happy that it has fallen to his lot to propose 
my election because as I remember away back in the early 
*thirties you, sir, were the first member of the Council I 
ever met. 

Since then, whilst not always a bed of roses, life for me 
has been very happy and the fates have been very kind to 
me in the service of the profession and in the many friends 
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that I have made in consequence. One of my most treasured 
memories will be to have had the privilege of being so 
closely connected with the development of the Institute 
ier Course at Oxford. 

ne happy circumstance is that I have had the good 
fortune to serve my term as Vice-President under Mr James 
Blakey. As Mr Freeman has said, the only complaint I 
might have is that he has been so assiduous in his duties, 
which after all is only what one would expect from a 
Lancastrian, and has taken everything so much in his stride 
that my apprenticeship for this office can be said to have 
been almost devoid of any practical training (laughter); but 
he has gone out of his way to give me the full benefit of 
his experience and that, combined with his kindly advice, 
guidance and example, will mean a great deal to me. I take 
this opportunity of expressing to him my thanks and 
appreciation. 

Already my diary contains many social events where 
ladies will be present. For these occasions I am fortunate 
in having a wife upon whose support and care I can rely 
and. who is also professionally minded. It is perhaps not 
nowWn to all of you that she is a dental surgeon, and I know 
that she intends to derive — or should I say extract! (laugh- 
iter) as much pleasure from doing her job as the wife of 
the President as I hope to do from mine. 

It is only by the co-operation and consideration of his 
partners that a President can divorce himself from the day- 
to-day routine of practice and thus, during his year of 
office, devote his energies whole-heartedly to the ever- 
increasing calls of Institute matters. I am grateful to my 
partners for making it possible for me to accept this high 
honour. It is perhaps of some historical interest to recall 
that a similar distinction was bestowed upon a former 
partner of my firm exactly fifty years ago today, when, in 
1904, the late Sir John Harmood Banner was elected 
President, One of his duties in that capacity was to represent 
our Institute at the Jubilee of the Society of Accountants in 
Edinburgh and I am looking forward with keen pleasure 
to being present at the Centenary celebrations in Edinburgh 
a fortnight today. 

Looking forward, I suppose that each succeeding year 
shows signs of being more momentous than the one before. 
That, after all, is an indication of progress. The same 

ought has doubtless been in the mind of each of my 
predecessors in this high office. The record of this Institute 
shows how eminently successful they have been in sur- 
mounting its problems and difficulties and also in further- 
ing its development. It will be my humble and earnest 
endeavour not only to maintain but also to try and extend 
their achievements to the best of my ability. 


‘I conclude by expressing once more my gratitude for the 

‘confidence you have so warmly reposed in me and the 
honour which you have done me by electing me your 
President. (Applause.) 

_ Sir NicHoLas WATERHOUSE: Mr President and gentlemen, 
I am very pleased that I have been chosen yet once again to 
propose a candidate for election as Vice-President for the 
coming year. 

A number of names has been carefully considered by 
your Past-Presidents and their unanimous choice has fallen 
on one who I am confident will be acclaimed by all of you. 


He is Mr William Speight Carrington. (Applause.) We all . 


know him so well and so greatly appreciate his services not 
only to the Council but to the whole accounting profession 
that it is unnecessary for me to attempt to gild the lily. 
‘It is usual, however, oa these occasions to give a short 
"summary of the candidate’s qualifications and I would 
refore tell you that Mr Carrington, who was born in 
. 1904, was articled in 1921 to Moore & Smalley at Preston 
(the same town as Sir Charles Palmomur). He passed the 
Intermediate in May 1924, and the Final in May 1926, 
dividing the “Whinney’ prize. 
He commenced to practise as partner in Whinney, Smith 
& Whinney, London, on June rst, 1932, and was elected 
to fellowship in February 1938. He became a member of the 
Council on November 4th, 1942, and served on the follow- 
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ing: committees: Examination Committee, July 1943 to 
July 1946; Parliamentary and Law Committee, December 
1942, on which he has been Vice-Chairman since July 1948; 
General Purposes Committee, July 1946 to date; Overseas 
Relations Committee, which has recently been set up; and 
the Taxation and Research Committee, 1942 to 1948, 
having been chairman of its Taxation Sub-committee from 
1942 to 1945. He is also one of the trustees of the Staff 
Pensions Fund. 

In addition to these domestic activities, he has held a 
number of important Government appointments, namely,. 
as a member of the Royal Commission on the Taxation of 
Profits and Income; the ‘Tucker Committee on the Taxation 
of Trading Profits; the Tucker Committee on the Taxation 
Treatment of Provisions for Retirement; the Central 
Valuation Board of the Coal Industry Nationalization Act, 
1946; and the Panel of Referees and of the Panel of Arbi- 
trators under the same Act. I think you will all agree that 
he is probably one of the greatest authorities on taxation 
in the country. 

But apart from all these achievements there is Mr 
Carrington’s own personality and character. We all know 
from our own experience how he has conducted himself in 
this chamber and at committee meetings where we have 
had the opportunity of appreciating his wit and admiring 
the great clarity of expression in which he expounds even 
the most complicated matters. 

Gentlemen, I have the greatest confidence and pleasure 
in proposing this resolution and I will ask Mr Campbell to 
second it. (Applause.) 

Mr CAMPBELL: It is a privilege to second the nomination 
of Mr Carrington as Vice-President. You have heard Sir 
Nicholas recite some of his activities. He has not exhausted 
the list. In this Council we know very well indeed what 
Mr Carrington has done; very many members in the 
profession outside also know it well and beyond the profes- 
sion itself, in wider and wider circles, there are people who 
recognize that whatever task is given to Mr Carrington will 
be carried out not only with efficiency but with brilliance. 

When last year Sir Nicholas proposed you, sir, for this 
office, he mentioned that you were born just before the 
Victorian era ended, I think that Mr Carrington, owing to 
circumstances over which he had no control, is barred from 
having that ¢loak of respectability which we. Victorians, 
sometimes with justice, do assutne. Nevertheless, in the 
case of Mr Carrington I do suggest that we need not have 
any qualms in electing to the vice-presidential chair this 
first Edwardian to occupy it! CLaughter.) It is quite clear 
that I use the word ‘Edwardian’ in its historical and not in 
its recent derogatory sense! (Laughter.) 

One of Mr Carrington’s early activities was, I think, in 
1927, as a member of the London Members’ Committee, 
as it was then called. He was its chairman in the difficult 
years between the wars. Since then he has shown in many 
directions what a great knowledge he has of finance and 
taxation matters, both in our own Taxation and Research 
Committee and on Government bodies. In the Council I 
have always greatly admired and envied his conduct of 
affairs. It is not I think customary in this chamber to quote 
Latin tags. After all, we live in the dreadful shadow of our 
motto. (Laughter.) But there is one tag which is eminently 
applicable to Mr Carrington: Suaviter in modo, fortiter in re. 
Courteous in manners, but that is not enough. Steadfast in 
the tasks that come to his hand, but that is not quite enough. 
But taken in combination, as we have them in Mr Carring- 
ton, we have one who is completely equipped for carrying 
through any matter in connection with the Institute and 
the profession. It is, therefore, with great pleasure that I 
second the nomination of Mr Carrington as Vice-President. 
(Applause.) 

The resolution was carried unanimously and with 
acclamation and Mr Carrington took his place in the Vice- 
President’s chair and was invested by the President with 
the badge of office. 

Mr CarrincTron: Mr President, Sir Nicholas, Mr 
Campbell, and members of Council, on an occasion like 
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this one cannot help but feel more than charged with 
emotion. I feel more honoured than I can say on having 
been called to this high office and I am more than grateful 
to Sir Nicholas and to Mr Campbell for the way in which 
they have put this proposal and to all of you for the more 
than generous manner in which you have received it. It is 
with absolute sincerity, however, that I pray that I may be 
ever mindful of the responsibilities of my office and that 
on each and every occasion I may strive to the utmost of 
my powers to carry through to your satisfaction whatever 
duties may fall to my lot. Furthermore, Mr President, it 
will be my constant endeavour to assist you in every way I 
can in fulfilling the arduous and exacting duties which you 
are now assuming. I am afraid that my knowledge of Latin 
does not permit me to reply to Mr Campbell in suitable 
terms. Mr Campbell is from Scotland where education is 
carried on at a very high plane. (Laughter.) Like the 
immediate Past-President and you, sir, I am a Lancastrian, 
and, like one or two other members of the Council, I did 
attend a school that is not unknown to you in the county of 
Lancashire. But it was not my good fortune to be a classical 
scholar. I was on the science side. I was destined to be a 
physicist. Perhaps it is as well that I did not pursue that 
path because I might now have been concerned with 
experiments on the hydrogen bomb and life would not be 
so secure as it is today. (Laughter.) 

I thank you, one and all, for the confidence you have 
shown in me and I trust I shall not let you down. (Applause.) 

Mr SAUNDERS; It is my pleasure and indeed my privilege 
to propose a vote of thanks to our retiring President and 
in particular to thank our good friend and colleague, Mr 
James Blakey, for the distinguished manner in which he 
has carried out the duties of his high: office. Mr Blakey 
has more than fulfilled the expectations which we had of 
him and which we expressed on the occasion of his election 
a year ago. He has been tireless in his efforts to carry out 
his duties, and in doing so I am told he has travelled not 
less than 18,000 miles, almost a mile for every member of 
the Institute. (Laughter.) Whether future Presidents will 
be able to maintain that record in view of our ever-increas- 
ing membership I do not know. He has also attended 
seventy-five other functions in the nature of dinners and 
so forth, and in spite of these great social activities he has 
found the time to attend on ninety-two occasions at meetings 
of the Council, committees, and sub-committees on which 
he has served during the year. 


It is said that human nature is to be seen at its poorest at 
the breakfast table. I have seen a great deal of the Past- 
President at the breakfast table during the past twelve 
months. We have met once a month and have had breakfast 
together on the train, and it was always also on a Monday 
morning. That may seem bad enough, but worse is to come, 
‘because the President had to face his immediate pre- 
prandial moments amid the chill breezes which circulate 
on the main platform at Crewe. Yet he always turned up 
cheerful and smiling and full of renewed enthusiasm for the 
work of the Institute, with fresh ideas for enhancing its 
prestige. Not only has Mr Blakey attended all the thirteen 
district society functions during the year, the summer 
course at Oxford, and the autumn conference at Scar- 
borough, over which he presided, but on all occasions he 
went out of his way to speak and make himself known to 
many of our newest and more remote members. From 
personal experience and knowledge I can say that his 
attitude on these occasions was greatly appreciated by all 
those with whom he came in contact.-In addition he has 
represented our: Institute at meetings of many kindred 
bodies and other public functions, always with the dignity 
and distinction which we have traditionally come to expect 
from our President. 

Gentlemen, our thanks would be incomplete if I did not 
refer to Mrs Blakey. Her charming presence has graced 
many of those functions to which I have referred and has 
added greatly to the President’s success on those occasions. 
We are indebted to him for her help and the assistance 
which she has given to him during his year of office. I know 
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that she shares his enthusiasm for the work of this Institute. 
In the case of any provincial President'a certain extra strain 
is imposed during his year of office because of the additior ~ 
travelling required, and we are pleased to see that he- 

overcome all difficulties and that he is looking so well to SS 


It is with the greatest pleasure that I ask you to accord 
not only your own thanks but the thanks of all members of 
the Institute to Mr Blakey and to congratulate him on the 
successful culmination of what I am sure has been the most 
momentous year of his life. (Applause.) 


Mr Moore: Mr President and gentlemen, JI have the 
greatest possible pleasure in seconding this vote of thanks. 
It goes without saying that anyone who becomes President 
of this Institute is a person of integrity, character and 
experience and when to these qualities are added wisdom, 
kindliness, tact, firmness where principles are at stake, and 
a sense of proportion in matters of less moment, and, 
over all, a sense of humour, then we have indeed the 
ideal President. We have enjoyed those qualities in very 
full measure during Mr Blakey’s presidency and it will be 
the wish of all of you that we should convey to him if_no 
uncertain manner not only our most grateful thanks for 
work well done, but also our assurance that he carries with 
him to those calmer waters which Past-Presidents navigatè 
so admirably (laughter) our most sincere affection and 
respect. (Applause.) 


The vote of thanks was put to the meeting and carried 
with acclamation. 


Mr Buaxey: Mr President, Mr Saunders, Mr Moore 
and gentlemen, I sincerely thank you for the more than 
kind words with which this resolution has been proposed, 
seconded and received. It has certainly been a strenuous 
year but a very happy one for me, one in which I have 
cemented many old friendships and made new ones which 
I am sure will endure. 

I remember a year ago asking for your support and good- 
will and this has been given to me in full and even over- 
flowing measure. 

I have been fortunate in my health, because I dared not 
be ill, and at the same time I have come to the conclusion 
that fear is a powerful stimulus, especially when it is 
coupled with the fact that the time has appeared to pass so 
rapidly I can hardly realize that it is a year since I com- 
menced my duties. SE 

Gentlemen, any success I may have had is principally 
due to others and I should like to pay my tributes 
accordingly. 

To you all for the goodwill and support you have shown 
me, particularly to my predecessor, Mr Thomas Robson, 
for providing the apt phrase on many occasions; to Mr 
House as my Vice-President for the comforting thought 
that if required he was ever-ready to deputize.and for his 
quiet and unobtrusive help at Council meetings. To the 
Manchester Society for giving me the opportunity in 1937 

of becoming a member of this Council. I was indeed 
touched by a dinner they gave me last Friday and a most 
unlooked-for token of their regard. 

T'o my partners for their loyalty and assistance during my 
many absences from practice. 

‘To my wife for her whole-hearted co-operation in attend- 

ing certain functions, which I may say in all sincerity she 
has thoroughly enjoyed. 

And lastly my grateful thanks for the help so willingly 
and cheerfully given to me by the staff at the Institute, 
particularly to our Secretary, Mr Alan Maclver, with whom 
I have travelled many miles and whose imperturbabil 
and efficiency has sustained me during my year of offic 
and to the assistant secretaries Mr Loveday and Mr 
Wilkinson, and indeed to everyone at Moorgate Place. 

I shall certainly be enriched by a host of pleasant 
memories. Thank you, gentlemen. (Applause.) 


Annual Meeting of Representatives of District 
Societies and of the Council 


The Council decided that the 1954 meeting of the repre- 
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sentatives of district societies and of the Council be held on 
Tuesday, November 16th, 1954. 


enee of Chartered Accountants of Scotland 


é following -resolution was proposed by the President, 
Mr D. V. House, seconded by the senior Past-President, 
Mr George R. Freeman, and carried unanimously: 


“The President, Vice-President and Council of The Institute 
of Chartered Accountants in England and Wales, on behalf 
of themselves and the Fellows and Associates of the Institute, 
send warmest greetings and congratulations to the Council and 
Members of The Institute of Chartered Accountants of Scot- 
land on the occasion of the Centenary celebrations and desire 
to convey their best wishes for the future progress and pros- 

. perity of the Institute.’ 


Re-admission to Membership 


One application for re-admission to membership was 
acceded to. - 


eduction in Period of Service under Articles 


re application under bye-law 61 for-a reduction in the 
period of service under articles was acceded to and one 
application was-not acceded to. 


Exemption from the Intermediate Examination 


One application under bye-law 85 (b) for exemption from 
the Intermediate examination was acceded to. 


Appointments to Committees 


The following committees were appointed for the year 
1954-55- 
President ex officio member of all Committees other than 
the Disciplinary and Investigation Committees. 
` Vice-President ex officio member of all Committees other than 
the Disciplinary, Investigation and P D. Leake Committees, 


Applications : 

J. Blakey, C. W. Boyce, D. A. Clarke, J. Clayton, E. C. Corton, 

W. W. Fea, Sir S. H. Gillett, R. B. Leech, R. McNeil, C. U. Peat, 

P. V. Roberts, L, W. Robson, G. F. Saunders, K. G. Shuttleworth, 

G. L. C. Touche, M. Wheatley Jones, E. F. G. Whinney, R. P. 
Winter. i 

, l Disciplinary 

. L. Barrows, Sir H. M. Barton, Sir B. H. Binder, W. G. 

anupbell, P. F. Carpenter, A. S. H. Dicker, Sir G H. Gillett 

G. F. Saunders, G. D. Shepherd, C. M. Strachan, A. D. Walker, 

Sir N. E. Waterhouse. 


1 


District Societies 

D. A. Clarke, S. W. Cornwell, E. C. Corton, A. S. H. Dicker, 
P. F. Granger, R. B. Leech, R. McNeil, C. U, Peat, L. W. Robson 
G. D. Shepherd, K. G. Shuttleworth, C. M. Strachan, E, D. 
Taylor, A. D. Walker, Sir N. E. Waterhouse, M. Wheatley 
Jones, R, P. Winter. ` 


. Examination S 

W. L. Barrows, T. A. H. Baynes, W.-G. Campbell, P. F. 
Carpenter, D. A. Clarke, A. S. H. Dicker, W. H. Lawson, R. 
McNeil, P. M. Rees, B. Smallpeice, E. G. Turner, A D. Walker. 


Finance 
D. A. Clarke, J, Clayton, E. C. Corton, A. S. H. Dicker, W. W. 
Fea, Sir S. H. Gillett, R. B. Leech, K. A. E. Moore, P. V. 
Roberts, L. W. Robson, K. G. Shuttleworth, E. D. Taylor, 
G. L. C. Touche, E. G. Turner, A. D. Walker, M. Wheatley 
Jones, E. F. G. Whinney. 


General Purposes 
H. G. Ash, W, L. Barrows, Sir H. M. Barton, J. Blakey, C. W. 
Boyce, 5. W. Cornwell, Sir H. G..Howitt, Sir R. Kettle, K. A. E. 
‘Moore, C. U. Peat, P. M. Rees, T. B. Robson, G. D. Shepherd, 


Cé M. Strachan, and the Chairmen or Vice-Chairmen of the 
“‘Winance, Investigation and Parliamentary and Law Committees. 


Investigation 
H. G. Ash, J. Blakey, C. W. Boyce, G. R. Freeman, P. F. 
Granger, Sir R. Kettle, S. J. Peare, P. M. Rees, E D. Taylor. 


Library 
T. A. H. Baynes, P. F. Carpenter, J, Clayton, W. W. Fea, P. V. 


. Roberts, K. G. Shuttleworth, A. D. Walker, E. F. G. Whinney, 


R. P. Winter. 
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Overseas Relations 
Sir H. M. Barton, Sir H. G. Howitt, Sir R. Kettle, S. J. Pears, 
T. B. Robson, G. D. Shepherd and the Chairman of the Parlia- 
mentary and Law Committee. 


Parliamentary and Law 
Sir B. H. Binder, W. G. Campbell, J. Clayton, P. F. Granger, 
Sir H. G. Howitt, Sir R. Kettle, W. H. Lawson, S. J. Pears, 
T. B. Robson, G. F. Saunders, B. Smallpeice, C. M. Strachan, 
G. L. C. Touche. 
Leak 
i 


P.D., e 
W. L. Barrows, W. G. Campbell, Sir R. Kettle, T., B. Robson, 


Taxation and Research Committee 


The following members were nominated by the Council to 
serve on the Taxation and Research Committee for the year 
commencing October rst, 1954. 

Messrs T. F. Birch, P. F. Carpenter, D. A. Clarke, W. G. 


Densem, S. M. Duncan, A. R. English, W. S. Hayes, J. H. 
Mann, G. P. Morgan-Jones, E. F. G. Whinney. 


London and District Society of Chartered 
Accountants 


The following members were nominated by the Council to 
serve on the committee of the London and District Society 
of Chartered Accountants for the ensuing year: 


Mr D. A. Clarke, Sir Harold Gillett, Mr E. F. G. Whinney. 


The Universities and the Accountancy 
Profession 


Mr J. Blakey was appointed an Institute representative on 
the Joint Standing Committee of the Universities and the 
Accountancy Profession. 


Articled Clerks’ Sub-committee 


Mr M. Wheatley Jones and Mr E. F. G. Whinney were 
appointed to serve on the Articled Clerks’ Sub-committee. 


Management Accounting 


On the report of the Parliamentary and Law Committee, 
following consideration of a memorandum prepared by the 
Taxation and Research Committee, the Council authorized 
the printing and issue to all members of the Institute of a 
pamphlet of notes under the title Management, Accounting: 
An outline of its nature and purpose. It is expected that the 
distribution will take place during the week ending June 
19th, 1954 and copies will then be made available without 
charge to other persons interested. (We hope to reproduce 
the notes in our next issue. — Editor.) 


Finance Bill, 1954 


It was reported to the Council that the memorandum on the 
Finance Bill submitted by the Council to the Chancellor of 
the Exchequer had been discussed on May 17th with 
members of the Board of Inland Revenue, when the 
Institute was represented by Mr W. H. Lawson, Mr G. F. 
Saunders, Mr D. A. Clarke, and Mr J. E. Talbot. 


Income Tax Act, 1952, Sections 160-168 


EXPENSES ALLOWANCES TO DIRECTORS AND OTHERS 
The Council approved the publication of the following 
statement: 


‘As a result of information received from members in all 
parts of the country a memorandurn was submitted on April 
27th, 1954, to the Chairman of the Board of Inland Revenue 
regarding the application of Sections 160 to 168 of the Income 
Tax Act, 1952. The Council appreciates that the Board of 
Inland Revenue has to perform its duty of seeing that the 
statutory provisions are complied with but the information 
contained in the memorandum nevertheless indicated that 
unnecessary work is being imposed upon taxpayers and their 
advisers and that in certain respects the attitude of the 
inspectors’ offices is causing resentment in the business com- 
munity. The memorandum gave instances of unreasonable 
treatment which has been encountered particularly in relation 
to entertainment expenses, trivial items and the so-called 
‘home-saving’ principle. 


680 


‘While some of the difficulties that have arisen may be due 
to misunderstanding on the part of the business community 
the Board realizes that in part the difficulties have arisen 

- because some tax offices have pressed the statutory provisions 
unduly on trivial points. The Board feels satisfied for its part 
that, as the result of steps now being taken, most of d Se 
difficulties can be resolved. 

“There may, however, be instances where a member feels 
that the provisions are being unreasonably interpreted and if 

etsonal discussion between the member and the District 

nspector does not enable differences to be settled, the Council 
suggests that the member might seek advice from the committee 
of his district society.’ 


Advertisements and Notices in the Press 
On the recommendation of the Investigation Committee 
the Council approved the publication of the following 
statement: 


Members are aware that it has always been the rule in this 
country that they are not allowed to advertise or cicularize 
in a manner which could be interpreted as offering to undertake 
professional work, In this connection the Council considers it 
desirable to draw the attention of members to the following 
points by way of general guidance: 

{1) No publication in the public Press (other than the account- 
ancy Press) of notices of changes in partnerships or addresses 
should be made, obtained or permitted by a member or a 
firm in which a member is a partner. This applies whether 
or not the notice is Sr for. The only exception is 
where notices are given pursuant to statutory provisions. 

{2) Notices in the Press relating to the examination success of 
an individua] candidate should not contain any element 
of undesirable publicity, either in relation to the clerk or 
the ‘member or firm with whom he has served. 

(3) There is no objection to the name and address of a member 
or his firm, with the description ‘chartered accountant(s)’, 
being included in advertisements appearing in the Press 
in the following circurnstances, provided the advertisement 
is not displayed more prominently than is usual for such 
advertisements: 

(a) Advertisements for staff in the members own office. 

(5) Advertisements inserted on behalf of clients requiring 
staff or wishing to acquire or dispose of businesses or 
property (provided the advertisement does not contra- 
vene the provisions of the Prevention of Fraud (In- 
vestments) Act, 1939,-—see pages 134 to 136 of the 
Members’ Handbook). 

(c) Advertisements for the sale of a business or property 
by a member acting in a professional capacity as trustee, 
liquidator or receiver, . 

(4) The Council wishes to impress upon members the desira- 
bility, in their own interests, of consulting the Secretary 
of the Institute before permitting the publication of any 
advertisement if the member has the slightest doubt as to 
‘whether the proposed wording could be interpreted as 

- e offering to undertake professional work. 

"Zei This statement modifies and replaces the statement in 
paragraph 22 of the annual report for 1945 (reproduced at 
page 77 of the Members’ Handbook) as ampitfied in 1950 
ie (Supplements 25 and 71 of the Members’ Hand- 
ook). . 


ze 


Certificates of Practice etc. 


It was resolved: 
(1) That certificates of practice be issued to the following 

thirty associates who have commenced to practise: 

Baines, Sidney; 1952, A.C.A.; (*Bromley, Baines & Co), 28 
Waterloo Road, Wolverhampton. 

Briggs, John Ralph, M.A.: 1949, A.C.A.; (*Chalmers, Wade & 

0), 24 Coleman Street, London, ECz2, and at Birmingham, 

Liverpool, Weymouth, Wells and Yeovil. 

Briscoe, Richard Kynaston, M.A: 1940, A.C.A; (*Mann, Judd & 
Co), 8 Frederick’s Place, Old Jewry, London, ECz. 

Chambers, Owen Leonard. Noel; 1949, A.C.A.; (Mason & Son), 
16 Buckingham Palace Gardens, Victoria, London, SWr. 

Crow, John Leslie; 1931, A.C.A.; 37 Fillebrook Avenue, Leigh- 
on-Sea, Essex. , 

Dean, Cedric Peter; 1951, A.C.A.; (Tebb, Beevers & Co), Sun 

` Buildings, 15 Park Row, Leeds, 1, and at Scarborough. 

Donnelly, Alan Ernest; 1952, A CA: (#Arthur Daniels & Co), 
e House, Osborne Road, Southsea, Portsmouth, and 
at areham. i 


* placed against a firm name signifies that the firm is not ex- 
clusively composed of members of the Institute. , 
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Fergusson, Ronald Arthur; 1953, A.C.A.; ‘Ryntus’, Castlecroft. 
Lane, WE EC Wolverhampton. : A 
Gentle, Gordon Hedley; 1952, A.C.A.; (*Longstaff, Gentle & Co), 

76 Midland Road, Bedford. ` SE 
Grindey, Donald Hambleton; 1949, A.C A: (*Mason, d 
& Co}, ‘Ruffles’, Hockley Road, Rayleigh, Essex. 
Healey, Brian George; 1952, A.C.A.; (Hall, Healey. & Co), 
Clayton House, 59 Piccadilly, Manchester, 1, and at Middle- 


wich. 2 

Hollway, Frederick John; 1950, A. CA: (Barratt, Brown & Co), 
Central House, 75 New Street, Birmingham, 2, and at London. 

Hughes, John Edward; 1954, A.C.A.; (Guild, Appleton & Co), 
Princes Buildings, 81, Dale Street, Liverpool, 2. 

Jacobs, Harvey; 1954, A.C.A.; 36 Clayhall Avenue, Ilford, Essex. 

Langdon, Richard Norman Darbey; 1947, A.C.A.; (Spicer & 
Pegler), 19 Fenchurch Street, London, EC3. 

Mairs, Gordon Bernard, 1952, A.C.A.; (Bradfield, Chapman &. 
Co), 8 Oxford Street, Nottingham. 

Millard, Norman John; 1950, A CA: (Kennedy, Fox, Oldfield 
oo) 238-243, Temple Chambers, Temple Avenue, London, 
E 


A. 

Motte, Graham Eric; 1952, A.C.A; (A. C. Palmer & Co), 
Regent House, 45 Sheep Street, Northampton and at Bedford 
and Rushden. vi ` 

Nicholson, Anthony Thomas Rankin; 1952, A CA. “Meadows 4 
side’, Merstham, Surrey. i ' 

Nurden, Donald Broderick; 1951, A.C.A.; (James Todd & Co), 
“81, Salisbury House, London Wall, London, EC2, and a 
Chichester. p 

Payne, Joseph Michael; 1954, A.C.A; OU. & J. M. Payne), | 
Middle Row Chambers, 324-325 High Holborn, London, 
WCr1, and at Watford. . 

Phillips, Michael Lionel; 1954, A.C.A.; (Phillips, Raphael & Co), 
33 Phillimore Gardens, Willesden, London, NWro. 

Raphael, Harry; 1953, A.C.A.; (Phillips, Raphael & Co), 33 
Phillimore Gardens, Willesden, London, IO o : 

Smith, Howard Brian; 1954, A.C.A.; ("Howard R. Smith & Co), 
Pearl Chambers, 14 High Street, Kettering. 

Thomas, Paul Selwyn; 1954, A.C.A.; 3 & 4, Station Hill, Redruth, , 
Cornwall. 

Tuckman, Stanley; 1953, A.C.A.; ro Sherrick Green Road, 
Dollis Hill, London, NWro. 

Ward, Bryan Derek; 1951, A.C.A.; ("Kenneth T. Moore & Co), , 
Midland Bank Chambers, 2 King Street, Luton, Bedfordshire. 

Wild, William; rotes, A.C.A; (Shuttleworth & Haworth), 
Lloyds Bank Buildings, King Street, Manchester, 2 and at 


Bury. 

Wilkins, Stanley Percival; 1944, A.C.A.; (*Deloitte, Plender, 

Grifiths & Co), and (*Deloitte, Plender, Haskins Sr Sells), 

London Wall Buildings, Finsbury Circus, London, EC2; 
for other towns see *Delogitte, Plender, Griffiths & Co, anga 

*Deloitte, Plender, Haskins & Sells), f 
ME Fred Ernest; 1953, A.C.A.; 70 Chatsworth Road, London, 

2. 

(2) That twenty-four associates be elected to fellowship 
under clause 6 of the supplemental Charter (bye-law 31). 

(3) That one associate be elected to fellowship under 
clauses 9 and 31 of the supplemental Charter (bye-law 31). 

(4) That one applicant be admitted as an associate under 
clause 5 of the supplemental Charter (bye-law 31). 

(5) That one application for admission as an associate 
under clause 9 of the supplemental Charter (bye-law 36) 
be refused. 

A list of those who complete their fellowship or member- 
ship before June rsth will appear in The Accountant of 
June roth. 


Temple University (Philadelphia) 


The Council decided that Temple University (Philadelphia) 
be added to the list of universities approved by the Council , 
under bye-law 78 (a). 


Change of Name 


The Secretary reported that the following change of nam 
had been made in the Institute records: ` 


Ivor Jeremy Deitchman, A.C.A., to Ivor Jeremy Delman. 


Mr W. G. Vincent 


A presentation of a pair of binoculars and a wrist-watch 
was made to the chief clerk, Mr W. G. Vincent, on the 
occasion of his having completed fifty years’ service with 
the Institute. 
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„The President, in making the presentation, said: ~ 

Mr Vincent, the: pleasant task which I have to perform 
today rarely falls to anyone’s lot and certainly it is only the 

opd occasion of its kind in the history of the Institute. 
On ay 24th, 1904, you joined the staff here, at a 
petiod when it was not uncommon to start work both at an 
early age and an early hour, and when the numbers on the 
staff and the building itself were much smaller. 

. Last week you completed fifty years of loyal, faithful and 
valuable service and, not only on behalf of the Council and 
myself, but also on behalf of the members of the Institute, 
I offer heartiest congratulations. 

Surprising as it may seem — because I have reason to 
believe that I am still referred to as ‘young House’ by 
certain of the staff during their conversations -- I have known 
you and your work for thirty years. In particular, it was 
during the last war that I was made aware of the value of 
your services because I would reca!l that when it was 
decided to hold the examinations outside London and we 
moved first to Windsor and then to Haileybury, it was your 
Job to organize the transfer and attend to the detailed work 
on the spot, and it was my job to invigilate during the 
whole period. Even the vile weather which we invariably 
had to endure at the winter sessions did not disturb your 
‘equanimity and as a result ot working so closely together, 
‘I gan personally testify that no one could have put more 
into his work (han you havé done, never sparing yourself 
in the interests of the Institute, which as all of us know, you 
have always at heart. Always willing and ready and never 
clock-watching, everything you do is carried out with good 
temper and a smile. 

I must also refer to the valuable help given by your wife 
during the period of the war. Not only did she accompany 
us on those examination excursions but, in time of acute 
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shortage she joined the staff here and assisted greatly with 
the mass of detail in connection with the deferment from 
national service of audit clerks in the whole profession, all 
of which was organized from Moorgate Place. WW 
‘Mr Vincent, here you are today looking hardly a day 
older than you did certainly twenty years ago. On behalf 
of all the members I ask you to accept this memento of your 
jubilee and with it go our very best and sincere thanks and 
all good wishes for the future health and happiness of both 
you and your wife. 
` Mr Vincent, who was accompanied by Mrs Vincent, 
expressed his gratitude to the President and the Council 
for the generous gift. 


Registration of Articles 


The Secretary reported that 72 articles of clerkship were 
registered during the month of May 1954 as compared with 
61 in the previous May. 


Resignation 


The Secretary reported the resignation of: 
Mr Albert Fenwick Charlton, A.C.A. (London). 


Deaths of Members 


The Council received with regret the Secretary’s report of 
the deaths of the following members: 


Mr Frank Thorold Barnes, F.c.a., London. 

vn Ronendra Nath Dutt, M.A., LL.B., A.C.A., Calcutta. 
vn George Hay, B.com.(sc.), F.c.4., Aylesbury. 
», Cecil Rhodes Lord, A.C.A., Salcombe. 

= p Henry Albert Lord, A.C.A., Bude. 

1 |, Robert Westwood Sharwood, A.C.A., Montreal. 
», Gerald Stanton, A.C.A., Montreal. 
„ Sidney Ernest Warburton, M.C., M.M., A.c.A., London. 


- NOTES AND NOTICES 


Personal 


Mr G. Scot SIMMONDS, F.c.A., of SCOTT SIMMONDS 
& Co, Chartered Accountants, of 72 High Street, 

dington, Middlesex, announces that the partner- 
‘ship between himself and Mr Roy GARNER, A.C.A., 
has been dissolved as from May 31st, 1954. The 
practice will be continued by Mr Scot SIMMONDS 
a the style of the firm and address will remain as 
“before. 


Messrs R. L. MARSDEN & Co, Chartered Account- 
ants, of Elder Way, Chesterfield, announce that Mr 
J. R. MARSDEN, CA. who is the son of the late 

"Mr R. L. Marspen, and who has been associated 
with the firm for a number of years, has been 
admitted as a partner as from June Ist, 1954. 


Professional Note 


Mr Douglas H. Whinney, T.D., M.A., F.c.A., has been" 


re-elected auditor of the United Grand Lodge of 
Antient, Free and Accepted Masons. Mr Whinney 
_has held the office for several years. 


ba Chartered Accountant Member of 
Malaya Mission 


Mr Bernard Marsh, F.C.A., a partner in the firm of 
Cooper Brothers & Co, Chartered Accountants, has 
been invited by the Government of the Federation of 
Malaya to serve on a mission which is shortly pro- 


industry. 


ceeding to Malaya. The mission, composed of three 
members, is to examine and make recommendations 
concerning a number of matters affecting the rubber 


Sheriffs of the City of London 


The election of two new sheriffs of the City of 
London — by a show of hands — takes place each year 
on Midsummer Day, and one of the candidates this 
year is Mr Leslie B. Prince, M.A., F.C.A., C.C. ` 

Mr Prince, who represents the Ward of Bishops- 
gate on the Court of Common Council, is senior 
partner in the firm of Leslie B. Prince, Senior & Co, 
Chartered Accountants, and has practised at his 
firm’s present address in Bishopsgate for twenty- 
five years. | 

In Parliament 
f COMPANY DIVIDENDS 

Mr Roy Jenkins asked the Chancellor of the 
Exchequer whether he is satisfied that the course of 
company dividends in the first four months of this 
year meets the requirements of his financial policy. 

Mr R. Map: Taking account of the increase 
in the amount of capital employed, on the figures 
available, the shareholders’ gross return on invested 
capital during the first four months of 1954 was about 
6-9 per cent, compared with about 6-2 per cent in the 
same period last year. One. could take the absolute 
amount of gross dividends reported — for which the 
increase is about 21 per cent — but that would give a 


682 


misleading picture. However, continued restraint in 
the distribution of dividends is necessary. 


Hansard, June ist, 1954. Oral Answers. Col. 1080. 


EXPENSES ALLOWANCES: 'T'AX INSPECTORS’ 
INSTRUCTIONS | 

Mr HoucutTon asked the Chancellor of the Exchequer 
what instructions the Board of Inland Revenue have 
sent to local inspectors of taxes to guide and fortify 
them in the duties imposed upon them by Chapter II 
of Part VI of the Income Tax Act, 1952, which 
relates to expenses allowances to directors and others; 
and what steps Her Majesty’s Inspectors are author- 
ized to take in cases of refusal by taxpayers to answer 
questions, in view of the number of such cases since 
the publicity given to the recent apology by the Board 
of Inland Revenue to the Institute of Directors. 

Mr Boyp-Carpenter: Instructions were issued in 
1948 and have been supplemented from time to time 
as occasion required. There is, of course, nothing in 
the correspondence with the Institute of Directors 
which would justify a taxpayer in refusing to answer 
reasonable questions, As the hon. Member will be 
aware if information sufficient to support a claim for 
` an income tax deduction is not forthcoming, the 
Inspector can refuse to allow the claim. If the tax- 
payer is dissatisfied he can have his case heard by the 
Appeal Commissioners. 

Mr Houcuron: Is not the right hon. gentleman 
aware of the harmful effect upon the repute of the 
Inland: Revenue’ of the exaggerated publicity which 
followed the apology he gave to the Institute of 
Directors? Je he further aware that, after the most 
careful inquiries, I can find no evidence that any 
such form which was the subject of the apology, was 
ever issued to a taxpayer with a request that he should 
answer those questions? Will the right hon. gentleman 
allow the closest examination to be made of the facts 
of this matter, because I believe that he has been 
grossly misled? 

Mr Boyp-Carpenter: The latter part of the hon. 
gentleman’s supplementary does not arise on the 
main question. I will, of course, look into any points 
that he is good enough to. raise, but I am bound to 
say tha? the questionnaire in question — if that is not 
alliterative-— was, to the best of my knowledge 
issued. I do not think that the hon. gentleman’s main 
point reflects anything but credit on the administra- 
tion of a department for being prepared to admit 
one is wrong on the very rare occasion, in the case of 
this department, that it is. 

Hansard, June 3rd, 1954. Oral Answers. Col. 1453. 


INLAND REVENUE: Home WORK 

Mr HovcuTon asked the Chancellor of the Ex- 
chequer whether he is aware that income tax work is 
still being done in the homes of Inland Revenue 
officials by their wives and families; how much of 
this work, at what rate per hour, and at what total 
cost, is contemplated i in the present financial year; 
and ~ this war-time expedient will be brought to 
an en 
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Mr Boyp-Carpenter: Yes, sir. In 1953-54 there 
were 925,000 hours of work at home at an average’ 
cost of about 2s 8d an hour. The total cost t PY 
£123,000. It is expected that there will be less. work 
at home in 1954-55. This kind of duty is being pio- 
gressively reduced. as circumstances permit, but I 
cannot say when it will cease altogether. 

Hansard, June 3rd, 1954. Oral Answers. Col. 1457. | 


LIMITED COMPANIES: ‘Tax ASSESSMENTS 
Mr Hopoonron asked the Chancellor of the Ex- 
chequer whether he is aware of the time and labour 
involved in making assessments under Income Tax 
Schedule A on limited companies, merely to eliminate 
them from the computation under Case I, Schedule D; 
and what steps he is taking to end this unnecessary 
work. 

Mr BOYD-CARPENTER: This matter has been “the, 
subject of evidence to the Royal Commission on the 
Taxation of Profits and Income, and J think I mus 
await its report. 

Hansard, June 3rd, 1954. Oral Answers. Col. 1459. 


Sheffield and District Society of 
Chartered Accountants 

The seventy-second annual general meeting of the 
Sheffield and District Society of Chartered Account- 
ants was held at the Law Society’s Hall, Sheffield, 
on May 17th. The annual report of the committee 
was adopted and shows the total membership of the 
Society, at December 31st, 1953, as 223. The com- 
mittee comments that the steady growth in member- 
ship is encouraging and expresses the hope that 
recently qualified accountants, including those 
returning from National Service, will join the Society. 

Five lecture meetings were held during the winter d 
months. Valuable discussions followed the lectures 
and it is hoped to develop this aspect of lecture meet- 
ings in the coming year. A luncheon meeting held 
in November in honour of the Lord Mayor of Shef- 
field, Councillor Oliver S. Holmes, J.P., F.c.A., was 
attended by forty-seven members. 

The following officers were appointed for 1954-5 e 

President» Mr Percy E. Smith, F.c.a,. | 

Vice-President: Mr C. A. Smith, LL.M., F.C.A. | 

Hon. Treasurer: Mr H. Wharam, F.c.a. 

Hon. Secretary: Mr K. C. Manterfield, A.C.A., Benefit 
Buildings, Moorhead, Sheffield, 1. 

Committee: Messrs R. W. Atkin, F.c.a., C. G. Buck, 
ACA, R. G. Beard, F.c.a., G. G. Dickinson, F.c.a., F. 
Downing, F.c.a., F. J. A. Dunn, D.S.C., A.c.a., R. Firth, 
A.C.A., W. R. Jenkinson, f.c.A., W. H. Olivier, M.A., F.C.A., 
H. L. Watson, A.C.A., W. A. Wheatcroft, F.C.A., M. Yates, 


A.C.A., J. P. Young, A.C.A., K.G. Shuttleworth, F.C.A. (as a 
member of the Council of the Institute). 


Birmingham and District Society of 
Chartered Accountants i 
The seventy-second annual report of the Birmirg- 
ham and District Society of Chartered Accountants, 
which was presented at the Society’s annual general 
meeting on May 31st shows that the membership 
at April 30th last totalled gox; this figure includes 
104. members of the Wolverhampton Branch and 
74. members of the Coventry Area Branch. The 
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eport also refers to the formation in March of a 
itoke-on-T'rent Area Group. 

It is evident from the report that good use has 
egn made of the various courses of lectures arranged 
y the joint lecture committee of the senior and 
tudents’ societies: 315 students attended the 
iaturday morning lectures; the lectures for Final and 
ntermediate candidates approaching their examina- 
ions were also well attended. The students’ residential 
ourse held at Ashorne Hill last October, unfortunately 
lashed with the Institute’s Autumnal Meeting; 
ievertheless, the course was attended by eighty 
tudents. 

The following officers were elected for 1954-55: 


President: Mr E. C. Turner, T.D., M.COM., F.C.A. 
Vice-President: Mr R. B. Leech, M.B.R., T.D., F.C.A. 
n. Secretary: Mr Stanley Kitchen, F.C, A.; Messrs 

Ge Ee & Stephens, Chartered Accountants, 77 Harborne 
toad, Birmingham 15. 

Hon. Assistant Secretary: Mr D. F. Dodd, T.D., F.C.A.. 

"Hon. Treasurer: Mr S. Dixon, M.A., A.C.A. 
- Hon. Librarian: Mr R. Massey, SOA. 


The Nottingham Society of Chartered 
Accountants: Derby Branch 

At a meeting of the committee of the Derby Branch 
of The Nottingham Society of Chartered Account- 
ants on June 3rd, the following officers were elected 
for the ensuing year: 

Chairman: Mr O. A. J. Ling, J.P., F.c.a. 

Vice-Chairman: Mr E. Cross, A.C.A. 

Hon Treasurer: Mr B. H. A. Rowe, F.c.a. 

Hon Secretary: Mr F. Sharpe, J.P., F.C.A. 
Mr Alec Ling, Chairman of the Branch, was elected 
Mayor of Derby on May 26th. Mr Ling’s father, who 


was also an accountant, was also Mayor of Derby in 


1922-23. 
Ze Liverpool Society of Chartered 
Accountants 

The annual golf competition of the Liverpool Society 
of Chartered Accountants was held at Formby Golf 
‘Club on May 28th, when fifty cards were taken out. 
The competition was played in heavy rain which 
resulted in many competitors retiring. The results, 
Stableford scoring, were as follows: 


J. A. Colvin *.. 42 points ist 

‘ B. Gilpin 34 » znd 
*M. L. Kemp 34 y» 
Sp. J. H. Hindley gt 45 
S. B. McQueen 30 A 
V. A. Sola 29 » 
W.R. F airclough 29 » 
- J. M. Harvey .. 29 » 
B. M. Frazer 29 » 
SA. N. Tod 28 —C«, 
T. A. Aizlewood 27 g 
EC Mercer 26 ,„ 
WE. Knight 26 , 
yW . E. R. Short 25 4; 
J. Stanway Johnson 25 ë J 
F. Veysey A 24 » 
*D. Howorth SI y 
SC. powers 16 ,, 


` # Articled Clerks. 
A dinner was held in the club house in the evening 
with Mr E. T. Denton, the President, presiding. 
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Forty members of the Society were present, and the 
captain of Formby Golf Club, Mr F. Harvey-Isaac, 
was entertained. 

In presenting the prizes, Mr Denton said that Mr 
Colvin’s fine score was a fitting reward for his 
excellent work in organizing the competition. 

The toast of Formby Golf Club was proposed by 
Mr Denton and the captain replied. 


The Manchester Chartered Accountants’ 
Students’ Society 


The seventy-first annual meeting of The Manchester 
Chartered Accountants’ Students’ Society was held on 
May 27th. The report of the committee for the nine 
months ended December 31st, 1953, which was 
presented at the meeting, records the excellent 
membership figure of 961 — an increase of 53 on the 
total at March 31st, 1953. During the period from 
October to December 1953, an interesting series of 
evening lectures was held and two evening visits 
were made to Newtown Colliery at Clifton, near 
Manchester, where parties of members went down 
the mine. 

As in former years, three courses of Saturday 
morning lectures were held in 1953-54, namely, 
preparatory, Intermediate and Final. For the most 
part, attendances were well maintained. The ninth 
residential course arranged jointly by the ‘Tuition 
Committees of the Manchester and Liverpoool 
Societies was again held at Burton Manor, near 
Chester, and proved of great value. 

The conditions of the Prize Fund set up with a 
gift of £250 from the late Mr Tom Walton, F.C.A., 
have now been announced. The Fund is to be known 
as the “Tom Walton Prize Fund’, and awards are to 
‘be made, at the discretion of the Committee. of the 
Senior Society, to the candidates at each Final and 
Intermediate examination who are articled within 
the area of the Manchester Society of Chartered 
Accountants and who are placed highest in the award 
of honours. . 

The following officers of the Society have been 
elected for the ensuing year: l 

President: Mr Frank L. Chaplin, F.C.A. 

Vice-President: Mr John A. Edwards, F¥.c.A. 

Hon Auditors: Messrs James Wood, A.C.A., and G. B. C. 
Ogden. 

Mr Chaplin is the managing director of Lloyds 
Packing Warehouses (Holdings) Ltd, Manchester; 


_ and this is the first time in the history ‘of the Society 


that an accountant in ge has been elected 
President. 


The Institute of Internal Auditors 


LONDON CHAPTER 
The sixth annual general meeting of the London 
Chapter of The Institute of Internal Auditors will 
be held next Wednesday at The Kingsley Hotel, 
Bloomsbury Way, London, being preceded by dinner 
at 6.30 p.m. l 
The annual report of the Board of Governors 
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shows the Chapter membership at Mag 31st, 1954, 
as sixty — an increase of eleven during the year. As 
stated in the report ‘the continuous growth’ of the 
London Chapter’s membership during the last few 
years ‘is very encouraging’. Eight Chapter meetings 
were held during the year when a number of interest- 
ing and practical addresses were given, and the annual 
day conference held on November 28th was the 
occasion of a stimulating and valuable exchange of 
views on the subjects in the programme. 


SEVENTY-FIVE YEARS AGO 
From Whe Accountant op JUNE 14TH, 1879 
Extract from a leading article entitled 
COMPULSORY AUDIT op BANKING ACCOUNTS 


. we find a recognition of the necessity of independ- 
ent professional audits as a safeguard against de- 
falcations on the part of municipal and parochial 
officers. A “‘Ratepayer’’ calls attention to the. farce 
which in many local bodies is dignified by the name of 
an audit. In numerous cases the so-called ‘‘auditors” 
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are simply local tradesmen, called upon to certify to 


‘the correctness of a mass of books and accounts 


placed on a table before them for a few hours. 
book-keeping knowledge of the majority of such. 
“auditors” is probably limited to the elementary 
operation of keeping a record of goods supplied to a 
particular customer, making out his account periodic- 
ally, and crediting him with payments. To expect such 
a man to go into calculations respecting rating, to 
obtain anything like an accurate notion of the gross 
sum in arrears, to find out from the maze of figures 
ostensibly submitted to him that items appear in 
proper accounts, or even to discover that a collector 
or treasurer who has received a thousand pounds in 
small sums has only actually accounted for half that 
amount—would be ridiculous. It is the system 
which is to blame, and not the man, who naturélly 

TT Ee “yl 
regards this novel excitement of “auditing” the 
parish accounts as simply a conventional formality, 
which, as a concession to the manners and customs of, 
the place, is permitted to precede the real business of 
discussing an audit dinner or supper. 


ACCOUNTANTS’ CROSSWORD 


Compiled by Kenneth Trickett, A.S.A.A. 


The solution will appear next week. 
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ACROSS 


1. Served with a writ (10). 
8. Lay out (6). : 






9. Think about red coins (8). 
to. Nominally increased (7). 
11. Variation between limits (5). 
12. It is a place to convert into money (10). 
15. A better machine (4). 
16. Signs of power (7). 
18. Epithet for an offensive Court (4). 
19. An addition, flexible at first (10). 
22. Such a duty no doubt creates an impression (5), 
23. Sharing a gift of money (7). 
25. 501, then 6, is returned on distribution (8). 
26. In the last month (6). 
27. Omission of duty (10). 


DOWN 


1. Bonds wholly and finally (10). 
2. Money in Oban and Kent (two words, (4), (4)). 
3. The curve has nothing to provide in statistics (5). 
4. A requirement of magazine editors (4). 
5. A demented part of an organization (10). 
6. Attractive reference (6). 
o, If not, presumably more (6). 
12. Change of stock (10). -~ 
13. Market value, so to speak (5). 
14. Standard rate, 1899-1900 (10). 
17. Summons (8). 
20. Objectively we can be available (6). 
21. A writer (6). 
22. Prosecuting (5). 
24. Bequeath (4). 
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MANAGEMENT ACCOUNTING 
A TIMELY AND HELPFUL BOOKLET 
HE Council of The Institute of Chartered Accountants 


in England and Wales has issued this week some notes which 
outline the nature and purpose of management accounting. 


‘These notes are reproduced in full elsewhere in this issue. 


Management accounting is not new and it is a subject of in- 
creasing significance. But although the application of accounting 
skill to problems of management has formed part of accounting 
practice for many years, it has in general received less attention 
in accounting literature than it has merited; and there can be 
no doubt that a judicious use of accounting techniques by the 
management of a business can make a world of difference to its 
financial results. 


To bring about that difference, two things are necessary. 
One is that managements should be aware of the possibilities, 
and the second.is that the accountants serving industry should 
understand how to provide what is wanted. The booklet now 
issued by the Institute is designed to help meet the second of 
these two requirements. . 


. Whether the accountants concerned are in whole-time employ- 
ment in industry and commerce, or are serving industry from 
outside as professional advisers in public practice, there can 
be no doubt that the issue of these notes is well judged. Apart 
from those who are themselves highly experienced in manage- 
ment accounting, many people are apt to think that an air of 
mystery and even magic surrounds the whole subject. Nothing 
could be further from the truth; and if the Institute’s booklet 
helps to remove misconceptions on this point, part of its purpose 
will have been accomplished. | 

In one tentative form or another, accounting information 
has long been used in the process of management. What is 
new in recent developments is the systematic extension of this 
practice to cover all parts of a business and even the whole 
business itself. Moreover, new techniques of accounting. have 
been called into being in order to make that possible. And 
because knowledge of these techriiques is not yet very wide- 
spread, the Institute’s booklet-is most timely and helpful in 
disseminating a proper understanding of the subject. 


We venture to express the hope that the new booklet will stim- 
ulate practical interest in management accounting throughout 
the profession, and also that it may be followed by further pub- 
lications on more detailed aspects of this important subject. 
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A NEW PROFESSORSHIP 


` THE F D. LEAKE PROFESSORSHIP OF FINANCE 
AND ACCOUNTING AT CAMBRIDGE UNIVERSITY 


ancy profession becomes with the financial 
and commercial life of this country, the 
greater is the need for it to keep under constant 
review firstly its fundamental aims and ideals 
and secondly, those developments in techniques 


"Te more closely associated the account- 


which the accumulation of experience evolves. 


In the mind of the average accountant, immersed 


‘in his own day-to-day problems and with little 


time for more than intermittent reflection on 
the philosophic aspects of his profession, these 
objectives may appear too remote and academic 
to be of much account. WW 

Most accountants have as much work as they 
can conveniently handle. At the same time, if 
the high reputation which the profession has de- 
servedly. won is to be consolidated, then research 
and development must be actively. encouraged 
and pursued. Every member of the profession, 
therefore, - should receive with considerable 
interest and gratification the announcement made 
this week by the Council of The Institute of 
Chartered Accountants in England and Wales of 
the establishment in the University of Cambridge 


as from October ist, 1954, of the P. D. Leake 
Professorship of Finance and Accounting. 


It will be remembered that the late Mr P D. 


' Leake, who was a member of the Institute for 


wäi 


more than sixty years until his death in 1949, 


left the considerable residue of his estate to the 
Institute to be held in trust and applied for such 
purposes falling within the legal- definition of 
charity as were likely to benefit and advance the 
sciences of accounting and political economy, 
including the subject of public finance and 


taxation. The fund is administered by a com. 


mittee consisting of members of the Council of 
the Institute. - 

In his will, Mr Leake expressly refrained from 
specifying any particular method by which his 


‘intention ‘should be implemented. He made- 
various suggestions, however, the first of which 
‘was that an annual grant or grants might be 


made to.a selected university or universities to 


establish and maintain a chair or chairs of 
accounting. It is a matter for considerable 
satisfaction that by establishing a chair in the 
University of Cambridge, the Council has been 
able to fulfil so effectively what were clearly 
Mr lLeake’s wishes. The appointment of the 
professor will be made by the University. The 
chair and the work associated: with it wil be~ 
financed by an annual grant of £3,000 from the . 
revenue of the P. D: Leake Trust. 

The Council states that the first concern of 
the new chair will be the conduct and direction 
of research. The University authorities are 
satisfied that a professor with skill in accounting 
techniques could further the development of 
economic thought and knowledge in a number 
of important ways. He could, for example, 
estimate the magnitudes of the national income 


and related concepts, measure the sources of 


finance for industry and the extent to which 
industry is.able to provide for its own needs and 
make inquiry into such matters as capital 
formation and capital theory. _ reg 

In a leading article a few weeks ago, we 
expressed the opinion that the culture of the 


. Institute must continue to remain a bulwark 


against the dangers which threaten our independ- 
ent way of living and thinking. The new 
proféssorship — the generous inspiration of a 
distinguished member, brought faithfully to a 
reality by his colleagues — is a particularly happy 
example of the wider service which the Institute 
seeks to render not only to the profession but to 


the society which the profession aspires to serve. 


The late P. D. Leake was himself a scholar of 
considerable merit and many of his-writings will 
constitute’ a permanent contribution to the 
literature of ‘accountancy. It is pleasing to thin 
that his name will be perpetuated in another 
scholarly connection. We feel sure that this 
new link between the City and the cloisters will 
bring honour and delight equally to the account- 
ancy profession and to the ancient foundation of 
the University of Cambridge. 
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TOO RIGID 


SUGGESTED IMPROVEMENTS IN PRESENT METHODS 
by ANGUS MACBEATH, C.A., A.C.W.A. 


Amid the stresses and strains of professional practice, the methods of auditing 

appear to have maintained a constancy in inverse ratio to the changes in other 

matters such as costing, accounting systems, and taxation. Auditing is still the 

major occupation in most practices and the purposes of this article are to consider 

if the traditional methods meet the needs of the day, and to suggest some ways in ` 
which the present methods may be altered. 


audit in terms of a calendar year. Accounts 
are prepared once each year and are 
audited: auditors hold their appointment for a 
psriod of one year. 
his canalizing of audits into compartments of 
one year at a time may have created an attitude 
"of mind towards auditing which is too rigid in 
outlook under changing conditions in industry 
and commerce. 
The division of accounting and auditing into 
yearly sections was probably necessary in former 
days because accounting systems lacked the 
ability to provide completed auditable accounts 
at more frequent intervals without an uneco- 
nomic expenditure of time and labour. Stocks 
required to be physically checked at each account- 
ing date because few businesses maintained 
running stock records: debtors’ and creditors’ 
balances had to be extracted, checked and recon- 
Te because the staff did not know how to keep 
ger control accounts: other balance sheet 
items were most conveniently checked once only 
each year at the time when business pressure was 
least heavy. 


(mn speaking, we think of an 


Annual Audits 


Accounts were prepared once in the year and were 
then audited, the auditor appearing with his staff 
after the books were closed and draft accounts 
prepared. 

As businesses began to grow in size and in 
transactions, the time required to carry through a 
full audit after the end of the financial year 
became unduly long and the practice arose of 
having interim audits, that is, of carrying through 
part of the audit work during the financial year. 

The audit work undertaken at interim visits 
was, generally, routine work — the checking of the 

lay-to-day transactions ~and the checking of 
e balance Sheet was still left to the close of the 
SE year. 

Very largely, the method of interim audits of 
day-to-day transactions followed by a balance 
sheet audit at the end of the year is the method 

‘in general use today. 


It is not unusual to find businesses where the 
audit is now regarded as something of a necessary 
nuisance to satisfy the requirements of the Com- 
panies Act or of the Inland Revenue Department. 

In these businesses there may be employed 
several qualified accountants familiar both with 
the running of accounting systems and with the 
technique of auditing. When the auditor attends ` 
to clear his notes on the audit and to have a 
discussion with the management, he may find 
that he is asked questions on almost every 
accounting topic except auditing. 

The days when the professional auditor was 
required to act as a kind of policeman or detective 
are over and, though the discovery of fraud is 
still an- occurring factor in audit work, we have 
long passed the time when audits were primarily 
carried through to discover fraud. The growth 
of internal audit departments within businesses, 
and of the number of skilled qualified accountants 
employed by business concerns, has made the 
perpetration of fraud continually more difficult. 

Not only has the audit scene been changed by 
the employment of qualified accountants within 
industry but also by the constantly changing 
systems of accounting which are in use. There 
are, today, accounting systems which provide a 
full running record of all financial transactions, 
including those dealing with stocks and the use 
of stocks; the lack of the latter records was one 
of the stumbling blocks which previously pre- 
vented the production of accounts more frequently 
than once each year. 

The continuing development and improvement 
in the techniques of accounting finds large con- 
cerns with complete internal systems of 
accounting which enable financial and other 
accounts to be produced for the use of manage- 
ment almost at any time. 


Security of Office 
With the passage of time and the need for an 
audit created by many statutes and other con- 
siderations, the position of the auditor. tended to 
become of a more permanént nature than the 
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annual reappointment seemed to suggest. There 
are today several businesses which have had the 
same firm acting as their auditors for half a 
century or more. 

The Companies Act, 1948, has given the 
auditor of the limited company a greater degree of 
permanence in his appointment than he has ever 
before enjoyed. This degree of permanence is 
-matched in most other types of business and it is 
now fairly exceptional to find auditors being 
changed. 

This greater continuity in office offers an 
opportunity and creates a challenge to the 
profession to keep the technique of auditing up 
to date with changing modern conditions. 


Continuous Audits 


Very large businesses today frequently have 
continuous audits: some members of their 
auditors’ staff are always with them! A continuous 
audit does not necessarily mean that there is 
any change from the general pattern of checking 
the day-to-day transactions during the year 
followed by a balance sheet audit at the end of the 
year. l 

Perhaps, however, from the gradual change 
from universal once per annum audits to interim 
audits followed by final audits and to continuous 
audits, we may see the trend of change to the 
position where the audit is not regarded as a 
work of one year to be completed with a sigh of 


satisfaction or relief when the last item in the 


programme has been signed off each year, but as a 
continuous operation in which the extraction of 
annual accounts for the use of owners or of the 
members of a company is a mere incident. 

The ideal position .would arise where the 
auditor had so arranged his audit work that he 
-was in the position of being able to certify 
accounts prepared from a trial balance extracted 
from the books and records at any time. 

The ideal position, like most ideals, is probably 
too much to hope for but considerable progress 
towards it could be obtained if auditors con- 
tinuously nudged their clients towards main- 
taining good and adequate records. 

‘These would enable the auditors themselves to 
plan more flexible programmes providing for a 
spread of the audit work which would help to 
eliminate the great fuss to verify the contents of 
the balance sheet, which is such a common 
feature of audit work. 


` Present Practice 


In audit practice today it will generally be found 
that there is an audit programme for each audit 
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drawn up so as to show the whole work to be 

carried through to cover the annual audit. The, 
programme will probably be divided between: 
the routine work — the checking of the transactions 

during the year, and the final work — the verifi- 

cation of the balance sheet details at the account- 

ing date. 

When the dates fixed for carrying through the 
work come round, the programme is issued to 
the accountant in charge of the audit who goes 
off with his assistants to settle in to do the audit. 

So far as it is possible to particularize, the 
large public companies probably receive the most 
scientific audits controlled by highly. skilled and ` 
qualified staff. The simple reason for this is that 
these companies are most able to pay fees which 
enable their auditors to engage good accountants. 

The irony of the situation is that these large- 
companies are often those which, having the most ` 
modern and adequate accounting systems coupled 
with efficient control and internal check, are 
least in need of a highly skilled audit. 

The smaller companies and firms would seem 
to have the greater need for good auditing 
because they usually rely on their auditors, as 
accountants, for guidance and help not only with 
their accounting systems but also with many 
other of their business problems. 

It should be remembered that the audit. of a 
large and of a small business is exactly the same 
in its basic detail. The double-entry financial 
book-keeping system has the same procedure to 
the final figures whatever the size of the business” 
and whatever the variations in system which may 
exist. 


Spread of Work 


A major improvement in the usefulness of an 
audit could be brought about if the main 
balance sheet items were audit checked at times 
other than the end of the financial year and the 
accounting system was so tested ds to satisfy the 
auditor that accurate figures were being obtained 
constantly by the system. i 

There are already numerous businesses whose 
annual physical stock-taking is carried through at 
a time other than the close of the financial year. 
Here the auditor checks the stock at the date of 
stock-taking and verifies through the records tha 
the amount of the stock is adjusted for Se 
purposes in respect of all transactions occurring 
between the date of stock-taking and the end of 
the financial year. 

If all other parts of the final audit work could 
also be carried out during the financial year — or, 
shall we say, could be. verified in full at periodie 
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intervals not regulated by the financial year - 
and subjected to continuous audit check by 

ing the accounting system and routine, then 
; e improvement in the worth of audits by more 
rapid presentation of accounts would seem to be 
possible. 

The sectionalizing of the audit work would also 
enable the periodic testing of sections of the 
accounting systems to be carried out in greater 
detail than is probably possible where the whole 
operations are under audit at the one time. 


Internal Audits 


A change in practice such as that suggested above 
ould be aided where businesses have their own 
azeernal audit departments as these departments 
assist the auditor by their constant check on the 
„accounting work. It seems inevitable that the 
professional auditor should have less work to do 
where there is an internal audit department and 
be well be able more to concentrate on verifying 
that the department is carrying through the 
work which it is supposed to be doing in checking 
the day-to-day transactions than in checking 
those transactions himself. 

The auditor who endeavours to speed up his 
certification of annual accounts by. carrying 
through his audit verifications on a continuous 
“basis is likely —will, in fact, be obliged- to 
examine and check in great detail the systems of 
internal check and control in operation. This 

examination is made necessary by the reliance 

“which is placed on the accounting records 
producing accurate figures constantly from which 

` accounts can be prepared without requiring a 
` full audit verification. 

If a change-over were made from the narrow 
‘anal groove to a process of continuous audit, 
then audit work should become a help to clients 
by keeping their accounting departments up to 
date and by making periodic helpful suggestions 
towards the improvement and tightening up, 
where needed, of accounting systems and the 
systems of internal check and control.’ 

The adoption of similar methods of continuous 
audit by all the member companies in groups 
should also accelerate the preparation of the 
group accounts which usually cannot be carried 
very far before the accounts of the member 

Npmpanies have been completed. 


, The Auditor 7 
Turning now to the auditor himself, it is 
“suggested that a change from traditional ‘auditing 
methods to a continuous process would assist 


‘in removing those. periods of peak pressure 
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which are such a feist headache - in ER 
average professional office. 

Interim audits have always been used to even 
out the peak pressure as much as possible, but 
they have not eliminated the concentration of 
the balance sheet work which still is fe after 


. the balancing date. 


If, then, the balance sheet work can also be 
spread in time, the auditor should be able to 
reorganize his office planning so as to achieve a 
more even balance of work. 

The elimination of peak period pressure may 
also enable the auditor, as accountant, not only 
to find more time to advise businesses on the 
accounting systems which they use, or should 
use, but also to help in the arrangements for the 
producing of data for the use of management — 
the procedure which we now call ae 
accounting. 


Teaching Auditing 


Text-books on the subject of auditing cling 
generally to the traditional methods so any 
change in those methods, such as would be in- 
volved in continuous auditing, would require the: 
teaching of auditing to take a new and wider view. 

While the junior courses could continue to 
teach the aspiring auditor the manner in which 
audit work should be carried through, including 
the methods of vouching and checking, these 
junior courses should probably keep to the 
conception of the full audit, that is, to the 
assumption that everything in the accounts and 
records is fully checked. 

- The development of the technique of auditing 
in the preparation of a planned programme — of 
the assessing of adequate test checking ~in the 
reliance to be placed on internal check and 
control, could reasonably be kept for senior and 
advanced courses. 


Conclusion 


Traditional methods of auditing may be failing 
to keep in step with the changing tempo of 
business administration and the time may now 
be here when developments from traditional 
methods are desirable. 

Such. change, coupled with more rapid 
presentation of annual accounts and easing of 
peak period pressure for accountants’ offices, 
may be possible through the adoption of methods 
of continuous auditing which may also enable 
the accountant to have more opportunity to 
assist businesses in other accounting require- 
ments for which modern circumstances have 
created a need. 
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WEEKLY NOTES ea 


Birthday Honours 


The profession will have noted with pleasure that 
two. of its leading members -Mr T. B. Robson, 
M.B.E., M.A., F.c.A., and Mr J. L. Somerville, GA, 
F.R.S.E. — feature prominently among the honours 
conferred by the Queen to mark her official birthday. 
They both become Knights Bachelor and we add our 
congratulations to the many that they will be re- 

» CT ceiving at this time. 

ae r Mr Robson, who 
receives his honour 
in recognition of his 
services as a member 
of the Companies 
Act Accountancy 
Advisory Committee 
of the Board of In- 
land Revenue, was 
President of The 
Institute of Char- 
tered Accountants in 
England and Wales 
in 1952-53 — the year 
of the Sixth Inter- 
national Congress on 





Mr. T. B. Robson, M.B.E., MA., F.C.A. 


Accounting held in London. He is a partner in the, 
home and overseas firms of Price Waterhouse & Co, 


and is an international associate of the American 
Institute of Accountants. 

The conferring of 
this high honour on 
Mr Somerville, 
President of the 
Institute of Char- 
tered Accountants of 
Scotland, provides 
what may be re- 
garded as the con- $ 
-summation to the f 
centenary celebra- @ 
tions of that Institute 
which have been $ 
taking place in Edin- $ 
burgh during the i i 
past week, Mr J. L. Somerville, C.A., F.R.S.E 
" Mr Somerville is 
senior partner in the firm of Wallace & Somerville, 
Chartered Accountants, of Edinburgh. 

We also congratulate: Mr William G. Ridd, 
F.A.C.C.A., F.C.1.S., deputy director and labour adviser 
of the Newspaper Society, and secretary of the News- 
paper Conference, on being appointed a Member 
(Fourth Class) of the. Royal Victorian Order; Mr 


Gordon Miles, F.1.M.T.a., Comptroller, London 


County Council, who receives the C.B.E.; Mr A. G. 
Mellor, B.COM., A.S.A.A., chief accountant, National 
Sulphuric Acid Association Ltd, on receiving the 
O.B.E.; Mr James Butterworth, F.I.M.T.A., Borough 


a5 


Treasurer, Wigan, and Mr W. D. Gilchrist, om 
chief accountant, Scottish Industrial Estates Ltd 
who are awarded the M.B.E. = 


Scottish Institute’s Centenary 


SPECIAL SUPPLEMENT TO The Accountant 
The centenary celebrations of The Institute of 
Chartered Accountants of Scotland were held in 
Edinburgh this week and ended yesterday. 

As we announced in our last issue, a special 
Scottish supplement will be published with our next 
issue, dated June 26th, and will contain a fully 
illustrated account of the proceedings and of the 
various social events. | — 

In a leading article in our last issue in which”we™ 
outlined the history and development of the Scottish 
Institute, we referred to ‘. . . the cherished and 
expensive fight to use the initials “C.A.” ...’ There 
was a misprint in this; it should have read `. . the 
cherished and exclusive right to use the initials 


Institute of Municipal Treasurers and 
l Accountants 


The sixty-ninth annual conference of The Institute of 
Municipal Treasurers and Accountants which opened 
at the Winter Gardens, Bournemouth, last Wednes- 
day and concluded yesterday, was attended by some ` 
1,300 members and representatives of local and 
government authorities throughout the country. 

Sessions. were held on Thursday morning and 
afternoon and yesterday morning, when the con- 
ference was addressed by Sir Frank Tribe, K.C, By 
K.B.E., Comptroller and Auditor-General, Mr WO. 
Atkinson, M.B.E., F.I.M.T.A., Borough Treasurer of 
Acton, and by Lord Greenhill, opp, J.P., formerly 
Convener of the General Finance Committee of 
Glasgow Corporation. The sixty-ninth annual general _ 
meeting of the Institute was held on Wednesday 
afternoon. 

An interesting little ceremony took place yesterday 
morning when Mr T. L. Poynton, F.1.M.T.A., Borough 
Treasurer of Blackpool, was invested as President for 
the ensuing year, and a Past-President’s badge was 
presented to the retiring President, Dr A. H. 
Marshall, B.sc.{ECON.), PH.D., F.I.M.T.A., F.S.A.A. 

A report of the conference, including extracts from 
the report of the Council for 1953-54 and sum- 
maries of the papers which were presented, will appear 
in next week’s issue. 


The Royal Commission E 
“ne 


We report on another page the proceedings: at: 

second and third hearings of the Royal Commission 
on the Taxation of Profits and Income. The second 
hearing was of particular interest in that representa- 
tives of the Scottish Institute gave evidence, for which 
they were warmly thanked by the Commission. They 
were particularly successful in exposing the absurdity 
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The man who will be an Executive Director in 

20 years’ time.is not interested — at this stage of his career — in a pension 

An years’ hence. He is, however, concerned to secure adequate provision for 
his family in the event of his death. 

This need ‘for family protection impels young executives — who cannot S 
afford adequate life assurance — to seek employment where modern dual- 
purpose schemes provide either a pension on retirement- or a substantial 
capital sum in the event of premature death. 

Such comprehensive provisions — designed, by- ‘the’ Noble Lowndes 
Pension Service — ensure the continuity of management and, by providing for ` | 
the two main hazards of life, permit the younger executive to concentrate his 


full abilities on the affairs of the Company. 
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... a paper that allows’ light to pass 
through it. It’s just as easy to type or 
write on, read and handle as normal 
opaque (light stopping) paper and, by 
using it with the OZAMINOR - Ozalid’s 
latest copying unit — the. flow of paper 
‘work in every department will be speeded up. 
Statements and remittance advices , 
can be produced up to a rate of 400* or more an 
hour, without any possibility of error and no 


checking is required. 

The applications are-unlimited and no far-reaching 
alteration in your present procedure is necessary 
~ simply change to Translucent paper for l 
all your office forms. 


r e 


* Where higher production is required we have other 


machines which produce over 2,000 copies per hour. 


H 


The OZAMINOR, the latest addition to the wide 
range of Ozalid copying equipment is the only machine 

of its kind manufactured outside U.S.A. Positive Dry 
copies costing less than a penny each can be produced 
continuously from single-sided translucent originals. 

The ‘Ozaminor’ which is streamlined and compact, ` 
can be operated on any smali table and requires no ` 

skill whatsoever on the part of the operator. This 
equipment is the complete answer to the rapidly 
expanding use of office systéms based on direct copies 


- from translucent originals. 





+ 


You must investigate the - as 
possibilities of this remarkable new 


— 
—_—o 





Hl 


method of business procedure. 


RECD. NEES 
COM PANY LIMITED >; (Ozarapid Division) 


WALL, LONDON, Bei, ` TELEPHONE: NATtonal | 055r° “(10° LINES) 
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o which the present rules governing Schedule E 
2xpenses give rise. The unusual rules governing bank 
osit receipts.in Scotland, to which Dr Bogie drew 
ntion, visibly impressed the Commission. 
“Accountants will follow the evidence of the Law 
Society with interest because the problems facing 
srivate practice:in the law are not very different from 
hose facing practising accountants except perhaps that 
‘he accouritant does not have to incur expenditure on 
yehalf of his clients as the solicitor does. 


Anyone who doubts that the Schedule E rules. 


elating. to. expenses are more hatsh than those of 
Schedule D has only to study the evidence of the 
3ritish Actors’ Equity Association. The eagerness of 
he Inland Revenue to keep actors in Schedule E is 
qualled, or perhaps surpassed, only by the determin- 
tion of the actors to remain in Schedule D. The 
éason is, of course, that under Schedule D much less 
ax is paid, as the expenses are allowed on a much 
nore rational scale. The sheet-anchor of the actors 
§ Davies v. Braithwaite (12 ATC 307; 18 T.C. 
:98)}, where Mr Justice Rowlatt established that 
schedule D applied to persons whose method of 
naking a living “does not contemplate the obtaining 
f a post and staying in it, but essentially contem- 
rlates a series of engagements and moving from one 
o the other’... 

- -The case for allowing to sand and gravel extractors 
he diminution in value of the land from which the 
sand is taken.is an extremely strong one, and it was 
put forward with studied moderation. 


Capital Investment in the West 


The greatest single factor which is likely to influence 
the Icvel of industrial activity in the Western world 
nthe next few years is the rate of capital investment 
əy private enterprise according to the United Nations 
Economic Report for 1952-53, which is published 
his week. Between 1950 and 1953, says the report, 
year to year changes in output were strongly in- 
Juenced by a pronounced inventory cycle. Up to the 
middle of -1951, heavy accumulation of stocks on 
private account together with rising government 
expenditures caused a sharp increase in production. 
In the second phase which lasted from mid-1951 to 
mid-1952, the reversal of the inventory boom was 
more than counterbalanced by higher government 
expenditure. In the third period which lasted until 
about the end of 1953 the decline in government 
expenditure on defence was offset to some.éxtent by 
increases in consumption, increased capital invest- 
ment by private industry, and by the accumulation 
of stocks. Since ‘then, the recession in the United 

tates has first worsened and then eased off and the 
re considers that this recession has been due much 


more to a fall in government eee than to any . 


adjustment in inventories. ` 
The report goes on to say that there are underlying 


factors in the Western world which if unchecked ` 


could lead to a. widespread tecession. The only way 
in which demand can be sustained at a time when a 
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buyers! market is developing is for large-scale invest- 
ment by private enterprise. There is evidence that 


‘some industries have reached saturation point. after 


a period of intense activity since the war but the 
authors of the report think that there are still plenty 
of opportunities for the profitable installation of more 
productive modern equipment. The problem is to 
turn these opportunities into effective demand. - 


; Exports in May ` 

It is now apparent that British exports have sustained 
a setback owing to the trade recession in North 
America. According to figures released this week the 
monthly average for April and May was 14 per cent 
less than the monthly average in the second quarter 
of last year. It is noticeable that the decline in ship- 
ments to Canada is heavier than those to the United 
States. Paradoxically, however, the fall in exports to 
these two key dollar areas has not seriously impaired 
the country’s export performance as a whole. 

During May, the daily’rate of United Kingdoni 
exports was slightly below that in April but the 
longer working month enabled exports and re-exports 
to finish £5 million higher than in April.at £238 
million. With imports at {280 million (about £4 
million less than in April), the adverse balance is 
reduced on the month from {51 million to £42 
million. 

If April and May are taken together to even out 

the incidence of statutory holidays, the monthly 
average of exports for those two months this year 
was £227 million, 1 per cent higher than the monthly 
average for the first quarter of this year and 8 per 
‘cent higher than the second-quarter of 1953. 
a This resilience. in exports is reflected in the monthly 
adverse balance, for in the first five months of this 
-year the monthly deficit was 33 per cent less than 
the rate recorded in the first half of 1953. 


Iñvestment by. Industry `: 
The British Electricity Authority and thé Gas Council 
expect to invést about £1,800 million in electricity 
and gas plant and ‘equipment respectively over the 
next seven years. On an annual basis this is. at least 
as high as the’ capital investment- bp these :two 
industries in 1953. The British ‘Transport Com- 
mission is also known to be preparing plans for the 
modernization of the railways which will -cost about 
[500 million over a ten-year period, some of which 
will be in excess of normal annual -renewal expendi- 
ture, Pressure is also increasing for a much larger 
outlay on the road system in the next decade. Plans 
on ‘this scale for the basic industries of fuel and trans- 
port would generate a considerable demand for 
industrial equipment. It is difficult to.see how, plans 
of this kind can lay claim to an increasing ; ‘amount of 


“ the nation’s resources unless there-is a‘latge switch- 


over in those resources from consumer goods to 
capital goods. It may be that the size of this switch- 
over may become a key issue*in economic epog in 
the next year or so, : x 
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FINANCE AND COMMERCE 


A number of factors have combined to bring a 
noticeable degree of uncertainty to stock-markets. A 
fall in Canadian wheat prices and a Wall Street 
‘shake-out’ were the first unsettling matters. The 
lack of progress at the Geneva talks and the fall of 
the French Government brought further nervousness. 
These factors have persuaded many investors to 
withdraw temporarily from the market which has 
been advancing for nearly two years. Competition 
from a number of heavy and important new issue 
operations has also diverted investment funds from 
the stock-market proper. This week’s Rolls-Royce 
and British Rollmakers debenture offers are followed 
next week by the Stewarts & Lloyds denationalization 
issue. Beyond this there are a number of industrial 
preference share offers being arranged. There is also 
expectation of fresh borrowing by one of the State 
utility boards with the British Electricity Authority 
, mentioned as the likely borrower. 


_ ‘Edith’ 

We follow the accounts of the Industrial and Com- 
mercial Finance Corporation with those of its new 
daughter, ‘Edith’. This appellation has been given to 
the Estate Duties Investment Trust Ltd, registered 
‘in August 1952 to assist in the solution of estate duty 
problems by providing ‘a holder of good standing 
-and financial strength who will be neutral as regards 
the proprietary interests’ but ‘willing at the same time 
.to be a minority holder’. In short, ‘Edith’ is an 
alternative to the Stock Exchange when owners of 
‘family companies need to sell a portion of their 
interests for estate duty purposes. Its accounts are, 
therefore, simply those of an investment holding 
concern. 
_ Lord Piercy, the tana however, deals in his 
statement with a subject of importance to account- 
ants at the present time: the modifications proposed 
in this year’s Finance Bill to the application of 
Section 55 of the 1940 Finance Act. This is the section 
under which private companies’ shares may be valued 
not on the general principle of estate duties — the 
price which in the Commissioners’ opinion they 
would fetch in open market — but by reference to an 
asset valuation. 

The Trust’s particular interest in the Finance Bill 
is in its proposal that the price obtained for shares or 
debentures by sale between an independent buyer 
and seller within three years of death may be substi- 
tuted in the valuation in respect of the size of the 
- interest thus sold. 

Fair Value 


If this is accepted, the scope and operation of the 
"Trust seems likely to be improved, for it was found 
necessary to lay down in its brochure that in negotiat- 
ing a value for shares, a Section 55 computation 
could not in itself form the valuation basis for the 
purpose of’a purchase by the Trust. And that has 


proved a very real difficulty for executors, for scat, 
55 values were more than likely to exceed ‘arms 
length values between willing buyer and seller’. For 
this reason, says Lord Piercy, ‘we have not so far 
been able to come to grips with a single case where a 
death has already occurred and the assessment has 
been under that section’, 

It has yet to be seen, says Lord Piercy, how the new 
proposals, if they become law, will affect that 
position, but in the broader view he sees a step being 
taken ‘towards recognizing that there is in most 
cases a fair value for shares of private companies 
which can be freely arrived at’. 


Houndsditch Warehouse e 


How far can shareholders in a public company expect 
to be taken behind the scenes? The question arises} 
in connection with The Houndsditch Warehouse 
Company Ltd, whose imposing store in the City of 
London (or is it just outside) may be known to 
many readers. Mr Philip Halperin, the chairman, 
refers to the request made at the annual meeting 
last year for ‘publication of full particulars of the 
individual companies in our group’. He hopes 
shareholders will accept the board’s opinion that 
‘it would not be in the interests of the Group asa 
whole to make public this information at this stage’. | 
They had, however, he: said, fifteen subsidiaries of 
which two conducted a wholesale business similar 
to that of the holding company, four retail and nine 
manufacturing. Four subsidiaries have been closed 
down, one involving a loss provided i in the present: 
accounts. EE 

The point raised at the last meeting is debatable. 
Fundamentally, shareholders are only entitled to the 
consolidated view. Anything further becomes a 
matter for goodwill and confidence between board 
and shareholders, and shareholders’ views in this. 
case may be coloured by the fact that there has been 
no ordinary dividend since 1951. 

In one respect, however, the view of the com- 
pany’s income might well be enlarged. Part of its 
Houndsditch premises were let off some time.ago as 
offices, but trading and manufacturing results are 
obscured by the inclusion of rents receivable with 
group trading profits (less losses), ‘To what extent is 
the office property business carrying the shops? 


Commendable ‘Comparison 


We sometimes find it alittle irritating in company 
accounts to have the view thrown out of line whe 
the current figures include revenue from an intet e 
acquired during the accounting period. Somewhere, 
if not actually in the accounts, there should have 
been a statement showing the extent to which the 
new source of income has affected the profit figures. 
This point is dealt with in a commendable manner 
in the accounts of United Drapery Stores Ltd, for the 
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year to January 30th, 1954. United Drapery made an 
offer in July 1953 for the ordinary capital of Prices 


Trust Company Ltd, and as a result the company . 


ms ultimately acquired the whole of the equity 
interest. 

Prices Trust figures, however, have not been 
brought into consolidation. A copy of the Trust’s 
last consolidated accounts to June 30th, 1953, how- 
ever, 1s provided which United Drapery’s chairman 
points out will enable members to assess the value 
of the net assets purchased in that company. 

Nor have profits of Prices Trust been included in 
the group trading profit shown in the United 
Drapery’s consolidated profit and loss account. 
Instead, an extra column on coloured background 
has been inserted in that account giving the con- 
olidation ‘including unaudited results of Price’s 
roup for seven months to January 30th, 1954’. 
One therefore has the straight United Drapery 
- comparison, 1954 against 1953, and then the United 
` Drapery—Price’s consolidation. 


Money Market 


With the market’s bid lifted by another 2d to 
£99 11s 11d there was another sharp fall in the 
Treasury bill rate last week. Applications at 
£418,325,000 were exactly £4 million higher than 
the previous week, and at the raised bid the market 
obtained 57 per cent of requirements against 58 per 
cent previously. The average discount rate -was 
reduced to £1 125 3:56d per cent against {1 12s 11-61d 
per cent and was the lowest rate for more than two 
years. This week’s offer is £260 million. 
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ESTATE DUTIES INVESTMENT TRUST LIMITED 


Report of the Directors 
The Directors present to the Members their Report for the fifteen months 


to March 31st, 1954, together with the audited Balance Sheet at that date 
and the following statement of Revenue. 


Statement of Revenue 











£ £ 
Income for the period comprised: 
Dividends received from Investments SN T «« 10,430 
Other Income, consisting of Interest on Deposits and J 
Fees and Commissions received, less paid Ke .. 12,670 e 
From this total there had to be deducted: : 
Management Fee to Industrial and Commercial Finance 
Corporation Limited Ss eg SS ZP ,, 5,000 
Directors’ Remuneration oe aia we 3,750 
Audit Fee <i ae e eg Se Si e 53. 
Other Administration Expenses .. on ʻi . 232i 
— 11,124 
- There remained a Balance before Taxation of Ne Kë IRC 
The estimated charge for Taxation, based on the revenue 
(less expenses) for the year was: 
` Profits Tax .. Se ne ss as gg P 50 
, and ps La 
Income Tax .. Ce We Ve Sie A 5,557 
—— 5,607 
The Net Revenue for the year was therefore ss D 6,369 
The Directors have decided to write off the Preliminary 
Expenses of .. Ss d bg Se ge ya 5,130 
Leaving a Surplus to be carrled forward of .. We e £1,239 





d 


Under the terms of the Articles of Association the Rt Hon Lord Piercy 
and Mr R., K. Lochhead retire from the board and, being eligible, offer 
themselves for re-election. 


Messrs Peat, Marwick, Mitchell and Company have expressed their 
willingness to continue In office as auditors. 


By Order of the Board, 
H. P, B. Cox, 
Secretary 
-7 Drapers’ Gardens, 
London, EC2 


May 26th, 1954 








ESTATE DUTIES INVESTMENT TRUST LIMITED 











} Balance Sheet as at March 31st, [954 
Dec. 3/ st, Dec, 3/ st, 
1952 1952 
£ £ £ £ £ 
Share Capital Fixed Assets 
Authorized Investments at Cost: 
1,000,000 Ordinary Shares of £l each.. den 1,000,000 me Quoted on Stock Exchanges.. iü .» 42,942 
=o {Market value: £56,612) 
Issued and Paid up £ meen Unquoted sg Ké Si . 386,837 
2 500,000 Ordinary Shares of £l each .. 500,000 en 429,773 
Revenue Reserve 
— Revenue Account ~ Surplus wh ae ra 1,239 Current Assets 
_ — oe Income Tax recoverable (estimated) .. 900 
2 501,239 vu Short Term Deposits .. Si bes 80,000 
Current Liabilities 2 Cashin Hand .. ae ate Se 20 
200 Creditors and Accrued Charges .. is e. 3,147 80,920 
—_ Bank Overdraft Unsecured Ku eg .. 6,313 
i a 9,460 200 Preliminary Expenses .. aru E gie 5,130 
Less Amount written of - .. Sé ne 5 130 
On behalf of the Board, —_— — == 
= C.W PERRY Directors 
£202 £510,699 £202 si £510,699 


ERR EAR 


e 


KH 





Further Commitments. At March 31st, 1954, che Company had made offers to purchase, subject to contract, investments totalling £208,166. 


REPORT OF THE AUDITORS TO THE MEMBERS OF ESTATE DUTIES INVESTMENT TRUST LIMITED 


We have audited the above Balance Sheet and the Statement of Revenue Incorporated In the annexed report of the Directors and have obtained all the 
information and explanations which to the best of our knowledge and belief were necessary for that purpose. So far as appears from our examination, 


h 


proper books of account have been kept by the Company. 


In our opinion and to the best of our information and according to the explanations given to us, the Balance Sheet which is in agreement with the books 
of account, gives the information required by the Companies Act, 1948, in the prescribed manner and gives a true and fair vlew of the state of the company’s 
affairs as at March 31st, 1954, and in the case of the Statement of Revenue, of the net revenue for the perlod from January Ist, 1953, to March 31st, 1954. 


II lronmonger Lane, London, ECH, 
May 25th, 1954, 


PEAT, MARWICK, MITCHELL AND CO, 
_ Chartered Accountants. 
. Auditors. 
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CORRESPONDENCE 


Letters must be authenticated by the name and address of the writer, not necessarily for publication. 
The Editor does not necessarily agree with, or hold himself responsible for, the opinions expressed. 


Stock Turnover: 
Builders’ Merchant Business 


Sir, ~ In reply to your correspondent’s letter (May 
29th issue), the Building Industry Distributors have 
issued a report entitled “Trading results of merchants 
engaged in the distribution of heavy building materials 
in 1950’, and on page 17 of this comprehensive report 
the stock turnover ratio (excluding direct sales) is 
given as 6 to I. 

My experience of businesses distributing both 
heavy and light materials suggests a slightly higher 
ratio, viz., 7 or 8 to I. 

Yours faithfully, 


London, SEg. R. E. WALTERS. 


Balance Sheets and Auditors’ Reports 


Sir, ~ Recently we have been ‘privileged to read in 
your columns a very interesting article by Sir Russell 
Kettle, F.c.a., on “The auditors’ report’ (issues dated 
March 6th and 1 3th, 1954). 

However, there is one point which does not appear 
to have been touched upon; we refer to the truth or 
otherwise of auditors’ reports which certify that a 
balance sheet which incorporates proposed -distribu- 
tions of ‘profit gives a true and fair view of the 
company’s affairs as at a certain date. 

We realize that such incorporation of proposals for 
reserves or dividends is in accordance with the 
Eighth Schedule of the Companies Act, 1948, and 
that in the drafting of the Act, effect was given to 
Recommendation V, issued by The Institute of 
Chartered Accountants in England and Wales: The 
procedure followed, therefore, has the full weight 
of authority behind it. Here, however, we must side 
with Professor Baxter of the University of London, 
who considers that authoritative statements by 
professional societies on accounting principles are 
likely to do more harm than good (vide The Account- 
ant, October roth, 1953). 

Is it really correct or truthful for an auditors’ 
report to state that a balance sheet, which includes 
. proposed dividends under ‘liabilities’, gives a true and 
fair view of the company’s’ affairs at the end of the 
financial year, when such dividends may not be 
approved by the shareholders at a subsequent 
meeting? 

We submit that such an auditors’ report is quite 
untrue. It also gives the impression that the subse- 
quent shareholders’ meeting which will deal with the 
accounts under review is a mere.formality and of no 
importance. Surely the auditing profession, above all 
others, should never be a party to the publishing of 
certified accounts which give this impression. 

We in the Argentine Republic are accustomed to 
look to Great Britain and the United States of 


America for progressive ideas in the presentation ot 
accounts, but in this instance we feel that Argentine 
company law, which does not permit of the incor- 
poration of proposals in our balance sheets, is doing 
a greater service to the shareholder in insisting on a 
clear, factual, end-of-year statement. At the same time 
it allows an unequivocal audit certificate to be given 
on the face of the balance sheet. It should be men- 
tioned that Argentine company law requires a 
financial report (quite apart from the chairman’s 
speech at the annual general meeting) to accompany 
the balance sheet, in which the board’s proposed 
distribution of profits must be stated. 


Yours faithfully, 
W. E. S. HEATH, SS 


Sub-Manager and Comptroller, 
FABRICA ARGENTINA DE ALPARGATAS S.A.I.C. 


Buenos Aires. 


Taxation of the Overseas Mining Industry 


Sir, — My attention has been drawn to the short and 
rather emotive comment in your issue of June 12th 
on the evidence submitted by this Association to the 
Royal Commission. In my view your article, un- 
wittingly I am sure, does less than justice to this 
Association. 

This is not the place or the occasion to re-state the 
case outlined before the Royal Commission. Suffice 
it to say that the evidence placed before the Royal 
Commission by the Association’s representatives was— 
not a complaint against taxation imposed overseas — 
this would have been misdirected to say the least. 
Evidence on overseas taxes was given at the request 
of members of the Commission. 

A perusal of the fuller report of the Royal Commis- ` 
sion’s hearing which appears at pages 673-675 of the 
same issue, would reveal that the central point made 
on behalf of the Association was that_as a matter of 
objective fact investment in overseas mining no longer 
flows through United Kingdom companies and an 
important reason for this (though, as the witnesses 
took care to point out, not the only reason), is that the 
taxation of overseas mining companies in this country 
is materially more onerous than in’ competitor 
countries. 

It is this which leads to the conclusion that unless 
the present system of taxation in the United Kingdom 
is modified the overseas mining industry in this, 
country will eventually cease to exist. SE 


Yours faithfully, 
= R.A. ALLDRED, 
: Secretary, 
l Biisk OVERSEAS MINING ASSOCIATION, - 
_ London, EC2. 


June 19th, 1954 


Standard Costs 


SIR, — As a user of standard costs in the engineering: 


industry, may I support the benefits of this method 

f accounting so concisely summarized by Dr TMS. 
Risk in your issue of May 22nd? It is indeed surpris- 
ing the amount of information which will be brought 
to light, with consequent improvements in manage- 
ment, in a survey of the manufacturing and selling 
activities carried out when setting up a system of 
standard costs. 

Briefly, standard costs, coupled with budgetary 
control, explain the improvement or deterioration in 
the operating plan in terms of ‘volume’ and ‘price’ 
variances. ‘Volume’ covers the usage of more or less 
material, man-hours or other resources, such as 
power, stores, tools, administration services, etc., 
whilst ‘price’ relates to the rate at which these 
résources have been purchased (i.e. the cost of 
- materials, wages rates, power charges, salaries, etc.). 
_ In a small engineering works, which appears in 

this case to be of a jobbing nature, in view of the 
demand for product costs by the management, which 
would be less likely if production was of standard 
articles, there is no need to have voluminous statistics 
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_and details of variances to obtain the benefits of the 


principles of standard costing. The estimate on which 
the order is obtained can become the standard cost, 
and by a simple system of separating the ‘volume’ and 
‘price’ differences between actual and estimate, the in- 
crease or decrease in estimated profit can be analysed, 
if necessary, on every order executed. The aggregation 
of these differences provides a view of the works 
departmentally and as a complete unit. 

Budgetary control can be operated on simple lines 
for each of the departments, whether. operating, 
servicing or selling, and will provide control of over- 
head expenses and information on the effect of 
‘volume of activity’ on the fixed expenses. 

There is no doubt that such a system will provide 
all the information management can usefully use, 
will cost less in clerical labour to operate than the 
conventional historical costing of each product, and 
is, moreover, certain to result in improved efficiency 
if the information provided by the system is properly 
used. 

Yours faithfully, 


W. W. WILLIAMS, F.C.W.A., A.S.A.A. 
Cardiff. 


CURRENT LAW 


Winding -up of Nigerian Company 


The Nigerian Farmers Commercial Bank Ltd was 
in voluntary liquidation, it not being capable of 
continuing its business as bankers. The appellant in 
Adebayo v. Official Receiver of Nigeria was appointed 
liquidator. At the statutory meeting of creditors it 


~as resolved that the company be reconstructed, and, 


the appellant filed a motion for an order permitting 
him to call meetings of creditors for the purpose. 
This was opposed by the Official Receiver who 
prayed that the company be wound up by the Court, 
_ under Section 132 (2) of the Companies Ordinance 
‘of Nigeria. The West African Court of Appeal 
approved the decision of the judge in the lower 
Court to the effect that it would be contrary to the 
public interest and to that of the creditors generally 
to allow the voluntary winding-up to continue; that 
the company should be wound up by the Court; and 
he refused to allow evidence to be called, as requested 
by the liquidator. 

The Privy Council allowed the appeal on the 
ground that in view of Sections-132 (2) and 140 of 
the Companies Ordinance, the wishes of the creditors 
were relevant and. the liquidator should have been 
allowed to call his evidence. In the circumstances the 
trial judge was not in a position properly to exercise 
a discretion to order a compulsory winding-up. A 
retrial was ordered. (Solicitors Journal, April 24th, 
1954.) 

Limitation of Actions 
Another case on the limitation of actions is Wright 
and Another v. Pepin (Law Fournal, April 23rd, 1954), 


‘in which the olaintiff were executors of a mort- 
gagee, applying for an order for possession. The 
defendant, the mortgagor, contended that since the 
last payment of interest twelve years had elapsed, 
that thus the claim was statute-barred. 

The last payment of interest was on August rst, 
1940, but the premises having been damaged by 
enemy action, the mortgagee’s solicitors wrote in 
October 1949, asking the position, and whether the 
premises were to be rebuilt; they later said that they 
would like the mortgage to be discharged. On August 
4th, 1950, the mortgagor’s solicitors wrote saying that 
the mortgagee would shortly be making an appoint- 
ment with them concerning the accounts and intimat- 
ing that he wished to rebuild. 

Harman, J., held that, although they were not 
expressly authorized to acknowledge the mortgage 
debt, the solicitors were authorized to write the letter 
of August 4th, 1950, which was such an acknowledg- 
ment. The debt was thus not statute-barred and the 
mortgagee was entitled to possession. 


Winding op of Russian Bank 


The Azov-Don Commercial Bank was a Russian 
bank which disappeared when the banks in Russia 
were dissolved by the Soviet Government in 1917. 
The bank had no office outside Russia, but it had 
assets in England and a petition for winding-up was 
presented by Norwegian bank creditors. ‘The Crown 
claimed the assets. as bona vacantia, that the Court 
had no jurisdiction to make a winding-up order, 
either without the consent of the Crown or, in any 
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event, as ‘the company had not carried on ae 
in this country; that, if there were jurisdiction, the 
order should not be made on the petition of foreign 
creditors in ‘respect of debts in foreign currency; 
that the Crown should be allowed to get in the assets 
and distribute them ex gratia to the English creditors 
on irrecoverable rouble account. 

Wynn-Parry, J., held otherwise. The Crown’s 
right in respect of bona vacantia was exhaustively 
stated in Section 354 of the Companies Act, 1948, 
and the highest title the Crown could claim was one 
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liable to defeat by a winding-up order, which could 
be made without the Crown's consent. To justify. 
the Court’s exercise of its discretionary jurisdicti ion.) 
it was enough to show the existence of assets m 
England and the presence here of creditors. The 
object of a winding-up being to distribute the assets 
among the whole body of creditors, it would be wrong 
to refuse an order and leave it to the Crown to deal 
with the assets for the benefit of the English creditors. 
(Re Axzov-Don Commercial Bank). (Law. Journal, 


April 23rd, 1954).) 


TAXATION CASES 


Full reports of the cases summarized in this column will be published, with Notes on the Judgments, ; 
in the Annotated Tax Cases. j 


Bank voor Handel en Scheepvaart v. Custodian 
of Enemy Property 


In the House of Lords, April ist, 1954 


(Before Lord MorTON or Henrytron, Lord Rem, 
Lord Tucker, Lord AsquirH or BISHOPSTONE, and 
Lord KEITH or AVONHOLM) 


Income tax — Assets held by Custodian — Investment of 
assets — Payment of income tax on income — Transfer of 
proceeds to owner — Whether income tax deductible from 


income received by Custodian — Crown servant — Trading ` 


with the Enemy Act, 1914, Section 4 -— Income Tax 


Act, rgré, Schedule D, Miscellaneous Rule r-° 


Trading with the Enemy Act, 1939, Sections 7, 15, 16 - 
. Trading with the Enemy (Custodian) Order, 1939 


(No. tIr98), Article 3- Dance (Trading with the - 


oer Regulations, 1940 (No. 1092), Regulations 4 
(3),.6 ~ Finance Act, 1944, Section 42; Schedule IV, 
Part I ~ Treaties of Peace (Italy, Romania, Bulgaria, 
Hungary and Finland) Act, 1947, Section T- 
Treaty of Peace (Hungary) Order, 1948 (No. 176), 
Article I (3). 


In 1940 gold belonging to a Dutch company was 
transferred to the Custodian of Enemy Property, 
and shortly afterwards the Custodian sold the gold 
and retained the proceeds as enemy property. Later 
he bought Treasury bills at a discount, and made a 
profit and paid income tax thereon. In 1950 the 
proceeds in the hands of the Custodian were trans- 
ferred to the Administrator of Hungarian Property. 
In 1951 the plaintiff obtained judgment against the 
Administrator in respect of the sale of the gold, and 
it was conceded that any sums earned by the use of 
the proceeds while in the hands of the Custodian 
were also payable to the appellant. The appellant 
then applied in the action for the determination of 
the question whether the Custodian was entitled to 
deduct income tax paid by him on the profit from 
the Treasury bills. 

Held (reversing the judgment of the Court of 
Appeal, and restoring the judgment of Mr Justice 
Devlin), that the Custodian was a servant of the 


A "a 


Crown, that he received the income in question on 
behalf of the Crown and for the purposes of the: 
Crown and that therefore the income was immune 
from income tax; and that the appellant was entitled 


. to recover a sum equal to the amount of income tax 


that had been paid by the Custodian in respect of 
the income in question. 


- Chapman v. Chapman 
In the House of Lords, March 25th, 1954 


(Before THe LORD CHANCELLOR (Lord SIMONDS), 
Lord Oaxsey, Lord MORTON or Henryton, Lord 
ASQUITH OF BISHOPSTONE, and Lord CoHEN) 


Estate duty — Settlement — Scheme to save estate duty — 
Variation of trusts for that purpose — Infant interests — 
Whether Court has power to approve variation =. 
Trustee Act, 1925, Section 57, (I). 


By a deed made in 1944 by a husband and wife a 
trust fund was settled for such children of the 
settlors’ son who should attain the age of 21 years or 
die under that age leaving issue, and if more than one: 
in equal shares. Until the youngest of these grand- 
children should have attained the age of 25 years 
(within the rule against perpetuities) the trustees 
were directed to retain the trust fund and apply such 
income as they thought fit towards the common 
maintenance, education or other benefit of all the 
grandchildren or any of them, and to accumulate 
the surplus income in augmentation of the capital. 
As each grandchild attained 21 the surplus income 
of his share of the trust fund was no longer to be 
accumulated, but was to be paid to that grandchild. 
There was a discretionary power in the trustees to 
advance up to one-half of the expectant or pre- 
sumptive or vested share of any grandchild, wheth 
minor or adult. 

The settlors’ son in question had three infant 
children. In order to save estate duty on the deaths of 
the settlors it was proposed that the trustees should 
advance the trust fund to the trustees of a new settle- 
ment, which was to provide for similar trusts but not 
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the provision for common maintenance. The trustees 
took out a summons for an order sanctioning this 
scheme on the ground that the adult parties to the 
5scttlement approved the scheme and that it was for 
the benefit of the infant beneficiaries. There was a 
similar settlement on the same grandchildren in 1950, 
and in the same year a further similar settlement on 
the marriage of another son of the settlors. 

Held, that the Court could not sanction the scheme 
as the power of the Court in that regard was limited 
to approving a compromise of interests on behalf of 
infants and possible after-born beneficiaries; that 
such a compromise had to be one relating to disputed 
rights, and there was no dispute in the present case. 


Regina v. Board of Referees, Ex parte Calor Gas 
(Distributing) Company Limited 


‘In the High Court of Justice (Queen’s Bench 
Division), February 1st, 1954 


(Before the Lord Chief Justice (Lord Gopparp), 
Mr Justice Cassets and Mr Justice BYRNE) 


Excess Profits Tax — Terminal expenses - Change in 
identity of group of companies — Allowance of relief 
by Commissioners of Inland Revenue — Whether right 
of appeal — Finance Act, 1946, Sections 37, 39 (4), 
Schedule IX. 

The company claimed relief from excess profits 
tax in respect of expenditure that had been incurred 
on deferred repairs during the period from January 
1st, 1947, to July 31st, 1951. The company was a 
member of a group of companies throughout this 
period, but a change in the identity of the group 
occurred on December a2ist, 1948. Relief under 
Section 37 of the Finance Act, 1946, was calculated 
br the Inland Revenue by excluding expenditure 
“incurred after that date, but certain relief in respect 
of the excluded expenditure was allowed under 
Section 39 (4) of the Act. 

_ The company appealed to the Board of Referees 

under paragraph 5 of Schedule IX to the Act, but 
the Board of Referees decided that they had no 
jurisdiction to hear the appeal. The company then 
applied for an order of mandamus directing the Board 
of Referees to hear and determine the appeal. 

Held, that as the case was within Section 39 (4) 
of the Finance Act, 1946, the allowance of the relief 
was a matter for the Commissioners of Inland 
Revenue; and that there was no right of appeal to the 
Board of Referees against their decision. 


Lord Advocate v. Countess of Seafield 
In the Court of Session (Outer House) 
March 26th, 1954 

~~ (Before the Lorn Orpinary (Lord BIRNAM)) 
Succession Duty — Landed estate ~ Settled securities - 
Succession — Sales of timber between date of trust 
disposition and date of successor’s beneficial interest - 
Whether sale moneys part of value of succession - 
Whether discharged debt deductible — Succession Duty 
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Act, 1853, Sections 2, 10, 20 and 23 — Finance Act, 
1894, Section x8 — Finance (1909-10) Act, 1910, 
Section 6I (5). 

Under a trust disposition granted by the Dowager 
Countess of Seafield the landed and other property 
known as the Seafield Estates were conveyed to 
trustees, with power to cut and sell timber, to adjust 
the debts secured on the estates and to apply surplus 
income in reduction of debts, and to convey the 
estates (in the events that happened) to the defender 
on her attaining the age of 40. By her last will and 
testament the Dowager Countess bequeathed the 
residue and remainder of her personal estate to the 
same trustees to be held and applied by them for 
the purposes of the said trust disposition. 

The Dowager Countess died on October 6th, 1911. 
On April 17th, 1946, the defender attained the age of 
40 and thereupon became entitled to a conveyance 

~of the Seafield Estates and to have paid over to her 
the trust fund in the hands of the trustees including 
the assets forming the residuary estate of the Dowager 
Countess. At the date of the death of the latter the 
Seafield Estates were burdened with debt to the 
‘extent of £515,365 ros, and the timber on the estates 
was then valued for estate duty purposes at £220,782. 
The trustees managed the estates down to April 17th, 
1946, and sold timber for a total of £1,451,539 IIS 3d: 
they paid the estate duty in respect of the timber on 
the estate at the death of the Dowager Countess. 
This estate duty amounted to £30,909 9s 7d. During 
the period of their management the trustees repaid 
the aforesaid debt of £515,365 10s, expended 
£317,037 5s 4d on the management of the estates, and 
dealt with the surplus of £619,136 15s 11d as a part 
of the trust fund. The movable assets included in 
the trust fund had an aggregate value, on April 17th, 
1946, of £1,080,780 2s 5d. 

The Inland Revenue claimed succession duty at 
the rate of 10 per cent on the value of an annuity 
for the life of the defender equal to the annual value 
(after outgoings) of the heritable property to which 
she succeeded on April 17th, 1946, and succession 
duty at the same rate on the movable assets in the 
trust fund, and on the assets representing the residu- 
ary estate of the Dowager Countess. The amount of 
the second of these items was largely composed of the 
money which had been received from sales of timber 
during the period of the management of the estates 
by the trustees. It was contended for the defender 
that no succession duty was payable in respect of 
timber except on the sum of £220,782 which was the 
value of the timber in 1911. It was also contended for 
the defender that the debt of £515,365 ros, which had 
been paid off out of the proceeds of sales of timber 
ought to be deducted from the value of the heritable 
“estate. 

Held, that succession duty was leviable on the value 
of the timber at April 17th, 1946, and that, as the debt 
of £515,365 ros had been paid off prior to that. date, 
it was not deductible i in corermining the value of the 
succession. 
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` MANAGEMENT ACCOUNTING 
AN OUTLINE OF ITS NATURE AND PURPOSE 


We reproduce below the full text of notes which the Council of The Institute of 

Chartered Accountants in England and Wales is distributing to all members. A 

limited number of additional copies has been printed and will be supplied without 
charge on application to the offices of the Institute. 


The expression ‘management accounting’ has in recent 
years been used increasingly torefer to the application 
of accounting skill to problems of management. Although 
this has formed part of accounting practice for many 
years it has in general received less attention than certain 
other aspects of accounting. 


continues to receive much attention and has been 
assisted by the development of modern forms of 
stationery and office machines. The importance of a 
sound system, working smoothly and without undue 
expense, has long been recognized and it is not with 
this aspect of management accounting that these notes 


The Council of The Institute of Chartered Accountants are concerned. f 
in England and Wales has therefore considered tt desir- as 
able tọ issue these notes in the form of an outline of the ` (Go) The notes are concerned with the production 
nature and purpose of management accounting. The and presentation of accounting information which is of — 


Council hopes that the notes will remove misunderstand- 
ings about management accounting and stimulate active 
interest in its further development with the object of 
making accounting information of the greatest possible” 
service to management. i 

Successful management accounting requires a detailed 
study of the needs of each particular business, In some 
businesses the work involved may be simple and in others 
it may be highly complex. These notes have been drawn up 
as a framework within which a study of any particular” 
business can be conducted. They do not contain explana- 
tions or illustrations of methods of accounting. 

The notes are addressed to all members of the Institute, 
whether engaged in industry and commerce or in public 
practice. They are intended to have spectal application to 
‘those businesses whose accounting records have hitherto 
been used for little more than the annual accounts and for 
taxation purposes. 


Introduction 


(1) Company law and taxation are probably the two 
largest single factors which have contributed to the 
development of the accountancy profession. Emphasis 
thereby placed on the important work of preparing 
and auditing accounts to comply with company law 
and taxation requirements has often resulted in a 
failure to recognize fully the. active contribution 
which accountants, whether in public practice or in 
industry, can make to the daily conduct of businesses, 
whether they be large or small. This contribution has 
come to be known as management accounting. 


(2) Any form of accounting which enables a 
business to be conducted more efficiently can be 
regarded as management accounting. Every business 
must have an accounting system in order to pay its 
creditors, collect from its debtors, pay its wages, 
account for the money it receives and so on up to the 
final assembly-of the historical records into the annual 
profit and loss account and balance sheet. This 
recording :function of accounting has received and 


direct assistance to the management in the formulation ` 
of policy and in the day-to-day control of a business. 
To take a simple illustration, records of debtors may 
be kept in such a form (whether by means of ‘visible’ 
types of ledger accounts with appropriate signals, or 
by means of periodical abstracts, or otherwise) as to 
enable effective control to be exercised over the 
collection of debts and the continuance of credit 
facilities. his particular form of control has been 
exercised for many years and is to be found in a 
large number of businesses of all sizes. The illustra- 
tion has been chosen because it shows in a simple 
way the essence of management accounting, namely, 
the adaptation and use of accounting for the purpose 
of guiding and stimulating management action. 


lle 


(4) All management accounting is by no means so 
simple as the control of debtors accounts. Each 
business requires careful examination to ascertain 
the important needs of the management and the ways 
in which accounting information can make a valuable 
contribution towards their satisfaction. Individual 
members of the- Institute in industry put much effort 
into satisfying the needs of their particular companies; 
members in public practice assist their clients to make 
the best use of accounting for management purposes 
and some of them make a special feature of this work, 
The great variety of experience gained in these ways 
indicates that management accounting has certain 
main features and the purpose of these notes is to 
present a brief review of them. 


(5) There is a tendency for ‘management to be 
regarded as meaning the higher management of large 
companies. It does not carry that restricted meaning 7 
in these notes. “The management’ here means any 
person or body of persons who, in exercising the art of 
management, is or are responsible for deciding what 
to do and seeing that it is done. The management 
therefore includes. persons at all levels of authority, 
irrespective, of the size of the business: 
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Accounting in Relation to Management ` 

(6) The essential functions of management are to 
Ce activities of a business and to control the 
sfecution of the plan. Planning and control are 
closely connected. The formulation and acceptance 
of a plan should be followed at once by the steps 
necessary to control its execution; and the process of 
control, involving the examination of reasons for 
deviations from the plan, may lead to revision. 


(7) Accounting has a vital contribution to make 
towards both the formulation of a plan and the 
control of its execution. A complete plan finds its 
expression in the form of an accounting statement, 
effective control of the execution of the plan requires 
figures which, for the most part, only accounting can 
Jrovide. Without up-to-date accounting information, 
furnished promptly at regular and frequent intervals, 
the management is without reliable information as to 
whether actual performance has exceeded or fallen 
short of the planned activities and as to the reasons 
for deviations; it is therefore not aware whether the 
need exists to take action to correct an unfavourable 
situation or to take full advantage of favourable 
circumstances. 


(8) There is no clear dividing line between the 
accounting service needed for management purposes 
and the accounting service needed for reports to 


proprietors. The two services are in many respects - 


complementary but they differ mainly in the nature of 
the information provided, the classifications adopted 
and the frequency of reporting. 


Xo) Reports to proprietors are usually made at 
yearly intervals, varying in form from the published 
accounts of companies to the detailed profit and loss 
accounts and balance sheets of sole traders. They 
present significant totals compiled from a mass of 


detailed items which constitute the accounting. 
records. The records must be in such a form as will 


enable these totals to be compiled and they should 
also provide a means of control over the assets and 
liabilities of the. business. Accounting records 
therefore require to be adequate for all purposes of 
stewardship. l 


(10) Accounting for management purposes also 
consists of the compilation of significant totals from 
the detailed items in the records but for this purpose 
the significant totals need not be restricted to those 
required for the annual accounts. It is certainly 
informative to management to be shown a profit and 
loss account revealing a heavy loss during the ‘year; 
but the real need of the management would have been 
better met by the production during the year. of 
accounting statements indicating the trend and so 
enabling’ action. o be taken -to prevent-or minimize 
the loss before the situation: déteriorated further. 
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(11) The accounting information required for the 
management ‘and that -required for the proprietors 
should both be products of one system. As the 
management requires by far the greater amount of 
information and at more frequent intervals, the 
system should first be devised to. provide what is 
needed for management purposes. -The system can 
then be reviewed in order to see to what extent it 
may require adaptation to provide the information 
required for proprietors, Flexibility in the system is 
an important consideration, particularly when con- ` 
templating the introduction of mechanical aids. 


(12) The next two sections of these notes deal 
respectively with accounting information for planning 
purposes and accounting information for control 
purposes. This division corresponds with the essential 
functions of management itself, namely, planning and 
control. It should be understood that the following 
notes assume that the accounting system is based on 
an appropriate classification of expense. Reliable 
accounting information cannot be compiled unless it 
is so based. Allocations may be made to departments, 
products, machines, units of labour, periods of time 
or otherwise, according to the nature of the business 
and its activities. This aspect of accounting has been 
dealt with in the Council’s Notes on the allocation of 
expense, issued in November 1951, in which emphasis 


is placed upon the importance of appropriate 
allocation for two purposes, the control of expenditure 
and the ascertainment of cost.. 


Accounting Information for Planning Purposes 


` Why accounting information is important 


(13) The activities of even the smallest business are 


_ planned in some way. The proprietor must havé some 


notion of the scale on which he will operate, the- 
amount of money required and the source from which 
it will be provided, the number of employees he ‘ 
needs, the sort of customers he hopes to get, his 
sources of supplies and so on. None of his plans 
may have been committed to paper and he may not 
recognize them as ‘plans’, but they certainly exist. 
A little accounting information of a simple kind would 


. not only save him unnecessary mental effort but 


could well enable him to recognize defects in his ` 


(14) Any plan which is not based on reliable 
accounting information is at best uncertain and at 
worst may Jead to bankruptcy. The proprietor of a 


. small business may have some idea of the amount of 


profit which he expects to earn and he may. even be 
aware that it ‘is a reasonable return by comparison 
with the salary he could. command .in.a similar 


‘business and the return he ‘could obtain elsewhere 


on the capital employed in his business: But he may 


- wrongly think that the whole.of the. profit shown by 
`- his -accounts’ is available’ for personal: spending, . 
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whereas the availability of profit for withdrawal 
from the business depends on a number of con- 
siderations such as whether resources are being locked 
up in stocks, debtors or capital expenditure, whether 
price levels are rising, whether the business is ex- 
panding, and of course taxation obligations. Again, 
he may know the weekly turnover he must reach in 
order to cover his overhead expenses but he may not 
have appreciated the adverse effect on his “break- 
even’ point of encouraging lines carrying a small 
profit margin at the expense of those carrying a 
large profit margin. All these are matters on which 
he can obtain the greatest assistance from suitable 
accounting statements in the simplest form. 


(rei For businesses which are too large to be 
entirely under the direct supervision of one person 
the importance of reliable accounting information is 
much greater. Matters such as those mentioned in 
the preceding paragraph require consideration but 
in addition the proprietor, or senior executive con- 
cerned, should have means of examining the plans 
made by managers and others to whom authority 
has been delegated. He should be able to satisfy 
himself that each plan is itself sound and that it is in 
harmony with the plans for the business as a whole. 
It is no use planning to produce more than can be 
sold; it is no use planning to sell more than can be 
manufactured or bought; it is no use planning to 
operate on a scale for which finance is not available. 
If unbalanced plans are put into operation serious 
losses may soon be the result. 


What accounting information is needed 


(16) There is no difference in principle between the 
kind of accounting information needed for a one-man 
‘business and that needed for a large organization, 
operating through a chain of control from the board 
of directors through the managing director or general 
manager and the departmental managers to the 
‘foremen and charge-hands on the shop floor.. What- 
ever the size or nature of the business may be, 
however simple or extensive the plans may be, 
-what the management needs is accounting information 
on the basis of which plans can be compiled, con- 
sidered, adjusted and finally agreed. 


(17) Business plans should be based on defined 
assumptions, particularly in relation to: 


(i) Selling conditions (prices, markets, volume and 
categories of sales). 


- (ii) Production conditions (labour arrangements, 
production methods, the use and availability 
of materials and machinery). 

_ (iii) Financial considerations relative to selling and 
production conditions. 


These assumptions will usually be governed by past 
experience as. shown by the records. 


- 
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(18) It will often be necessary to prepare alternative 
plans at varying levels of activity and on varying 
assumptions in regard to selling, production and~ 
financial conditions. Indeed, much exploratory wef 
will usually be required, followed by consideration of | 
alternative courses, before one course is decided ` 
upon and accepted as the agreed plan having as its 
objective the employment of the available resources 
to obtain the maximum benefit. 








(19) Such exploratory work is a joint responsibility. 
Data should be provided by all persons responsible 
for the operations of the business, but it is for the 
accountant to collate and interpret the data in 
financial terms. Many of the assumptions which have 
to be made when preparing plans relate to matters 
external to the business. The accountant should 
therefore ensure, when presenting information” in“ 
financial terms, that a clear distinction is drawn 
between assumptions relating to matters within they 
control of the business and assumptions relating to 
matters external to the business. 


(20) This distinction between external and internal 
factors calls for maximum flexibility in the accounting 
system. Plans must take into account the possibility 
of a business being affected suddenly by factors such 
as import restrictions or relaxations, export oppor- 
tunities or lost markets, changes in the availability 
and price of materials, wage claims, new competition, - 
general trade and economic conditions, taxation 
changes and political developments. The accountant 
should know the external factors which may affect 
the business and should arrange his accounting 
records to enable these factors to be properly reflected- 
and distinguished in the assumptions on which plans 
are based. 


Budgets S 


(21) When all the exploratory work has been. 
finished and a plan, set out in financial terms, has 
been agreed and adopted, it is generally called a 
budget. The budget then serves as a projected 
standard of performance against which actual experi- 
ence can be measured, so that remedial action can 
be taken if necessary. To enable it to serve this 
purpose a budget must of course be ready in advance 
of the period to which it relates. For most businesses 
it is usually convenient to have a budget consisting 
of three main parts: 


(a) Operating (manufacturing and/or trading) 


budget. l 
(b) Capital expenditure budget. a 
(c) Cash budget. ; 
(22) The form in which an operating budget is 
drawn up will be governed mainly by the nature and 


size of the business. The larger the concern the greater 
is the measure of delegation of responsibility; hence 
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the greater is the need for analysis and subdivision of 
records and selection of information appropriate to 
ach individual who has responsibilities. In the larger 

ofganizations sectional budgets will often be required 
in addition to'the overall budget needed by the higher 


Management. 


: (23) Capital expenditure may be incurred either for 
replacement of assets, or for expansion or to acquire 
improved equipment and use improved technique. 
These are long-term considerations and in exploring 
them the management should have accounting 
information enabling a comparison to be made with 
the position if the business were to continue with its 
existing facilities. When capital expenditure has been 
agreed the plans should be set out in the form of a 

budget dealing with the estimated expenditure, the 
petiod during which it will be incurred, the financing 
of the expenditure and of the associated working 
- capital, and the estimated effects on profits, 


(24) Cash budgets are vital to every business; 
it is no use planning trading or manufacturing 
activities unless the finance is available to carry out 
those activities. The preparation of cash budgets 
involves consideration of short- and long-term 
requirements, the relation between payments and 
receipts on the basis of the operating budget, the 


credit allowed to customers, the available facilities for ` 


borrowing, the effects of borrowing as compared 
‘with an increase of capital, the effects of raising 
preference capital as compared with ordinary capital 
and the involved taxation implications which normally 
accompany these matters. 


"Zë 


danger which requires the closest attention. A budget 
of expenditure is often in effect an authority to spend 
the budget amount. The conduct of the business and 
the efficiency of those engaged in it will subsequently 
be judged by comparison of performance with the 
budget. It is therefore essential that the budget 
figures should be based on most careful estimates, 
expressed in as much detail as is necessary for 
subsequent control purposes. The budget should 
then be kept under regular review. If these precau- 
tions are not taken the budget may prove to be a 
source of danger rather than an aid to the manage- 
ment. For example, if a budget shows advertising 
expenditure of £100,000, the management should be 
satisfied that {100,000 can usefully be expended; 
and in reaching that decision they should know the 
nature of the expenditure comprised in that total 
m. If the budget does not indicate the nature of 
‘the advertising on which the money is to be spent, 
it may well be spent in unprofitable ways and yet still 
show the advertising manager to have kept to the 
budget. Similarly, budgeted income can be a source 
nf danger if it is too easily attainable or expressed in 
insufficient detail. 
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(26) To summarize, it can be said that the character- 
istics of a good budget are: l 


(a) Sound planning. 'The plans which the budget 
represents should be based on careful estimates 
made after detailed consideration of all internal 
factors affecting the conduct of the business 
and after making such assumptions as may be 
necessary regarding factors outside the control 
of the management. (The making of these 
assumptions is sometimes referred to as 
‘forecasting’.) 


(b) Comprehensiveness. A budget should cover all the 
activities of a business, individually and as 
parts of a whole. Completeness and’ balance 
are necessary if all parts of the plan are to be 
capable of achievement. 


(c) Allocation of responsibility. A budget should be 
analysed and subdivided in such a way that a 
fair share of the responsibility for its achieve- 
ment can be allocated to (and preferably 
agreed with) each individual in the management 
team. An essential corollary is that a budget 
should be capable of being understood and 
implemented by all those responsible for its 
fulfilment. 


(d) Flexibility. A budget should be capable of ready 
adjustment for any significant change in circum- 
stances, without complete revision. The 
accounting records must be kept in such a 
form as will enable this to be done. Without 
this quality of flexibility a budget can become 

. divorced from reality and thereby be a source 
of danger to the management in the conduct of 
the business. 


(e) Timeliness. A budget should be ready in time 
for it to be used effectively during the period to 
which it relates. 


It cannot be stressed too strongly that all budget 
estimates require constant review lest any budgeted 
item of expenditure should come to be regarded as 
authority in all circumstances to spend up to the 
amount budgeted. 


Accounting Information for Control Purposes 
The value of using budgets 


(27) However carefully prepared, a budget is of 
little value unless it is used by the management to 
carry out and control the execution of the plans which 
it represents. For this purpose the management 
requires a regular flow of accounting information 
related directly to the budget. 


(28) A budget, though desirable, is not essential to 


the production of accounting information for control 


purposes. Mention has already been made in para- 
graph (3) of the fact that records of debtors may be 
kept in such a form as to enable effective control to be > 
exercised over the collection of debts and the con- 
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tinuance of credit facilities. Such information would 
assist even the smallest business to control the 
collection of debts at the proper time and to ensure 
early recognition of doubtful debtors. The informa- 
tion would, however, be even more valuable if it 
were related to a budget of the working capital 
requirements of the business. The debtors records 
could then make a useful contribution to the control 
of the finance available in relation to the activities of 
the business. 


(29) Even without a budget, it is not difficult to 
calculate for a small retailer the break-even point at 
which his overhead expenses are covered; and if the 
nature of his business makes it possible to code his 
daily sales dockets so that they can be converted to 
cost prices, he can ascertain his gross profit margin 
daily or weekly for comparison with the break-even 
figures. This would not only enable him to know how 
his business is progressing; it would also urge him 
to take effective action to increase his turnover if this 
can be done, or to discontinue lines having a small 
profit margin in favour of more profitable lines, or 
even to discontinue his business altogether instead 
of waiting until the year-end to find out how much he 
has lost. Thus his accounting records can be used to 
provide him with valuable control information even 
though no budget has been prepared in advance. 


(30) The accounting information would, however, 
be much more valuable to him if his expectations had 
first been set down in the form of a budget, so that he 
could then see the respects in which his results differ 
from his expectations. By examining these differences 
he could decide whether they are due to his conduct 
of the business and are therefore capable of being 
remedied where necessary, or whether his expecta- 
tions were wrong in which case he ought to re-examine 
the budget and may have to review the whole posi- 
tion of his business. 


(31) Even in a small business, therefore, it is evident 
that accounting information can be made fully 
effective for control purposes only if it is related 
directly to a budget. For larger businesses the 
accounting information would be largely ineffective 
without a budget because the activities are complex, 
a great deal of responsibility is delegated to individuals 
and it becomes more difficult to survey the business 
‘as a whole. Accounting information is here needed 
not only to enable the business as a whole to be con- 
trolled but also to enable individuals to carry out 
‘their own responsibilities. Control should be exer- 
-cised over each activity by the person who is held 
responsible for the proper functioning of that activity; 
and the accounting information supplied to the 
‘individual should, therefore, cover all aspects of 
the work under his control and correspond with the 
limits of his authority. These considerations make it 


THE ACCOUNTANT 


June 19th, .1954 


essential for the accounting information to: be 
related directly to a budget. 
Selection of appropriate information - CSS 
(32) A comprehensive budget, particularly for a 
larger concern, must necessarily have a great deal of 
underlying detail. Many items in the budget will not 
be susceptible to significant variation. Many other 
items may have no great significance in the activities 


of the business. An important feature of the account- 
ant’s contribution to the needs of the management is 


.therefore to select information which will focus 


attention and produce action where it is needed. 


(33) In every business there are some special 
factors upon which the success of the business mainly 
depends. The accountant’s aim should be to select 
information which will enable the management- to~ 
concentrate its attention mainly on those factors. For 
example, amongst the following may be the factor(s)~ 
vital to a particular business: 


Rate of turnover. 

Margin between buying and selling prices. 
Labour costs. 

Distribution costs. 

Area of sales or services. 

Number of customers. 

Utilization of fixed capital. 


The management ought not to have its attention 
diverted to minor and perhaps temporary inefficien- 
cies in, say, distribution costs if it is only by a sub- 
stantial increase in the rate of turnover that the 
business can be operated successfully. 


Form of accounting statements Ges 


(34) The form in which accounting statements are 
presented for the assistance of management will 
depend on the level of management at which they are 
presented, the action to be taken and the frequency 
with which the statements are presented. Each 
individual having responsibility for control of some 
activity requires detailed statements covering the field 
for which he is responsible. The action he takes may 
be immediate, for example affecting the pay of an 
individual workman, so that at this level of manage- 
ment weekly or even daily statements may be 
required. On the other hand the higher management 
requires broad summaries, usually at less frequent 
intervals, of the whole field of activity of the business. 
Statements for this purpose should exclude every- 
thing which is of no significance to the higher manage- 
ment in arriving at a decision. 


(35) Certain kinds of information can with Ee 
tage be presented in the form of, or be accompanied 
by, graphs or charts; and the use of different colours 
can often be a visual aid to the rapid appreciation of 
the figures presented. Consistency in size and design 
of accounting statements will assist the management 
as well as facilitate their preparation. 
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(36) In relation to both income and expense the 
accounting information should be so selected as to 
distinguish clearly between what can and what cannot 
ke controlled within the business. On matters which 
‘can be controlled within the business the management 
an place responsibility where it rests and can take 
such action as may be necessary in order to remove 
inefficiency or reward efficiency. On matters which 
are not within the control of the business the account- 
ing information supplied to the management should 
enable it to review the situation in relation to external 
factors and this will often result in revision of plans 
and the preparation of a revised budget. 


(37) Accounting statements will not aid the manage- 
ment in its day-to-day conduct of a business unless 
the management is able to compare the figures with 
other figures against which their significance can be 
measured. The importance of comparing actual 
figures with the budget figures has already been 
stressed. Other significant comparisons may also be 
made, for example with figures for other periods 
(such as the previous month and the same month in 
the previous year), other departments, and other 
businesses. Cumulative figures and moving annual 
totals, with appropriate comparisons, may also be 
significant. 


(38) So far as possible the statements should be so 
designed as to make it unnecessary for the reader to 
do his own arithmetic; the value of a comparison is 
that it enables deviations to be observed and the aim 
in preparing accounting statements should be to show 
the deviations. This is automatically achieved where 
a system of standard costing is in operation since the 


fiinction of such a system ‘is to disclose variances. 


from standard. 


Interpretation of accounting information 


(39) The accountant should accept the responsi- 
bility of explaining and interpreting the figures 
shown in his statements. This responsibility can best 
be discharged by designing the statements so as to 
emphasize what he considers to be the matters 
requiring attention by the management. Important 
considerations are: 


Variations from budget and Gom previous periods. 

Reasons for variations. 

Distinction between controllable and uncon- 
trollable variations. 

.. Persons responsible for such variations as are 

controllable. 

Courses of action available, which it may be 
convenient to deal with in a brief report by the 

` accountant indicating the conclusions he has 
drawn from the figures. 


Presentation 


— (40) The primary requirement of an accounting 
statement presented at any level of management .is 
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-that it should be readily understood and accepted, 


thereby forming the basis for whatever action may be - 
needed. Characteristics of oo accounting state- 
ments are: 


(a) Usefulness. Statements should be a guide to 
decision and action. 

(b) Truth and fairness. Statements should be an 
impartial presentation of all relevant facts of the 
situation, having a definite meaning to the 
persons to whom they are addressed. 

(c) Consistency. Statements should be internally 
consistent and presented on a comparable basis; 
that is not to say that the basis of comparison 
cannot be altered to suit changing conditions. 

(d) Clarity. Statements should be readily under- 
standable by the persons for whom they are 
prepared. To this end,. technical accounting 
terms should be avoided so far as possible. 

(e) Brevity. Statements should be as concise as 
possible, consistent with the presentation of a 
true and fair view. If detail is likely to be 
required it should be available in the form of 

, subsidiary statements. 

(f) Timeliness. Statements should be prepared for 
appropriate periods and be produced quickly 
enough to enable action to be taken if necessary. 
Reasonable approximations presented at the 
right time are valuable; meticulous accuracy 
long after the event may be useless. 

(g) Economy. Statements should contain only 
information which is relevant and can be pro- 
duced at reasonable cost in relation to its value. 

(h) Suitability. Statements should be suitable to the 
management organization: in other words, they 
should be addressed to the right person and 
deal only with matters for which he is respon- 
sible or in which he is interested. 


Conclusion 


(41) As indicated in the headnote, these notes are 
no more than an outline of the nature and purpose of 


“management accounting. They are issued in the hope 


that they will remove some misunderstandings about 
the nature of management accounting and stimulate 
active interest in its further development, encouraging 
members of the Institute to assist their clients or 
employers to make the fullest use of accounting 
information. - | 


(42) More detailed aspects of the subject are under 
consideration and the Council will authorize the issue 
of further publications dealing with any matters. on 
which it considers that a statement can usefully be 
made. Meanwhile attention ‘is drawn to the Notes 
on the allocation of expense referred to in paragraph 
12 and the report on Developments in cost accounting? 
published in 1947. 


1 Obtainable from the Institute, without charge 
® Gee & Co (Publishers) Ltd, 1947. ~ > 
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THE ROYAL COMMISSION 
RESUMED PUBLIC HEARINGS 


The Royal Commission on the Taxation of Profits and 
Income held another all-day public session on June 
roth, at ro Carlton House Terrace, London. In the 
morning oral evidence was taken from The Institute 
of Chartered Accountants of Scotland, represented by 
Mr J. G. Carse, Ga, Dr D. J. Bogie, T.D., B.COM., 
PH.D., C.A. (Convener), and Mr R. T. Young, c.a. They 
were followed by Messrs Hugh Jenkins (Assistant 
Secretary), and Malcolm Dunbar (Research Officer), 
of the British Actors’ Equity Association. 


The Commission went into private session for a 
brief period before lunch and in the afternoon evidence 
was given on behalf of the Ballast, Sand and Allied 
Trades Association by Brigadier H. G. L. Prynne, 
C.B.E., M.C., and Messrs H. E. Ford, D. W. Baker, 
F. C. H. Edwardson and C. D Mills. The last body to 
give evidence was the Law Society which was repre- 
sented by Sir Edwin Herbert, and Messrs P. M. 
Christopherson and W. Ritchie. They were accom- 
panied by officials of the Society. 


THE INSTITUTE OF CHARTERED ACCOUNTANTS 
OF SCOTLAND 


Lord Radcliffe, the Chairman of the Commission, told 
the representatives of the Scottish Institute that he 
wished, on behalf of the Commission, to express its 
` congratulations on the achievement by the Institute 
of their first centenary. 


Schedule E and Expenses 


Dr Bogie recalled that in the Scottish Institute’s 
first memorandum to the Commission, dated August 
1951, they had raised the important question of 
allowable expenses under paragraph 7 of the Ninth 
Schedule to the Income Tax Act, 1952. They wished 
to expand this point. The well-known phrase, ‘wholly, 
exclusively and necessarily’ and its interpretation in 
the Courts (in particular in the case of Ricketts v. 
Colquhoun (4 A.T.C. 565; 10 T.C. 118)) was 
the source of all the trouble where the word ‘neces- 
sarily’ (not used in the Rules applicable to Schedule D) 
had been interpreted to mean ‘if some don’t and need 
not use this you can’t have the allowance’ or ‘this 
expense is equivalent to a delegation of duties and you 
can’t have the allowance’. In the Institute’s memo- 
randum they had suggested that the wording of the 
Rules applicable to Schedule E should be altered so as 
to include all expenses for the appropriate performance 
of the duties of the office or employment. They had 
chosen the word ‘appropriate’ after aygreat deal of 
thought. 

- Dr Bogie then gave the following examples of 
expenses at present disallowed which ought, in the 
Institute’s view, to-be allowed. 


_ (2) Commercial traveller 

Where a commercial traveller employs a chauffeur, 
secretary, or a typewriting bureau to assist him with 
his duties, such expenses ought to be an allowable 
deduction from Schedule E remuneration. 


(2) Private secretaries to directors holding several public 
company appointments 

A director fully employed in attending to the affairs of 
several companies but not employed full-time by any 
one concern may be obliged to employ a private secre- 
tary to handle his business correspondence and 
generally assist him. The secretary’s salary and any 
office expenses should be allowed in computing the 
director’s Schedule E liability. 


(3) Clergymen 
It was well known that married clergymen received 
much secretarial and other assistance from their wives 


w 


in the performance of their duties. Again, an unmarried - 


clergyman might require to incur secretarial expenses. 
Such persons ought to obtain a fair allowance as an 
expense under Schedule E. Doctors, dentists and 
farmers got such an allowance, in respect of their 
wives’ services, under Schedule D. 


(4) Newspaper writers 


. Writers assessed under Schedule E might find it 


necessary to employ a private secretary and here again 
the expense ought to be allowed. 


(5) Directors’ travelling expenses 

There were many cases of those holding multiple 
directorships in unconnected companies in different 
places where the expenses of travelling from the office 
of one to another were not allowed. They in Scotland 
were particularly aware of cases where a Scotsman 
might be invited to join a London board and would 
incur relatively heavy expenses in travelling to the 
monthly or other periodical meetings. Unless he was 


in practice as a solicitor or accountant, where by con- _ 


cession his expenses were allowed under Schedule D, 
he might find himself out of pocket with the London 
appointment. That is, his necessary outlay might 
exceed the net amount he was left with after paying 
income tax and surtax (which might be as much as 
19s in the £) on the aggregate of his remuneration plus 
expenses. l l 
Personal Expenses 


In answer to a question by the Chairman, Dr Bogie 
agreed that it was the Institute’s view that a different 
attitude was shown to personal expenses, according to 
whether the assessment was under Schedule D or 
under Schedule E, and that the Institute would prefer 
a lighter wording than ‘wholly, exclusively and neces 

sarily’, When the Chairman said that the difficulty was 


to find an appropriate phrase, Dr Bogie suggested it- 


might be enough simply to delete the word ‘necessarily’; 
that would help Inspectors to be more lenient. 
‘Suppose,’ said the Chairman, ‘the employer said 
the expenditure was unnecessary; would you still allow 
it for income tax.’ Dr Bogie said that employers in 
many cases agreed to supply a secretary, making an 
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appropriate reduction in remuneration. But a man with 
several employers could not ask one of them to do that. 
To the Chairman’s suggestion that such a man would 
See" able to claim Schedule D assessment, Mr Carse 
pointed out that it was not the practice to allow a 
director to claim Schedule D in relation to his director- 
ships. Dr Bogie added that even a man in other employ- 
ments might have one main employment in respect of 
which he was not allowed to be assessed under 
Schedule D. 

As regards employers holding that certain expenses 
were unnecessary, Dr Bogie pointed out that some 
employees suffered from physical disabilities entirely 
personal to themselves, which made it necessary to 
incur special expense in order to perform their duties 
to the employer’s satisfaction. This expense ought to 
be allowed even if unnecessary from the employer's 
point of view. In fact, many employers helped their 
employees by bearing. the burden of some of the 
CEET This was especially so in the case of clergy- 
men, where something was paid to the wife direct, but 
such an arrangement was not always possible. 

Mr Bullock, a member of the Commission, thought 
that to grant an allowance for the wife’s services would 
be opening a wide door. Was it not normal for a wife 
to help her husband, if only to spend the money? In 
Shaw’s Candida, all the family helped the clergyman; 
what a claim that would mean! 


Expenses Allowances and Benefits in Kind 


Dealing with the assessment of expenses allowances 
and expenses in kind enjoyed by directors and persons 
earning upwards of £2,000, Dr Bogie reminded the 
Commission that in the Institute’s memorandum the 
suggestion had been made that these provisions should 
be extended to cover all employees, not merely the 
higher-paid ones and directors. ` 
While the Institute agreed that the Inland Revenue 
should take every care that expenses allowances paid 
o directors were in respect of expenses bona fide and 
properly incurred, they did feel strongly that the 
Revenue in the discharge of a difficult and delicate 
duty had requested many directors to submit minute 
details of travelling and entertaining expenses, home 
savings, etc., when such details were in most cases un- 
called for and had meant wasting the time of important 
executives and their advisers. There was a tendency in 
some instances to lose a sense of proportion. Even if 
no modification to the existing legislation were made, 
the Institute felt strongly that the matter should be 
dealt with administratively by the issue of instructions 
to local Inspectors. For example, Form P.87 (the 
official questionnaire re expenses) should only be issued 
in cases where it appeared from an initial survey that 
expenses were relatively heavy and called for ampli- 
fication. The taxing of so-called ‘home savings’ should 
be dropped entirely in the general case, ` 


Home Savings 


` At the invitation of the chairman Dr Bogie dealt with 
the practice of the Inland Revenue to make adjustments 
for notional savings by a person who is absent from 
home on businéss. The Chairman summed it up by 
saying ‘you can’t eat two breakfasts at once’. Mr Young 
added that the Revenue were more concerned with the 
principle of this adjustment than with actual amounts. 

The Chairman asked how could the Revenue help 


THE ACCOUNTANT 


705, 


dealing in detail with expenses if they were going to 
examine them at all. Both Dr Bogie and Mr Young called. 
for a sense of proportion, particularly where the total 
amount was small. Indeed, as regards taxing expenses. 
allowances and benefits in kind, there should be a 
statutory minimum. But there should not be the 
present limit of £2,000 before the 1948 legislation 
applied. If administrative difficulties made a minimum 
necessary, then it should be lower, say, £750. Dr Bogie 
recalled that in their written evidence the Institute had 
suggested that the 1948 legislation, should apply to all 
employments producing more than £300, but should 
exclude cases where the total benefit did not exceed 
£20. 
Profits Tax 


Turning to profits tax, the Chairman referred to the 
final recommendation contained in the Institute’s first 
memorandum which was dated August rọ5r. That 
was to the effect that profits tax was not a good tax and 
that it fell unfairly on the equity owner. The Institute 
recommended that one universal tax, with corporate 
bodies taxed at a flat rate, was much to be preferred. 
When corporate income was shared out, it should be 
reassessed on the shareholders in accordance with their 


„individual incomes. 


Asked to add to this, Mr Carse mentioned two 
points. Preference dividends were treated in the same 
way as ordinary dividends, with the result that prefer- 
ence shares were being replaced by debentures and 
loans. Secondly, if capital profits and .reserves were 
distributed, a liability to distribution charge sprang 
up. This offended against one of the fundamental 
canons of good taxation, namely, that it should be 

‘ certain, both as to time and as to amount, of payment. 

Profits tax should be abandoned in favour of a single 
tax on all businesses, not singling out corporate bodies 
for special treatment. This would save a great deal of 
administrative work. 

The Chairman said the burden of a higher tax would 
be passed on to shareholders, Mr Carrington said that 
the recipient of a preference share dividend would pay 
higher tax than the owner of ground-rents or Govern- 
ment stocks, When Mr Young said that a higher rate 
of tax would not necessarily be deducted from a 
preference dividend, Sir Geoffrey Heyworth, a mem- 
ber of the Commission, said that unless a higher rate 
was deducted from the preference dividend, the equity 
shares would again be bearing the whole burden. 

Mr Carrington summed it up by saying that the 
Institute desired a flat rate without complications 
arising from distributions and non-distributions. 


Schedule A 


The Chairman quoted the following paragraph from 
the Institute’s memorandum, where it dealt with 
Schedule A (paragraph B6 (3)). dp 
‘The valuation of properties for Schedule A is not made 
on a basis consistent throughout the country and there- 
fore the burden of taxation in this respect does not fall 
uniformly on the taxpayer.’ 
He asked what was the system of valuation in Scotland. 
Mr Young explained that the Schedule A assessment 
was based on the Valuation Roll made up by the rating 
authority. In theory, this was based on the amount the 
property was worth to be let by the year, but in practice 
a value was fixed for one type of house and all houses 
of that type were valued accordingly. There were: wide 
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variations between: different. rating authorities inside 
Scotland. 
Deduction at Source 


The Chairman referred to the following recommenda- 

tions in the Institute’s second memorandum (dated 
January 1952): 

‘We suggest that tax havid be deducted from interest 

- paid on all Government securities, unless the person 

-entitled to the interest is not ordinarily resident in the 

' United Kingdom, and from interest on bank deposits. 

We would make an exception for interest on deposits 
with the Post Office or Trustee Savings Banks, which 
should, we think, be paid gross so as to avoid small repay- 
ment claims by persons in the lower income groups. We 
are further of the opinion that interest on bank overdrafts 
should be paid under deduction-of tax.’ 

- Dr Bogie explained that these recommendations 
would reduce tax evasion and make administrative 
savings. 

Mr Carrington suggested that to differentiate in this 
way between ordinary deposit interest and interest 
from Trustee Savings Banks might drive all the money 
into the latter. To this Dr Bogie said there was a limit 
on the amount you could deposit in a Trustee Savings 
Bank. Mr Carrington said there were Trustee Savings 
Banks with separate entities in various parts of the 
country. Would not the limit be avoided by opening 
accounts with various Trustee Savings Banks. Dr 
Bogie said he did not think it was possible to have 
more than one such account. Mr Carrington suggested 
that money would also be driven into building societies. 
Would the witnesses deduct tax from building society 
interest? Mr Young said that in effect building society 
interest was already taxed by deduction. The Institute 
did not seek to alter building society arrangements 
with the Inland Revenue. 

The Chairman said he.supposed that at present un- 
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taxed interest of small amounts was coded in, ie. 
deducted from personal allowances in arriving at 
an employee’s code number. Dr Bogie agreed that 
that was so, but only where the interest had a 
declared. When the Chairman suggested that such a’ 
simple process would be lost if the interest was taxed 
at the source, Dr Bogie replied that it was just as simple 
to code in taxed interest as untaxed interest. 


Bank Overdraft Interest 


Dr Bogie said that to allow deduction of tax from bank 
overdraft interest would reduce rather than increase 
the burden of administration.. Few people who were 
not liable at the standard rate could get a bank over- 
draft, so if they deducted tax it would be covered by 
their taxed income. Mr Young added that it was unjust 
for the payer to have to wait for the tax relief, and to 
make a special claim for it, supported by a banker’s 
certificate. He ought to be allowed to deduct tax, like .. 
other people. 


Bank Deposit Receipts 


Dr Bogie said that the system of bank deposit receipts 
in Scotland had some unusual features. Interest did 
not accrue to the depositor until he presented the 
receipt, although no doubt the bank provided for 
interest in its accounts. At any rate, the bank got away 
with simple interest. It followed that interest might in 
effect be accruing at much more than £15 a year 
without any liability on the part of the bank to report 
it to the Inland Revenue. The Chairman said he had 
had no idea that the reporting system introduced in 
1951 had this defect. Dr Bogie added that the taxpayer 
had a further advantage; he could in effect decide in 
what year the interest should be taxed, and of course 
he would tend to choose a year when his rate of tax 
was lowest. 


BRITISH ACTORS’ EQUITY ASSOCIATION 


Adde ES two representatives of the British 
Actors’ Equity Association, the Chairman said he had 
frequently seen it suggested that it would be a good 
thing to have a system ‘of deducting tax at the source 
from the earnings of actors and. other artists. Mr 
Jenkins said that the majority of the Association were 
opposed to this. In the first place it would be difficult 
for the individual, when he took a new engagement, to 
conceal the amount of his pay in the old engagement, 
and this might be damaging to his professional pro- 
gress. Secondly, British income tax was so complicated 
and delicate that a deduction system would be difficult 
to operate. oe 
Schedule D or Schedule E ? 

Mr Jenkins ‘recalled that the Association’s* memoran- 
dum to: the. Commission was concerned with the 
Association’s attempts, on behalf of its, members, to 
ensure that they were all assessed under Schedule D 
in respect of their professional earnings and not under 
Schedule-E. He said there was a‘kind of guerrilla war- 
fare between the Association’ and the’ Inland Revenue 
on this matter. 

"Ar the moment some go per cent of their members 
were assessed under Schedule D, but it ought to be 
T99 „per cent.. 

- JË a member in repertory took a second engagement 


” 


with the same company so that he was more than one 
year in the same place, the Revenue put him into 
Schedule E. Otherwise, he stayed Schedule D. This 
was arbitrary and artificial. The same thing was now 
happening in the case of opera companies. They had 
taken one case to the Commissioners on appeal and 
had won. Nevertheless, they had to fight each case. 


Actors’ Expenses 


Asked how much did it matter whether Schedule D 
or E applied, Mr Jenkins explained that expenses were 
allowed on entirely different bases, One simple example 
was the mémber’s subscription to the Association. If 
he was Schedule D it was allowed, but not if he was 
Schedule E. 

For Schedule E, expenses Jovina tended to 
become standardized, usually at an inadequate figure, 
while the member, assessed under Schedule D was 
normally allowed to deduct his actual expenditure. 
The Association circulated lists of things that could be 
claimed but it did not suggest amounts because 
obviously those would vary with the individual. 

There was no such thing, in the profession, as an 
expenses allowance paid to an artist, except perhaps in 
the case of some foreign artists. The remuneration was 
expected’ to cover all expenses, even on tour. 
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"We could afford one more clerk," 
argued the chief accountant. 

'What has that to do with Powers-Samas 

punched-card accounting?' "Simply that the 

? annual oost of Powers-One equipment 

‘would be little more than the salary of 

. one ordinary clerk. We can buy the unit or 
rent it." ‘With the attendant. _ 

advantages...’ "Of more efficient running, 

less Geh and considerable 

assistance in solving our staff problem." 
‘Then let's have the Powers-Samas people in. 

The arithmetic so far is very convincing. 


There Is a range of Powers-Samas punched-card 


) equipment for every type of application. 


POWE RS-SAMAS 


_ Powers-Samas Accounting Machines (Sales) Limited, 
` Powers-Samas House, Holborn Bars, London, E.C.1. 


Visit Stand No. 16 at the Production Exhibition. 
National Hall; Olympia *Jjuly7-14 
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After a successful interview 
the conversation often turns 
to other things and your ad- 


vice may be sought on a 





- number of different subjects 
One subject may well be insurance 
If you are not already an insurance 
Agent the best answer is elusive; this is 
where we can help. We have compiled a 
booklet entitled “ Introducing the United 
Kingdom Provident to Accountants”. Tell 
your secretary to write for a free copy to- 
day; you will find it most interesting and 


helpful—and, may be profitable. 


UNITED KINGDOM 
PROVIDENT 


Competitive terms for all iia of life assurance, 
and for fire and accident insurance aa ae our 
subsidiary company. 
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. . Bankrupt Actors and Income Tax 
Lord Radcliffe said the public got the impression that 
Beis tended to get into arrear with their income tax 
tid that when the crash came the Inland Revenue 
were the chief sufferers. Mr Jenkins said it did happen 
but not more than in other professions. Actors who 


went bankrupt were more newsworthy than other 
bankrupts. 
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Mr Dunbar expressed agreement with the suggestion 
in the first Millard Tucker report that a business or 
professional person should be able to spredd back his 
earnings for surtax purposes. He said it was a common 
thing for an actor who had been earning around £2,000 
a year on the stage to obtain a film engagement bringing 
ten times that amount, nearly all of which was promptly 
swallowed up in tax. 


BALLAST, SAND AND ALLIED TRADES ASSOCIATION 


Representatives of the Ballast, Sand and Allied Trades 
Association gave oral evidence supplementary to the 
miemorandum submitted by the Association in 
November 1951. The object of the Association is to 
obtain an allowance in respect of the loss of value of 
Bie from which sand or gravel is taken, in arriving at 
e profit from that sand and gravel. 
The Chairman asked whether the lack of an allow- 
ance at present affected the amount which an extractor 
` was prepared to pay for the land. Mr Edwardson said 
that tax was not the deciding factor, although it was 
one factor. He agreed that it might tend to increase the 


amount paid. Mr Kaldor observed that in that case 
one of the ultimate beneficiaries of the allowance would 
be the original owner of the land. 

Mr Mills said that this did not necessarily follow. 
At present, when one pit was finished the operator 
tended to go out of business. If he had had an allowance 
for the fall in the value of the land he might be. able 


«to build up reserves to allow him to acquire another 
Dit. Mr Bullock said that if no allowance was given, the 


price of sand and ballast would be higher, houses” 
would cost more, and rents would be higher. 


LAW SOCIETY 


Provision for Retirement 


Lord Radcliffe told the witnesses for the Law Society 
that the Commission wished to question them about 


the third memorandum submitted by the Law Society ` 
(Proposals to alleviate the problem of providing capital ` 


for professional firms so as to ensure the continuance 
of an independent legal profession). The proposal, 
briefly, involves the setting aside by solicitors of a tax- 
free sum up to, say, 15 per cent of their annual profits, 
such sums to be taxed only as and when drawn out by 


“a retiring partner, and then only to income tax, not 


surtax. 

The Chairman said it emerged from the proposal 
that it was seeking special treatment for a particular 
kind of profit. Were there special circumstances affect- 
ing solicitors? Sir Edwin Herbert said he conceded that 

. other professions might have some case too. The 
Chairman said the memorandum drew a picture of a 
serious position. Had the witnesses studied the second 
Millard- Tucker report and how far did it bear on the 
problem? 


Problems of the Practising Solicitor 


Sir Edwin said it was not possible to deal completely 
with the problem without dealing with three separate 
things. These were (1) the problem of providing for 
retirement; (2) the problem of providing for the con- 
tinuance of the firm with adequate capital; and (3) the 
question of dealing with goodwill where it was sold. 

s far as goodwill: was concerned, the Society had 

cided not to trouble the Commission. It was really 
a matter between the partners. The other two problems 
should both be dealt with. 

One reason for needing large’amounts of capital was 
the practice of financing clients in such matters as 
stamp duty. If the solicitor could save capital and with- 

- draw it when he retired, that was in itself a retirement 
` provision, But more capital was required to carry on a 


practice than to retire. He stressed that the scheme 
propounded in the memorandum only sought the post- 
ponement of income tax liability. It did not seek 


„exemption, except from a trifling amount of surtax. 


The question was simply how to retain capital in the 
firm to enable it to function. 

Mr Kaldor asked was it not possible to raise money 
by means of an overdraft from the bank. To this Sir 
Edwin replied that although his own firm had banked 
at the same bank for the last seventy-five years, he 
would not dare ask for an overdraft. There was not a 
single tangible asset in a solicitor’s practice on which 
an overdraft could be obtained. Mere name and repu- 
tation was no use except for a trifling sum. Success in 
the law did not create anything which one could 
borrow on. 


From Employment to Partnership 


Sir Edwin explained that the salaried solicitor in a 
private firm could well be a member of an approved 
superannuation fund. It was an awful moment for a 
young man when he was asked to throw in his lot with 
the firm and become a partner. Sir Edwin found it 
difficult to advise such a person; he might well be 
better off to continue as an employee. Otherwise he 
would have to contribute to the capital of the firm 
without being able to save much of his share of the 
profit. 

Mr Ritchie told Mr Carrington that there were now 
very few firms which were assessed on a cash basis. He 
did not think that Inspectors allowed anyone to transfer 
to that basis. In any case, the cash basis did not really 
solve the problem. 

At the final public session of the present series last 
Wednesday morning, the Commission heard evidence 
‘from the National Union of Teachers represented by 
Mr C. S. Darvill, Mr E. S. Owen, M.A., LL.B., Mr W. 
Griffith, M.A., Mr K. Wormald, ong, B.A. (solicitor 
to the Union), and Mr E. A. Seeley, PH.D., A.R.I.C.; 


708 


and from the Institute of Directors, represented by 
The Rt. Hon. William Mabane, P.C., K.B.E:, Sir Sam 
Brown, Sir Charles Colston, C.B.E., M. CG D.C. M., Mr 
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J. Gibson Jarvie, Mr Godfrey H. Owtram, Mr H. S. 
Rose, A.c.A:, and Sir Richard Powell, BT., M.C.. 
(Director-General of the Institute). 


Ni 


THE NATIONAL UNION OF TEACHERS 


The burden of the National Union of Teachers’ 
submission was that Rule 7 of Schedule IX to the 
Income Tax Act, 1952, weighs unfairly against 
teachers, who incur expenses which are not con- 
sidered to be within the terms of the Rule, although 
in fact highly desirable for the better discharge 
of the teacher’s duty. In particular, expenditure 
takes place in attending courses and in buying spectal 
clothing and books. 

Questioned by Lord Radcliffe on the attitude of 
Inspectors, Mr K. Wormald, ong, B.A., the solicitor 
to the National Union of Teachers, said that there was 
no wide discrepancy in the treatment of individual 
cases. The subject of tax allowances for teachers had 
been discussed by the headquarters of the Union with 
the Commissioners of Inland Revenue, but, while some 
individual cases had been dealt with, there had been 
no negotiations on a general basis and the Commis- 


sioners, though helpful in their attitude, had taken the 


THE INSTITUTE 


As was said by Mr Mabane, in reply to a question by 
Lord Radcliffe, the complaints of the Institute of 
Directors stemmed from the Finance Act, 1948. Before 
that, directors were much more leniently treated in the 
matter of expenses, the practice of Inspectors being to 
consider the question purely from the point of view 
of whether expenses were or were not wholly exclu- 
sively incurred on behalf of the company. Normally 
no question of liability of directors for additional 
benefits arose because any such benefits would 
in any event have been disallowed in the company’s 
accounts. The Act of 1948 had radically altered 
the situation by requiring directors to prove that 
expenses were properly incurred. 

Asked by Lord Radcliffe whether it was the fact that 
Section 164 of the Income Tax Act, 1952, which pro- 
vides for what are commonly known as ‘dispensations’, 
was used fairly liberally at first, Mr Rose said that it 
was, but that the dispensations were being steadily 
withdrawn, sometimes ab initio, and sometimes even 
retrospectively, directors having on occasion been 
required to account for sums for which they had been 
given dispensation. Conditions were generally attached 
to dispensations and, in any case, they were not 
granted without inquiries as to the controls placed 
upon directors by their companies. , 


Subsistence and Entertainment 


The Commission were told that the chief points of 
difficulty are the questions of subsistence and entertain- 
ment, especially abroad. Mr Owtram said that in a 
year "during which he had spent 152 nights away 
from home the Inspector deducted tos per night as 
‘home saving’, this being an arbitrary figure which the 
Inspector apparently thought reasonable. The Inspec- 
tor had remained adamant and pointed out to him that 
appeal lay to the Special Commissioners, but Mr 
Owtram said that busy directors like himself did not 
have time: to carry. such matters to appeal and would 


line that they were so bound by Rule 7 that little 
could be done to alleviate the teachers’ position. 


Allowances for Kit and Books 

The Commission was told that many teachers attend 
courses, as this is essential if they are to keep up to date, 
but that few receive grants to cover their expenses. In 
the case of full-time physical training instructors, the 
Commissioners of Inland Revenue had indicated that 
small allowances would be made, but the majority, 
who worked part-time only, could not obtain an allow- 
ance for kit which they used, because they might use 
it for purposes outside their ‘work. On the point that. 
allowance should be made for books and the member- ` 
ship of learned societies, Mr Kaldor asked whether 
they were not aware that university lecturers received -~ 
allowances, but the Union’s representatives did not 
seem to think that allowances were in practice made in 
the case of other teachers. 


OF DIRECTORS 


not feel justified in using their companies’ time to do 
so. Mr Rose said that although at first Inspectors called ` 
such adjustments ‘home saving’, their attitude now was 
to rely on Nolder v. Walters (o A.T.C. 251; 15 T.C. 
380), and the disallowance of an arbitrary sum appeared 
to be an attempt to get at the extra cost of being away 
from home. 

As regards entertainment Mr Rose said that it had 
to be shown that it was necessary for the transaction of 
certain business before the Inspectors would allow it, 
and the cost of indiscriminate hospitality was not 
allowed. Sir Richard Powell quoted from a letter re 
the effect that expenditure on entertainment for the 
maintenance of contacts was not permissible. 

Mr Carrington asked if it was not the fact that the 
United States Revenue authorities required fairly 
detailed itemization of expenses claims, and the general 
impression of those present, in the absence of any very 
precise information, was that this was so, but that the 
actual amounts claimed were not queried. Mr Owtram 
said that in the United States membership of clubs was 
recognized as an essential expense of professional and 
business men. 

Whereas the Institute’s main submission was that 
the law should be altered by the addition of a proviso 
to Rule 7 of Schedule IX to the Income Tax Act, 1952, 
so as to allow deduction from emoluments of expendi- 
ture laid out wholly and exclusively for the purposes 
of a trade, profession or vocation, the Institute’s repre- 
sentatives indicated that, while, not actively criticizing 
the administration of the Income Tax Acts, a more 
friendly attitude on the part of the Inland Reven 
authorities was desirable. Mr Mabane thought t 
executives should not be required to prove their 
expenses strictly: the prospect of being faced with an 
excessively detailed questionnaire was likely to deter 
executives from taking ‘action which might be to the 
advantage, not only of their companies, but also of the 
country. It was the antithesis, of ERR commercial rela- 
tions. , : 
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LONDON AND DISTRICT SOCIETY 
OF CHARTERED. ACCOUNTANTS 


EXTRACTS FROM CHAIRMAN’S ADDRESS 


The twelfth annual general meeting of the Society was 
held in the Oak Hall of the Institute on Thursday, 
May’ 27th, 1954, with Mr W. G. Densem, F.C.A., 
Chairman, presiding. 

The report of the committee for the year to March 
31st, 1954, was taken as read: The following extracts 
are reproduced from the Chairman’s address: 


Date of Meeting 


Zou will notice that this year we are holding our annual 
eral meeting at the end of May whereas last year it was 
held at the end of June. The earlier date this year is in 
accordance with the intention expressed in the report for 
the year ended March 31st, 1953, and is designed to avoid 
the beginning of the holiday season and, more particularly, 
to enable a meeting of your committee to be held in June 
to consider the proposed activities for the coming year. 
Last year the first meeting of the new committee was held 
at the beginning of July and although, thanks largely to the 
exertions of the honorary secretary, it was found possible 
to issue the programme of evening meetings before the first 
e was held, it is hoped to give a greater margin of time in 
ture. 


Membership 


During the year there was again a small increase, of 78, in 
the membership of the society bringing the total membership 
at March 31st, 1954, to 2,520. Whilst appreciating that the 
area of the society is somewhat wide, and that many poten- 
tial members live and have their offices some distance from 
the centre of London where meetings are held, it is disap- 
pointing that there are so many members of our Institute, 
elizible for membership of the society, who do not join it. 
~ Membership of a district society is the first step towards 
taking a real interest in the work of the Institute. It may 
well be that the fact that no subscription is required from 
members leads some to suppose that as members of the 
Institute they are automatically members of this society. 
That is not so. All that is required, however, is a written 
request to the secretary asking to be enrolled as a member of 
the society. 


Evening Meetings 


As is customary, a series of evening meetings was 
arranged, all being held in the Oak Hall of the Institute. 


These meetings were again very well attended and the: 


members present and the programme committee. appreciated 
very much the time and trouble taken by the various 
speakers in the preparation of their interesting and in- 
structive papers. 

The programme committee had originally arranged for 
four addresses of general interest but as Mr Francis 
Whitmore, City Editor of the Daily Telegraph found it 
impossible to give us his paper on ‘How to interpret the 
City page’ until February 1oth, we were very fortunate 
in being able to arrange an extra one and heard a very 

saformative talk by Mr L. C. Graham-Dixon, Q.C., on 
Ze valuation of minority holdings in private companies 
or 
subject as judgment had only just been given in the Holt 
case and Mr Graham-Dixon was able to tell us something 
of the arguments that had been advanced by Counsel and 
expert witnesses on both sides. 

Mr C.H. Scott i in his paper on ‘Publici issues: preliminary 


S `" Reproduced i in The Accountant, January 6th, 1954. ` 


the purposes of estate duty’.1 This was a very topical ` 


considerations for private companies” reminded us of some 
points that might easily be overlooked when clients were 
contemplating the formation of a public company. Mr H. F. 
Lock, whose subject was ‘Staff selection’? dealt with matters 
affecting both the accountant in practice and those in 
industry. In ‘Standard costs: some installation problems’ 
Mr Cawdron drew upon his own experience and his 
remarks were of considerable interest to all accountants. 

Retirement benefits are of general interest these days 
although unfortunately not personally to the practising 
accountant. Your programme committee accordingly 
arranged a series of three talks on this subject which were 
very well attended and proved of value to members. We 
felt that Mr Layborn was somewhat unfortunate in that the 
Millard ‘Tucker report was published on the very morning 
of the day he was to give us his address. However, any fears 
were unfounded as his talk on ‘Alternative methods of 
provision’4 was not only very informative but extremely 
useful, as there has, as yet, been no change in the law. 
Mr F. Bower dealt with the taxation aspect of provisions 
and benefits,5 and the series was concluded by Mr R. W. 
Foad who posed a number of problems on presentation®, a 
matter which your programme committee felt has been 
somewhat neglected by the profession. 

Once again, may I express on behalf of the committee 
and the members our thanks to all these gentlemen? 


Luncheons 


Only two luncheons were held during the season, both of 
which were followed by short addresses. At the first of these 
luncheons we were privileged to hear a very entertaining 
yet pertinent talk by the Rt. Hon. Oliver Lyttleton on 
‘Accountancy and company finance’.? We perhaps owe him 
a slight apology that on the date convenient to him we were 
unable to secure a room large enough to accommodate all 
those who would have liked to have attended the luncheon 
(in fact my one complaint against the honorary secretary is 
that he was unable to secure tickets for a number of my 
partners). At the second luncheon which was also very well 
attended, we were deeply indebted to Sir Frank Tribe, 
who at very short notice came and gave us a very instructive 
talk on ‘Parliamentary control of public expenditure’,® a 
subject in which we, as accountants, may perhaps take too 
little interest. 

The dinner and dance held at The Park Lane Hatel in 
February 1953 was so successful that your committee 
decided to hold another in March 1954 at which there were 
present even more members and their guests than in the 
preceding year. We were privileged to have with us the 
President of the Institute, Mr James Blakey. I believe all. 
the members and their guests thoroughly enjoyed their 
evening and it may well be that this will become an annual 
function. 
Groups Outside London 


It may well be that members in the outlying parts of the 
society’s area find it difficult, if not impossible, to attend 
the evening meetings and such functions as'the luncheons 
and dinner and dance which are held in London. 


j Reproduced i in The Accountant, December 12th, 1953. 

® Reproduced in The Accountant, December sth, 1953 

4 Reproduced in The Accountant, February 27th, 1954. 

® Reproduced in The Accountant, March 13th, 1954. 

6 See The Accountant, May 1 sth, 1954. vets 
? Reproduced in The "Accountant, November 28th, Agen? ` 
8 Reproduced in The Accountant, January 23rd, 1954. sve > 
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There are, however, two groups outside London but 
within the society’s area, one at Reading and one at 
Southend-on-Sea, which are very active and provide 
opportunities for the members in those areas to meet 
together and discuss professional subjects. 

Possibly there are other areas in which members would 
benefit by the formation of similar groups. Your committee 
would, of course, be only too willing to advise any members 
who wished to form a group, but I would emphasize that 
success would depend upon the continued interest of the 
local members and their own enthusiasm. I would like to 
thank the chairmen and secretaries of the Reading and 
Southend groups for their valuable contribution in main- 
taining these vital factors. 


Discussion Groups 
The four discussion groups in London which were formed 
in the autumn of 1952 have all in their second year con- 
tinued to prosper. As always, these groups welcome new 
members and I commend them to the notice of anyone who 
feels he would like to have the opportunity of meeting, in 
friendly and informal surroundings, other members of our 
Institute. 
District Societies 

As your chairman {Í received invitations to the annual 
dinners of the other district societies which I was very glad 
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to be able to accept. Not only were these occasions enjoyable 
but also very stimulating. I found noticeable the very real 
interest taken by the members of these societies not only, 
in the work of their own society but in the work of al 
Institute and the problems of the profession. 

In May, the committee, together with the London 
members of the Council, entertained the President of the 


-Institute. This afforded a welcome opportunity to return 


hospitality to the presidents of the other district societies. 


Mr Densem concluded his remarks with an expres- 
sion of thanks to members of the committee for their 
support during his year of office and particularly to the 
vice-chairman, Mr J. H. Mann, M.B.E., M.A., F.c.A. He 
also thanked the honorary secretary, Mr J. W. G. 
Cocke, T.D., M.A., A.C.A., and the deputy secretary, 
Mr J. O. Milledge, A.C.A. 


Election of Officers 
At a meeting of the committee, held last Tuesday, Mr 
Mann was elected chairman of the Society for the 
ensuing year. Mr R. P. Matthews, B.coM., F.C.A., Was 
elected vice-chairman. 
The membership of the committee for 1954-55, 
remains unchanged. 


‘NOTES AND NOTICES 


The Institute of Chartered Accountants 
in England and Wales 


The following is a list of Associates elected to Fellow- 
ship and applicants admitted to membership at the 
Council meeting held on June 2nd, 1954, who com- 
pleted their Fellowship or Membership before June 
rsth, 1954. 

Assoctates elected Fellows 

Allday, Philip Frederick; 1945, A.C.A.; (*Barton, Mayhew 
& Co), Alderman’s House, Bishopsgate, London, EC2, 

Ballam, Harry John; 1936, A.C.A.; (Ballam, Denton & Co), 
s Museum Street, Ipswich, and at Felixstowe. 

Clark, Laurence Henry; 1946, A.C.A.; (Harmood Banner, 
Lewis & Mounsey), Dashwood House, 69 Old Broad 
Street, London, EC2, and at Chester and Liverpool. 

Corrin, John Bowes; 1945, A.C.A.; (**Baker & Co), Castilian 
Chambers, Castilian Street, Northampton, and at 
Leicester and Rushden; also at London, (Barrowcliff, 
Russell, Baker & Co). 

Hamer, William; 1914, A.C.A.; (Hamer & Co), 42A, 
Shenley Road, Boreham Wood, Hertfordshire. 

Harris, Henry Poynter; 1946, A. G A. (Baker & Harris), 
9 Southampton Place, London, WCi. 

Haworth, John; 1948, A.C.A.; ; (*Rodger Smith & Co), ro 
Richmond Terrace, Blackburn, and at Darwen. 

Helman, Henry; 1940, A. CA. (Helman, Trent & Co), 415 
Green Lanes, Harringay, London, NA, 

Jones, Alan Curtis; 1937, A.C.A; (Mason & Son), 16 
Buckingham Palace Gardens, Victoria, London, SW:. 
Martin, Robert Holmes; 1936, A.C.A.; (Peat, Marwick, 
Mitchell & Co), Dowlais Chambers, West Bute Street, 

Cardiff, and at Swansea. 

Milligan, Keith Jardine, M.A; 1947, A.C.A.; (Howard 
Smith, Thompson & Co), Bank Chambers, 11 Waterloo 
Street, Birmingham, 2, and at London. 

Payne, Joseph; 1925, A.C.A.; (*J. &. J. M. Payne), Middle 
Row Chambers, 324-325 High Holborn, London, WC, 
and at Watford. 

Place, Brian; 1947, A.C.A.; (*Richard Place & Co), 27 
Cantelupe Road, East Grinstead, Sussex, and at Crawley. 

Place, Geoffrey; 1947, A.C.A.; (*Richard Place & Co), 27 
Cantelupe Road, East Grinstead, Sussex, and at Crawley. 

Plews, Philip Henry; 1949, A.C. As (*Allan, Charlesworth 
& Co), 17 St Helen’s Place, Bishopsgate, London, EC3, 
and ‘at Cambridge, Liverpool and Rangoon. 


Rudkin, John Barry; 1948, A.C.A.; (W. H. Jones & Co), 
Crane Building, Hanover Street, Liverpool, 1. 

Sears, Norman; 1935, A.C.A.; (*Sprague, Nicholson, 
Morgan & Co), Lion House, Red Lion Street, Richmond, 
Surrey and at London; also at High Wycombe, (*J. B. 
Nicholson), 

Shepherd, George Petrie; 1938, A.C.A.; (J. H. Champness, 
Corderoy, Beesly & Co), ro St Swithin’s Lane, London, 
EC4, and g Cavendish Square, London, Wr. 

Shock, John Warrington, MA. 1949, A.C.A.; (E. A. Shock 
& Co), 67-68 Jermyn Street, London, SW1. 

Sklar, Vivian; 1948, A.C.A.; (Sklar, Palmer & Co) and 
(Goodridge, Sklar & Co), 40 Mortimer Street, London, 
a and 11 Mount Pleasant Road, Willesden, London, _ 

10. 

Tyler, Arthur Robert; 1930, A.C.A.; (Richard Place & Co), 
27 Cantelupe Road, East Grinstead, Sussex, and at 
Crawley. 

Walkden, John Wilson; 1934, A.C.A; (*Baker & Co), 
Castilian Chambers, Castilian Street, Northampton, and 
at Leicester and Rushden; also at London (Barrowcliff, 
Russell, Baker & Co). l 

Walton, Arthur Halsall; 1940, A CA: (Lysons, Haworth & 
Sankey), Midland Bank Building, Spring Gardens, 
Manchester, 2. 

Warren, Ronald William; 1935, A.C.A. (J. H. Champness, 
Corderoy, Beesly & Co), 10 St Swithin’s Lane, London, 
EC4, and 9 Cavendish Square, London, Wr. 


(Not n England or Wales) 


Chatteris, James Pascall; 1934, A.C.A.; (H. C. Paice, 
Chatteris & Co), P.O. Box 160, Ndola, Northern Rhodesia. 


Admitted as Associate 
(Not in Practice) 
(Not in England or Wales) 
Ghandi, Dhunjishaw Khushbro, B.A., B.COM.; c/o Atlantis 
(East) Ltd, 41 Chowringhee Road, Calcutta. 


Former Member readmitted to Membership 
Shackleton, Willie Osborne, Director and Secretary, 


Reliance Hosiery (Halifax) Ltd, Hare Street Mills, 
Halifax. 
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MEMBERS’ ADDRESSES WANTED 
The Secretary of the Institute would be glad to 
apo the present addresses of the following members 
X the Institute. The town at which the member was 
ast known is shown after each name. 
Eric Hallam Hogg, F.c.a., Nottingham. 


Ernest Lewis, F.c-A., Bulawayo. 
Neville re Wilkinson, A.C.A., London. 


Personal 


Mr F. R. M. DE PAULA, C.B.E., F.C.A., announces 
his change of address from Sandhills Corner, 
Wormley, near Godalming, Surrey, to 55 Park 
E London, SW1. Telephone: Knightsbridge 
4905 

Messrs LANE Heywoop & Co, formerly’of Botolph 

hambers, 119 Bishopsgate, London, EC2, announce 

t-their offices have now been removed.to 40 Port- 
‘and Place, London, W1. Telephone: Langham 8136. 

.. Mr Roy GARNER, A.C.A., announces that he is now 
pcan as GARNER & Co, at Hampton-on-Thames. 
Telephone: Molesey 3941. 

Messrs H. C, Ricwarpson & Son, Chartered 
Accountants, of 3 Broad Street Buildings, London, 
EC2, announce with regret the death on June 6th, 
1954, of their senior partner, Mr EDWARD PERCIVAL 
RICHARDSON. 

Messrs N. N. Papp, & Co, Chartered Account- 
ants, announce that they have "removed their offices 
to Kingsgate House, 115 High Holborn, WC: 
Telephone: Chancery ‘8724. ° 


. Accountants’ Certificates 


THE SOLICITORS Act, 1941, AND ACCOUNTANT’S 
CERTIFICATE (AMENDMENT) RULES, 1954. 


The Secretary of The Institute of Chartered Account- 


ańts in Ireland desires to draw the attention of 
members of that Institute to the fact that under the 
Accountant’s Certificate (Amendment) Rules, 1954, 
made by the Council of the Law Society —-amending 
the Accountant’s Certificate Rules, 1946 — members 
of the Irish Institute are qualified to give certificates 
for solicitors practising in England and Wales. 


The Institute of Cost and Works Accountants 
The fifth annual residential summer school of The 


Institute- of Cost and Works Accountants will be" 


held’ at St Catharine’s College, Cambridge, from 
September 2oth to asth, 1954. 

The programme. will include papers on: “The problems 
of compiling selling and distribution costs’, by Mr W. L 
Spalding, B.SC.(ECON.), C.A., F.C.W.A. ‘The use of selling 
and distribution costs, their presentation and the testing of 
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their effectiveness’, by Mr J. D. Gould, F.c.w.a., BT. 

A.M.I.1.A.; and ‘Marginal costing and price-fixing’ : by Mr 
F, Spink, F.C.w.a. A talk will also be given by Mr"F:C. 
EE Vice-chairman, British Institute of Manageriient. 


‘ South Eastern Society ‘of Chartered - 
Accountants 


The officers of the South Eastern Society of Chartered 
Accountants for 1954-55 SE been elected as 
follows: ` 


President Mr A. W. Miles, F.C.A. 

Vice-President; Mr E. O. Frank, F.c.a. 

Treasurer: Mr J. H. Mitchener, F.c.a. 

Secretary: Mr A. G. J. Horton-Stephens, F.C.A. 7 
Pavilion Parade, Brighton. ` 

Asst. Secretary: Mr D. H. Tonkinson, A.C.A. 


` The following programme for 1954-55 has so far 
been arranged: 


1954 
Serine 23rd: General meeting at Cowes, Isle of Wight. 
September 27th to October Ist: Students’ residential course 
to be held at Brighton. 
November roth: Annual dinner at Brighton. 
"1955 > , 
February 24th: General meeting at 'T'unbridge Wells, Kent. 


April rst: Ladies’ Night at Bournemouth. 


- The South Wales and Monmouthshire 
Chartered Accountant Students’ Society 


‘The annual meeting of The South Wales and Mon- 
mouthshire Chartered Accountant Students’ Society 
was held at The Park Hotel, Cardiff, on May 14th. 

The report of the committee for the year ended 
March 31st, 1954, presented at the meeting, shows 
membership to number 172 compared with 167 in 
1953. During the year two series of lectures were 
held, the first prior to the November 1953 exam- 
inations and the second prior to the examinations of 
May 1954. Other activities of the Society included a 
visit to the works of R. A. Lister & Co Ltd, at 
Dursley, Gloucestershire; the annual dinner and 
dance at The Royal Hotel, Cardiff, and a variety of 
sporting activities which included rugby, cricket and 
hockéy matches, and a golf meeting at the Cardiff 
Golf Club. 

The work of modernizing the Society’ s library 
continued during the year. Many obsolete volumes 
were removed and a number of new books were 
purchased as replacements. 

The officers for 1954-55 have been. elected as 
follows: 


- President: Mr €. H. March, opp, T.D., D.L., F.C.A. 
Vice-Presidents: The Vice-Presidents were all re-elected 


T JOHN FOORD & COMPANY 


56 VICTORIA STREET, LONDON, SWI 


VALUERS AND ASSESSORS 


OF WORKS, FACTORIES, PLANT & MACHINERY, Etc. 


Telephone: Victoria 2002 (3 lines) 
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together with Messrs L. V. West, F.c.s., and D. Chater, 
F.C.A. 

Hon. Secretary: Mr N. C. Griffin, c/o Longdon-Griffiths, 
Griffin & Co, Cardiff. 

Hon. Asst. Secretary: Mr J. R. Simons, c/o Deloitte, 
Plender, Griffiths & Co, Cardiff. 

Hon. Treasurer: Mr R. C. Musson, c/o Jones, Robathan, 
Thompson & Co, Cardiff. 

_ Hon. Librarian: Mr W.R. Ward, A.c.a., c/o R. H. March, 
Son & Co, Cardiff. 

Committee: Messrs J. H. Daniel, C. P. David, D. T. G. 
Evans, C. J. Harrison, D. E. Hunt, B.A., A. Merrett, J. R. 
Phillips, A.C.A., W. A. Thomas, and G. T. Whiteway, B.A. 

Hon. Auditors: Messrs G. R. Camfield, A.c.a., and R. S. 
Aspinwall. 


informal Conference 
An informal conference of accountants and others 
from certain nationalized industries was held in 
Bournemouth last Tuesday and Wednesday. The 
conference was opened by Mr A. R. McBain, C.B. 


opp. Chairman, Southern Gas Board, and the. 


introductory talk was by Dr J. MG Risk, B.COM., 
PH.D., C.A., F.C.W.A., A.C.1S., M.LLA. Among the 
speakers were Mr A. Kenyon, B.COM., F.C.W.A., 
aAc.LS., Mr B. Murray, A.C.W.A., A.C.I.S., and Mr 
H. K. Wilkes, A.C.A., F.C.W.A. 


Study Box on ‘The City’ 


The British Council has produced a study box, 
consisting of books, specimen documents, wall 
charts, a film strip, gramophone recording and other 
material, on ‘The City of London’. It is intended 
that it should be used in connection with staff 
training, especially among those financial and com- 
mercial concerns abroad whose work brings them 
into contact with Britain. Mr Oscar Hobson, City 
Editor of the News Chronicle, has written an interest- 
ing introductory survey for the study box, dealing 
with various aspects of the City’s work, including 
banking, the Stock Exchange, commodity markets, 
and shipping and insurance. . 


Accountants’ Crossword: Solution 


The solution to the crossword problem compiled by 
Mr KENNETH TRICKETT, A.S.A.A., published: in last 
week’s issue, is as follows: ` 


Across: 1. Subpoenaed; 8. Expend; 9. Consider; 10. 
Watered; 11. Range; 12. Capitalise; 15. Tote; 16. Indices; 
18. High; 19. Supplement; 22. Stamp; 23. Garnish; 25. 
Division; 26. Ultimo; 27. Negligence. 

Down: 1. Securities; 2. Banknote; 3. Ogive; 4. Need; 
5. Department; 6. Appeal; 7. Unless; 12. Conversion; 
13. Price; 14. Eightpence; 17. Citation; 20. Usable; 2r. 
Pencil; 22. Suing; 24. Will. a 
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Annotated Tax Cases 


Part 2 of Volume XXXIII of the Annotated Tax Cases, 
edited by Roy Borneman, Q.c., is published today ager 
contains reports, with notes on the judgments, of the 
following cases: Edwards v. Bairstow and Harrison 
(Ch.D.); Camille and Henry Dreyfus Foundation Inc 
v. CLLR. (Ch.D.); Hamerton v. Overy (Ch.D.); Beak 
v. Crabtree (Ch.D.). 

The annual subscription to the Annotated Tax 
Cases is 30s post free, the publishers being Gee & Co 
(Publishers) Ltd, 27-28 Basinghall Street, London, 
ECa2. 


Overseas Economic Survey . 
A survey of economic and commercial conditions in 


Costa Rica, January 1954, has been published ‘by 
Her Majesty’s Stationery Office, price 1s 6d (post 
free 1s 74d). This is the latest volume in the series of 
overseas economic surveys issued by the Com- 
mercial Relations and Exports Department of thea 
Board of Trade. 


-SEVENTY-FIVE YEARS AGO 
From The Accountant or JUNE zer, 1879 


Leading article entitled 
` Tue MANCHESTER: INSTITUTE OF ACCOUNTANTS 


An instructive and useful document has just been 
issued by the Manchester Institute of Accountants, in 
the shape of a report on the last Bankruptcy Bill, > 
drawn up by the Council and adopted at a special 
general meeting of members held on the 13th inst. 
This report (which we print elsewhere) will be found 
to contain a good many points which, in the course of. 
several articles on the subject of the Bill, we haye- 
characterised as objectionable in tendency, and‘as 
being of a retrograde character. Notably, the Council 
consider that the provision against the use of proxies 
would not operate fairly in its present form; and that 
the period of one year to be fixed for closing estates is 
too short, their opinion being that the limit should not” 
be less than two years, as provided by a prior Bill. 
The verdict passed by the Institute upon the last 
Government Bill, “as a whole,” certainly seems to us a 
fair and just one, and likely to receive the concurrence 
of accountants generally. They are of opinion “that 
the procedure provided would be of a retrograde 
character in the direction of increased officialism, and 
lessening the direct control of creditors, and that it 
would cause increased expense in the numerous 
applications to the Court which would become 
necessary.” i 
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FINANCE BILL DEBATE 


N the SE stage of the current Finance Bill, the clauses 
(ES with income tax were begun on June 15th, immediately 

after the Whitsuntide recess. There was an interesting debate 
on clause 13, which imposes income tax for 1954-55, but no one 
sought to amend it by reducing the rate from gs. 

When clause 14; which provides for further repayment of post- 
war credits as from August gth, was being discussed, MR 
HoucGHTon moved an amendment to put back payment to 
December 31st. He said that payment as from August would 
involve an expenditure of between £80,000 and {100,000 in over- 
time to Inland Revenue staffs, with the consequent inconvenience 
for those staffs of working overtime in summer. Moreover, he said, 
there were 3,000 officers in the Inland Revenue, most of them 


‘doing this work, who were now taking a special taxation study 


course lasting a year, at their own. expense and in their own time. 
The intervention of overtime so soon before the examination 
next November would greatly hamper their efforts. 
MrR Boyp-CarpPenter, for the Government, denied Mr 
Houcuton’s allegation that there had been no consultation with 
staff side representatives. He said it was the intention of the Inland 
Revenue to try to arrange the overtime working so that it was 
done, as far as possible, by those.who wanted to do it, i.e, those 
who would be glad of the overtime pay. Mr Hovcnton then 


‘withdrew his amendment. 


On June 16th the House of Commons in Pë began to 
tackle clause 15 which introduces investment allowances. The 
clause occupied the Committee from 3.30 p.m. to 6 a.m. on the 
following morning., 

Nearly two hours were taken up with consideration of an 
anomaly in the clause which we pointed out in a leading article in 
our issue of April 17th. We postulated a farmer paying income tax 
and surtax of 19s in the £ who contemplated buying a new tractor, 
say, for £1,000, and we set out a computation. showing how, if he 
sold the tractor for its written-down value in the following year, 
he would make a profit of £176. We added that, for any taxpayer 
whose combined rate exceeded 16s 6d, the transaction of purchase 
and sale would put money in his pocket, so that it would pay him 
to buy: a tractor merely to scare the birds. 

The above example was quoted by Mr Roy JENKINs who moved 
an amendment to prohibit the granting of investment allowance 
for surtax purposes. His criticism of the lacuna in the clause 
was strongly supported, although support for the amendment 
was not so strong. Mr JENKINS himself admitted that it was a 
rough and ready method of dealing with the anomaly. ` 
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Replying for the Government, Mr Bovb- 


CARPENTER said he, too, of course had read The 
Accountant on the matter: However; be thought 
that the provisions of the Second Schedule were 
adequate to. check any really-likely form. of abuse. 
Nevertheless, the CHANCELLOR OF THE EXCHEQUER 
would like to examine the examples given in order 
to see whether the present ' protection against 
abuse was adequate. 

Mr GAITSKELL said it was perhaps not’so much 
a matter of abuses but of what the clause as it 
stood allowed people to do quite legally. The 
_FINANCIAL SECRETARY TO THE ‘TREASURY had not 
questioned the accuracy of the facts as set:out in 
The Accountant. There could be no doubt that 
in the circumstances postulated, it was possible 
for a person to purchase an item of equipment 
for {1,000 and: make a clear profit of £176. Per- 
haps the word ‘profit’. was misleading, because 
what the taxpayer was in fact doing was increasing 
his own net income after income tax. This could 
be done merely by purchasing and holding the 
equipment for a time. 

Mr BOYD-CARPENTER said that the ability to 
‘make a profit out of the allowance was: not con- 
fined to the surtax field. He put forward his own 
example of a company paying income and profits 
tax totalling. os mp. the £, which bought plant for 
£1,000 and shortly afterwards sold it for {goo. 
With investment allowance of £200 and balancing 
allowance of £100, there would be saving of tax 
on £300, that is, £150 cash. + | z 

One comment on this example is perhaps not 
out of place. The sale by the company would 
have to be to.some person who was using it for 
a -qualifying purpose, namely, a‘ purpose ‘which 
normally qualifies for investment: allowance. It 
is difficult to conceive of anyone paying {900 
for a second-hand machine when, by spending an 
_ additional-{1oo, he can get a brand new one and 
can at the same time obtain an investment allow- 
ance of £200 on it. The example we gave in our 
issue of April 17th has been described as un- 
realistic but it is surely less unrealistic than that. 

The time limit of three years laid down in the 
Second Schedule was considered by some mem- 
bers to be a little short, and the Economic 
SECRETARY TO THE ‘TREASURY undertook that the 
Government ‘should consider extending it. ‘This 
three-year period is, of course, the period of 
vulnerability during which, if certain things 
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happen, the allowance mag be withdrawn. 


the case ‘of’ industrial‘ buildings ‘the new inve 
ment allowance would bring no advantage ro Ou 
taxpayer until forty-five years after he ‘had 
incurred the expenditure’ on his new building, 
and even then it would be spread over five years. 
This is because the 2 per cent annual allowance 
on industrial buildings is given on the straight- 
line basis, so that the initial allowance formerly 
given: did: not affect the annual allowance. for 
forty-five years. To turn the initial allowance into 
an investment allowance does not, therefore, do 
very much to encourage industrial building. 

Amendments were proposed, either to maké= 
the investment allowance 20 per cent, for 
industrial buildings, as it is for plant, or to give 
the 10 per cent investment allowance in addition 
to the existing investment allowance, and‘not in 
substitution of it. There seemed to be a good deal 
of confusion in the House as to the precise effect 
of the law in the case of‘ industrial buildings. 
However, the Government spokesmen seemed 
to understand it. The amendments were rejected, 
partly on the grounds of cost, partly because the 
CHANCELLOR particularly wished to encourage 
investment: in plant rather than buildings, and 
partly because he was afraid that if further help 
were Piven in the case of industrial buildings, the 
pressure for an allowance for other commercigy- 
buildings would be increased. 

The Government did, however, grant a‘con- 
cession which appeared to be received with general 
satisfaction. It consisted of an amendment to 
allow of investment allowance being given on 
expenditure incurred ‘in - preparing, cutting, 
tunnelling or levelling land. This expenditure 
has been excluded from capital allowances because 
the results of the work are not regarded as suffer- 
ing any’ physical depreciation. Of course, this 
distinction is -somewhat unreal, and the first 
Millard "Tucker Committee long ago recom- 
mended that a balancing allowance be given for 
such expenditure when the taxpayer can demon- 
straté that the expenditure has become valueless. 
The question is now engaging the attention of thé 
Royal Commission ‘but in the meantime the 
Government has agreed to grant initial allowance. 


At an earlier stage, the point was made ove 


The amendment will cover excavation costs of 


new dry docks, waterworks, and railway nee 
among other things. 
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| LOCAL GOVERNMENT FINANCE 


TAHE business of local government finance 
is now so intricate that the financial aspect 
of its administration is of greater import- 
ance than ever before. Most local authorities have 
realized this fact and have organized themselves 
accordingly. Qualified accountants are employed 
to take charge of the financial records and 
accounts, thus ensuring the availability of proper 
costing and budgetary statements and expert 
independent opinion on financial projects. Ac- 
counting processes are centralized as much as 
possible so" bat the maximum use of book- 
ceeping and other machines may be obtained. 
“In the course of his presidential address at the 
sixty-ninth annual general meeting and con- 
ference of The Institute of Municipal Treasurers 
and .Accountants, held at Bournemouth last 
week, Dr A. H. MARSHALL, B.SC.(ECON.), PH.D., 
F.I.M,T.A.,, F.S.A.A., City ‘Treasurer of Coventry, 
makes some interesting observations on this idea 
of financial integration in local government 
‘accounting. He points out, first of all, the essential 
differences between the measurable standards of 
 @fficiency in industry and in local government 
administration. In the former, the yard-stick 
in the long run is the amount of profit made. In 
local government, where the profit element does 
not exist, service to the community is the 
criterion. Cost, which is all-important in industry, 
has not the same significance. The task, therefore, 
of those in control of public finances is to see not 
only that the amount of expenditure sanctioned 
is not exceeded but also that the-very best value 
is obtained for the money spent. 
Without proper inter-departmental collabora- 
tion, control of both quantity and quality is 
' exceedingly difficult. Dr MARSHALL considers that 
the principal duty of the chief financial officer in 
a local authority is ‘to disseminate a feeling of 
financial responsibility’ and to dispel the notion, 
at present prevalent, that such matters are his 
concern alone. The heads. of the functional 
departments should be encouraged to consider the 
ancial aspect of each scheme along with its 
other implications. Moreover, the dissemination 
of the responsibility for cost should spread 
| downwards in each department and the need for 
economy be impressed upon every official who 
has to order goods, issue stores or control labour. 


In summarizing his views, Dk MARSHALL gives 
six recommendations based on suggestions made 
in a report on the financial arrangements of the 
city of Coventry as a result of a recent organiza- 
tion and method investigation carried out by 
H.M. ‘Treasury. These are: 

(1) The Treasurer should compile an account- 
ing manual to govern all subsidiary 
financial records. Procedures should be as 
standardized as possible and should be 

- subject to continuous review; 

(2) Control of expenditure should be the 

responsibility of the department incurring 
2. it although. the treasurer should have a 
watching brief; .- 

(3) Each department should appoint one ve its 
chief officials ‘finance, officer’. He should 

+: act as- ‘the financial : conscience - of ; the 

- department’. and be liaison officer with the 
treasurer’s department; 

(4) The treasurer should train all departmental 

. staff handling financial records. ‘They should 
serve consecutively in as many departments 
as possible so as to gain experience; .: . 

(5) The treasurer should distinguish between 
his duties as financial controller and as 
advisory agent to the departments; and 

(6) The purpose of the internal audit should be 
similar to that.in commerce. It should 
confirm that each department is keeping 
to the regulations of the manual, that 
expenditure is being properly controlled 
by budgets, cost statements: and other 
relevant statistics and that stores are being 
properly handled. The treasurer should 
report to the departments concerned. _ 

It is reassuring to learn from these precepts 
that the question of equating service with cost in 
local. government administration is so actively ` 
the concern of the members of the Assoctation.- 
The accountant in practice or in commerce is 
steadily educating the industrialist in the import- 
ance of reducing costs to the absolute minimum. 
Dr MARSHALL and his colleagues will earn the 
gratitude of every ratepayer if they can similarly 
convince their councils that the excellent services 
these authorities provide for the community 
would be even better if economy were regarded as 
a.factor essential to their efficiency.. 
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~ COMPULSORY 


by T. J. 


N the issue of The Accountant dated April 3rd, 
I: 54, at page 362, the question was considered 

of the liability of members of a company to 
the company itself, where the company had paid 
the surtax charged on: the members, consequent 
upon a direction and an apportionment of the 
company’s BEES income among the 
members. 

It was there soned. out that if the surtax 
liability of the members varied, so that the in- 
come so apportioned would bear a greater rate of 
surtax in the case of some of the members than 
in the case of others, an inequitable position 
would arise if the company were unable to recover 
from each member the amount paid out in this 
way on his behalf, for some of the members 
would be bearing the surtax burden of the others. 

Thus, for instance, if the profits of a company 
which ought to have been distributed amounted 
to £10,000, and an apportionment was made of 
this sum between the members of the company, 
whose surtax was thereupon paid by the com- 
pany and, because of the higher rate of surtax, a 
larger sum was paid out on behalf of some of the 
members than on behalf of the others, the assets 
of the company would be diminished by the total 
sum thus paid out. But out of this sum, which 
_otherwise would. ultimately have been divisible, 
say equally, among all the shareholders, a larger 
° proportion would have been applied for the 
benefit of some of the members than for the 
benefit of the others. 


-N on-distribution: -Whether Ground for 
Winding -up 

In sacl circumstances, a further important 
question arises under company law. One of the 
grounds on which a company may be wound up 
is that it is just and equitable to make the order. 

Is the fact that a company does not distribute 
` its income, with the result that a direction and 
_ apportionment is made which is inequitable to 
some of the members, as above explained, such 
a ground? 

This point was raised recently in a Scottish 
case, which is not yet officially reported. 
: `The company was a private investment com- 
. -pany with a share capital of £25,000, divided into 
5,000 8 per cent cumulative preference shares of 
Ar each and, 20,000 ordinary shares of {1 each. 
At the material time, the shares were equally 
divided between the two daughters and the two 
sons of the original founder of the business, and 
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éach held 1,250 ee, shares and 5,0007 
ordinary shares. The two sons were directors of 
the company, one of them being the chairman.’ 

For some considerable time the sons, the 
directors, had followed the policy of declaring 
comparatively small dividends and ee 
the balance of the profits. 

The earnings of the company were alleged to 
have been about 27} to 40 per cent, after allowing 
for payment of the preference dividend, but for 
each of the years 1949, 1950 and 1951 the divi-" 
dend paid on the ordinary shares had been, 
32 per cent, free of tax, which rate was in accord 
ance with the policy followed by the directors for 
the ten years preceding the year ending February 
28th, 1949. This policy appears to have been a 
successful one, so far as the assets value of the 
shares was concerned, which had increased to 
eight times the original value, and represented an 
accretion to each shareholder of about £35,000. 
The two sons, having large independent incomes, 
were liable to very high rates of surtax, and on an 
apportionment being made, the amounts of the 
surtax paid by the company on the income 
apportioned to the.sons had been very, much 
higher than the amounts paid on the income 
apportioned to their sisters. 
` For the year 1950-51, it was alleged that the 
amounts so paid on behalf, respectively, of the 
sons and the daughters were £2,244 and £443, 
and the corresponding figures for the years ` 
1937—38 to 1950-51 totalled respectively £20,000 
and £1,103. ` 
_ The result of this policy was that a very large 
part of any dividend declared subsequent to the 
close of the year of assessment, and a very large 
part of any sum placed to reserve, came out of 
that portion of the profits of the company which, 
if a dividend exhausting the whole available 
profits of the company. had been declared prior 
to the close of the year of assessment, would 
have been payable to the sisters. 

The sisters presented a petition for the wind- 
ing-up of the company, on the grounds that it 
was ‘just and equitable’ to make such an order.. 

Consideration of Complaints by Company‘. 

at Domestic Tribunal 
But the Court ruled that the mere adoption by 
the directors of such a policy, with its consequent 
inequitable application of the company” s funds, 
did not. bring the case within the ‘just and equit- 
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able’ rule. The proper course for the shareholders 
to take in such a case was to bring the matter in 
fhe first instance before the company at a general 
meeting, before the ‘domestic tribunal’, and there 
seek to have the matter rectified. 

The petitioners alleged that it was the intention 
of the directors to carry out this policy with a 
view to their own financial advantage and conse- 
quent disadvantage to the petitioners, and thus 
to secure payment of the surtax largely by the 
company instead of by themselves individually. 
There was, furthermore, no advantage to be 
gained by the petitioners’ acceptance of the 
invitation made to them to become directors, 

since the chairman by his casting vote could 
‘secure the continuance of the same dividend 
policy i in the future. 

However, at an extraordinary general meeting 
held at the request of the petitioners on January 
22nd, 1953, a resolution was carried unanimously 
in the following terms: 


‘That the company adopt the policy of distribut- 
ing the income of the company each year before 
the end of the year of assessment in such manner 
that the amount distributed falls to be included in 
the statement of total income to be made by each 
member. of the company and that no surtax falls 

` to be paid by the company thereon in terms of 
Sections 245~262 inclusive of the Income Tax 
Act, 1952, and that for the purpose of this resolu- 
tion, the income of the company shall mean the 
investment income of the company for the year 


_ less management expenses which are allowable for. 


income tax purposes.’ 
The Court, having regard to all the circum- 


stances and particularly to the fact that the 


petitioners had been invited to become directors, 
and that the resolution of January 22nd, 1953, 
had been passed, considered that a case of bad 
faith against the persons in control of the com- 
pany had not been made out though it was at 
pains to add that it could not say what attitude 
` it would adopt if the directors were to revert to 
their former policy and fail to carry out the terms 
of the resolution of January 22nd, 1953. 

' The case, therefore, clearly lays down that 
shareholders who consider that the directors of 
their company are carrying out a policy which is 
unjust and inequitable should seek their remedy 
“rst by applying to their domestié tribunal to 
-Wave a more just and equitable policy adopted. 
It is only if such efforts fail or are abortive that 
. they should apply to the Court. | 

It may be said that this Scottish decision 
impliedly indicates that a company would not 
have a right of recourse against its own members 
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for recovery of. the surtax it had paid on their 
account as the result of a direction and an appor- 
tionment. But as far as one can see, the point 
advanced in the article was never raised or 
alluded to in the case. Nothing, therefore, has 
been decided to suggest that there is any bar to a 
company itself recovering from a member sur- 
tax paid for him by the company. 


An Unreported Decision 
Before concluding, attention perhaps might be 
drawn to an unreported case, Re Roger Jeffers, 
decd.: Williams and Others v. Birmingham and 
Others, which was tried by Mr Justice Maugham 
on July 4th, 1929. 

In that case an assessment had been made on 
the company. Prior to this assessment, two per- 
sons had purchased all the shares in the company, 
on the basis of the figures of the assets of the 
company as shown in the accounts. The pur- 
chasers claimed to be entitled to an indemnity 
from the executors of the vendor, who had since 
died, it being contended on behalf of the pur- 
chasers that the tax should be borne by the 
estate of the vendor of the shares. It was held, 
however, that the executors of the vendor were 
not liable to pay the amount of the tax by way of 
indemnity or reimbursement to the purchasers 
of the shares or to the company. 

All that this case therefore appears to have 
decided is that the company had no right -of 
indemnity, as regards the tax, as against the 
vendor, of the shares. As the assessment was 
made after the sale of the shares, the members in 
respect of whom there would have been a non- 
distribution of the income, would have been, it 
appears, the purchasers and not the vendor of 
the shares. 
at It would seem, therefore, that this is a decision 


- regarding merely the rights inter se of a purchaser 


and vendor of shares, in cases where the assess- 
ment is made after the salé of the shares. The 
case, unfortunately, is not reported: the facts are 
very meagre and it is therefore difficult to draw 
any definite conclusions as to the points decided: 

The weight of authority, and particularly the 
dicta, which are obiter, of Macnaghten, J., in 
Burston v. CIR ([1945] 1 A.E.R. at page 689), 
at present, however, support the view that the 
company cannot recover the tax paid from its 
members. But in the writer’s view, there cannot 
be said to be any clear-cut decision on the point, 


and it is respectfully submitted that the tax is 


recoverable, even where there is no winding-up, 
from the member on whose behalf it has in fact 


been discharged. 
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EXPENSES OF DIRECTORS 


be ANGUS- MACBEATH, C.A., A.C.W.A. ` 


Is the Inland Revenue drive in investigating in meticulous detail the expenses 
- _ accounts of directors and senior officials of companies becoming too great? May we 
find a diminishing tax return due to reluctance to undertake work which involves 
heavy expenses? This article considers a possible reaction by a director brought out 


in a discussion with his professional accountant, 


that you want to have a talk with me 
about your income tax.’ 

‘Oh yes. Do come in. I wanted to da this 
form with you. Will you have a look over it 
to see that the entries are correct before I give 
it to Jones to be signed? ` 


i (Gie. morning, Mr Smyth. Jónes tells me 


- Form P.11.D. 


‘Another form P.11.D.! I must admit I’m a 
bit tired of them. We have been flooded with them 
in the office and mairitaining a strict neutrality 
has been a most’ difficult business. With’ clients 
on the one side demanding to know the why’s and 
the wherefore’s of the entries and the Inspectors of 
Taxes cross-examining on the other side, we feel 
sometimes like nuts in nutcrackers. 

‘However, I suppose they have to be com- 
pleted. Let me see now. Salary £8,500. Commis- 
sion £1,846. Your commission is very low this 
year, surely! Amount not paid at the end of the 
year— Commission £1,846. That side seems all 
right.’ I turned the form over. 

‘None! Are you sure you had no expenses last 
year? You had quite a lot-the year before. Let me 
see, I have the copy of last year’s form on my file. 
Yes, here it is: . £ 

"Expense allowance . 1,250 

Expenses reimbursed (foreign travel) 3,428 

Motor-car costs ` e g 872 

‘Why, last year you returned total expenses of 
£5,550, and yet this year you say “None”. 

‘Quite riġht, quite right.’ Mr Smyth was 
smiling, a somewhat strained, enigmatic smile, 
and tapping the desk with his pencil. ‘Do you 
remember what happened last year? 


Expenses Disallowed 


I thought for a moment. ‘Yes, I remember. 
The Inspector asked to see you and put you 
through the mill about all the expenses. He 
disallowed some of them.’ 

‘He certainly did disallow some of them,’ 
Mr Smyth was quite vehement, ‘Half of the 
expenses allowance, a quarter of the foreign travel 
because I had a holiday while I was away, 


- 


though it didn’t cost me an extra penny, and half 
of the motor expenses to cover travelling to town 
and what he called “private motoring”. 

‘Yes, that is correct. The total amount dis- 
allowed was £1,918. I see here you didn’t wish 
us to appeal against the Inspector’s ruling, that 
you would deal with the matter yourself.’ 

‘And I have done so. You have it in your 
hand. First of all, the expenses allowance. I 
stopped that. You know what it was for. Visiting 
factories all over the country when necessary, 
entertaining foreign buyers, conferences with 
heads of other businesses. And I was asked for a 
detailed pote of where I had been and how much 
I had.spent. Pshaw! I’m an engineer, not an 
accountant, and I’m not going to start keeping a 
petty cash’ account now. ` 

‘For the whole of this year I have done simply 
nothing i in the way of business travel. I just sat 
tight in my office and did the work which 
Come To me; no factory visiting; no.entertainment 
of foreign buyers; no attending conferences. 

“That year I spent three months abroad, and 
you know yourself the amount of business I was 
able to get by my visits to Canada, the United 
States and South America. Last year the limit of 
my travels was the English Channel — two weeks 
at Brighton in August!” Mr Smyth was in full 
flight and quite warmed up. 


The Result 


‘You see for yourself the result. Why is my 
commission so low this year? Look at our draft 
accounts. The turnover is down by one-third 
and our forward order book position is the worst 
it has been since the end of the war. Four con- 
tracts, which I’m sure I could have fixed up, 
went to foreign competitors because I didn’t fly 
out to deal with the negotiations on the spot as 
I have done before.’ He stopped and looked a ah 
me. ‘Am I talking sense?’ 

I nodded. “The sales analyses show the value 
of the business trips.’ "` 

‘Right. Well, there you have the position in a 
nutshell. I spend £1,250 plus £3,428 on expenses 
and it produces enough extra business to pay 
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me {7,800 in commission and goodness knows ` 


how much extra profit to hand most. of over to the 
Government: those expenses were very well 
pent. Now I spend nothing, I drop £6,000 in 
commission, the profits are down- by thousands 
and the tax payable is down to such an extent that 


the net profit, after tax, is not SEN less than it - 


was last year.’ 


Motor -car Eege | 


‘Next, we come to the motor-car.’ 
‘Do you remember the questions he asked me 
about the car? Where was it garaged? Did I use it 
to come to business? How many miles was it 
from my house to the office? How many times per 
jweek on the average did I use it to business? 
at was the total mileage in the year? Did I do 
any private motoring? ` 

‘My goodness, if I had to keep a note of all the 
information he wanted, I might as well retire 
from business and beconie a statistician.’ 

‘You must remember that the Inspectors are 
in a difficult position as they are obliged to apply 
the strict letter of the law in all these matters 
and can only ‘allow expenditure to be charged 
when it is wholly, exclusively and necessarily 
incurred for the purposes of the business.’ ` 

‘And how can they judge (hat hey have 
no idea what I have to do?’ 

‘No, but it is up to the taxpayer to justify 
his expenses.’ 

“Look here, are you on their side? You know 

sry well that I used often to be here "ol midnight 
when we had a rush job on. What was I supposed 
to do walk home?’ 
` I had an uncomfortable vision of Mr Smyth 
stumbling along country Janes on his very 
lengthy walk home, and kept silent. 

‘Here, I have had the cost of the car I use 
worked out for last year. Have you a note of 
the cost for the year before?’ 

‘Oh, yes. I have a schedule of the make-up 
here on my file.’ 

‘Let’s compare the two.’ 


Sach 


The Effect of Change 

We laid them side by side, and this is how ge 
looked. Year One Year Two 
£ os d £os d 
Garage Nil 30 o o 
Licence 12-10 o I2 IO O 
Insurance .. ad: geo O 35 o o 
Repairs Gs I2 5 o 25 3 6 
„Servicing and cleaning 24 3,6. 30.2 6 
. Petrol and oil 176 8 3 146 9 o 
£260 6-9. £279 5 ọ 
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Mr Smyth was triumphant. 

‘I thought as much. It cost the company less 
for me to have the car at home than it has cost to 
keep it in town. And I offered to settle the 
argument by paying tax on the value of a first- 


‘class season ticket for a year, which was a very 
‘fair offer in the circumstances. 


“There doesn’t seem to be wach consistency 
in the matter either. Why, take my secretary: she 
has a free lunch voucher every day and we give 
her a season ticket every year as.a bonus. She 
doesn’t have to pay tax on either of these items. 
Well?’ 

‘It is quite true that that type of expenditure 
has, so far, not been taxed.’ 

‘The change in use has been bad for the 
car too. It was in much better condition when 


‘I had it at home. By the way, that total of £260 


seems a lot less than the figure the tax man had 
for last year.’ 

“The difference was the depreciation alioi: 
ance ~ the allowance for wear and tear.’ | 


Wear and Tear 
‘How does that affect mei ` 

‘It is just the same as the allowance on your 
plant and machinery. There is an allowance for 
the. wearing out of the car, allocated evenly over 
the use. So half was treated as a benefit last year.’ 

Mr Smyth thought for a moment. l 

‘Let me make sure I understand this. You 
say half the allowance was treated as a benefit. 
Suppose I had not used the car to travel home, 
how much would the allowance be reduced?’ 

.“The allowance is the same, whatever the 
business use the car is put to. It is a statutory 
rate on the diminishing value.’ 

‘I see. The figure last year was £872 less 
£260, that’s £612 ~ surprisingly large compared 
to the running costs. So £306 was charged to me.’ 

“That is correct.’ 

“How does that work out in tax?’ 


The Cost of Disallowance 


‘Well, it is like this. The company received 
the allowance and so saved tax of 





£ 
Excess profits levy at 30 per cent .. .. | 92 
' Profits tax at 24 per cent . 8 
Income tax at gs 137 
£237 


and, of course, you paid income tax at gs and 
surtax at, let me see, ros in the £, that is 198 in 
the £ on £306, which comes to £291.’ 
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‘You mean that the so-called ` allowance 
results in the Exchequer making an immediate 
net profit of £54! Thats a most paying way to 
carry on business — I wish we could do it!’ 

‘That’s how it works out this time but, of 
course, it depends on the company’s position 
and your own rate of surtax.’ 

:‘I- still think it was time I did something 
about it. Well, now you know all the facts. We will 
have this form submitted with the “None” and 
tell them what I have done and the extent of the 
loss which their cheese-paring last year has landed 
them and me into.’ 


Why Overwork 


‘Goodness knows, when I look at the little 
I. had left after tax for all the hard work I put 
in and see that the company is little worse 
off financially by losing all the business we have 
lost in the past year, I wonder why I went on 
killing myself for nothing. 

. “Perhaps the niggling over my. expenses has 
done me a good turn. My wife is delighted at the 
regular hours I keep now. I enjoy the chats on 
the train journeys and instead of having to drive 
myself to and from town and spending my time 
thinking mostly of work, now I read the paper 
or have a nap. And I must say I feel fitter than 
I have felt for a long time. 


t 
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‘Hm, how much: did our foreign business 
drop last year ~ £128,500, and all because of 


£1,918 of expenses?” xq 
May Procedure Change : 


‘Do you think that they will change the pro- 
cedure when they see what havoc to our turn- 
over it has caused?’ 

‘I’m afraid not. As I have said, the Inspectorate 
have their job to do and the consequences do not 
concern them.’ 

‘Right. Pil give Jones the form to sign and 
send off. The position will be “None” again next 
year, though Fm certainly accepting an invita- 
tion I have'had to visit Rio this year. I shall go at 
my own expense, of course, and not breathe a 
word of business to anyone. In the past it has bée of 
business, business, business all the time I was 
there and, curiously enough, I never gave it a 
moment’s thought until this tax trouble cropped 


up. 

‘Well, thank you very much for looking in and 
letting me get that off my chest. Surprising state 
of affairs, isn’t it, that when we want more and 
more production we give people every encourage- 
ment to work less and less?’ 

But I could not answer that question so I left 
Mr Smyth, who was looking considerably more 
cheerful than when I had come in. 


- NORTH AMERICAN COMMENTARY-—LIII 


Current Accounting Opinions in the United States and Canada 


by KENNETH F. BYRD, MA. B.Sc.(Econ.), A.C.A., C.A.(S.A.), 
Professor of Accounting, McGill University, Montreal 


Yournal of Accountancy, 
New York, March and April 


Revitalizing the Revenue Service 


R T. COLEMAN ANDREWS, the 
| \ | | first certified public accountant to be 
Commissioner of Internal Revenue, has 
completed his first year of office and has won high 
praise for ‘the way in which he has begun the 
task of revitalizing the Revenue service’. The 
editorial reminds the accountancy profession that 
it has a responsibility above all others for helping 
Mr Andrews in his task. 


Standards of Admission to the Profession 


Professor David M. Beights, c.p.a., PH.D., of 


Stetson University De Land, Florida, refers to 
the recent appointment by the accounting profes- 


sion of an independent commission of twenty-five 
distinguished educators, government officials and 
practitioners, to explore the question of standards 
of admission. 

He says that at present virtually all States have 
the disappointingly low standard of a high-school 
education or its equivalent. But he reports ‘that 
several States, recognizing the inadequacy, are 
attempting to raise the standard. Thus, within a 
reasonable time, Florida will require graduation 
from an accredited college or university with 
major in accounting. The Board of Accountan 
has specified that such a major must include 
certain minimum amounts of ‘training in cost 
accounting, governmental accounting, federal- 
tax accounting and auditing, together with other 
related courses comprising business English, 
composition, rhetoric or literature, economics, 
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DEATH ` 
DUTIES” 


ESTATE DUTIES 
INVESTMENT TRUST 


E.D.I.T.H. — helps shareholders in 
family and privately owned businesses 
to provide for the payment of estate 
duties. Edith, as the Trust has 
come to be called, is willing to 
consider the purchase for cash of 
shares in which there is no easy 
market, such as those of private 
companies or the smaller public 
companies. 


Inquiries should be addressed to: 


The Manager | 
Estate Duties Investment Trust Ltd 
7 Drapers’ Gardens, EC2 
Monarch 0624 





figure 
it in 
fractions 





If it’s a number of clear, legible 
copies you want — audit reports, balance 
sheets — then it’s automatically a job 


_for a Gestetner duplicator Bence 


. and that’s just what our new 
Model 260 is — automatic. Set it, forget 
it, CU do the job for you, in a FRACTION 
of the time and cost of your previous 


“methods. | 


You probably know many . 


Accountants who use the Gestetner l 
INDUSTRIAL AND 
COMMERCIAL FINANCE 
CORPORATION LTD 


are Managers and Secretaries of the 
Trust. Inquiries may therefore also 
be addressed to the branch offices of 
I.C.E.C. at ) 


process — let us tell you their story and 
more in our book Gestetner and the 
Professional Accountant. Your free copy 


_ awaits — write or phone for it now. 





OJ, “ India House 
73 Whitworth Street 

LIMITED Manchester 

i Central 5429 


Aldwych House, London, W2 33 Charlottė Street 214 Hagley Road 


Edinburgh, 2 Birmingham, 16 


HOLborn 8700 Edinburgh, 30212 Edgbaston 4181- 
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However involved= 
it’s solved=in a moment ! 


... Whatever the problem, you can work out the answer with your 
own two hands-——and it’s at your finger-tips there and then... no 
wasted time waiting for SEET assistance. CURTA is the handiest 
calculati ng machine now on the market. 
itis precision built for absolute accuracy ` 
-—it adds, subtracts, multiplies, divides, 
and is ideal for currency conversion, 
stock valuations, apporticnments, etc. 
Provided with tens transmission and 
visible dials throughout, together with 
_ a handy reversing lever and split clear- 
ance of the product register. Write or ` 
‘phone ae fora demonstration, l 


.. Model | DEEN £35.10.0 
Modal 2 Capacity II x 8x I5 £45. 0.0 





z Ai ; eee A.C., TERMINAL HOUSE, fee cena Gordons, London, wi 
i i Tel : Sloane 1061, 1626, 3268, 3274, ` 
' Branch Office : Lombard House, Great Charles Street, Birmingham, 3 
Tels Central 1210 
Branches also at Glasgow, Manchester, Sheffield, Nottingham, Dublin 








As essential as. the 
| typewriter or telephone. 


‘DUOSTAT? . OFFICE COPYING EQUIPMENT 


Saves time, money, trouble—and mistakes . 


You can make a perfect copy of the most complicated document in 
less than 3 minutes—with the “Duostat’ Printer and Processor. 

The process is a photographic one, but requires no‘special skill . 
no camera ...no darkroom... ..no dishes ...no running water, Your 
office junior can do the job in ordinary office lighting on an ordinary. 
desk or table. ‘DUOSTAT’ 








Office documents such as letters, schedules, quotations, contracte; PRINTER BUSINESS 
graphs, charts, reports, can all be copied with ‘Duostat’ Equipment. | MODEL 9/14 EE 






City Hall, Manchester 


: September 27th 
to October 2nd 


Write for full details today.. ; , l =` Price £28 net 






‘DUOSTAT’ PROCESSOR 














MODEL 9 l4 | See the *Duastat' 
Price £12 net ; ve Equipment on the 
gës 0 0 S d ) | . PHOTOSTAT 
. STAND (No. 66) 
Li M ITE D i 


ow 


i and 2 BEECH STREET, LONDON, ECG 
Tel: -Metropolitan lf 





“Photostat' and ‘Duostat’ are registered trade-marks 
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business law, and ‘business and/or public finance. 


Referring to the practical. experience required 


Gre for. permission to practise as certi- 
fied: public accountants, Professor Beights says 
that practically all States now require the applicant 
to have some accounting. experience. in most 
States before the examination. The kind and 
quality of experience, however, .are:seldom speci- 
fied, and the amount may vary from one to about 
fivé years. 


In recent years, bestoe: ‘the accouiating pro~. 


fession is said to have become increasingly aware 
that outmoded apprenticéship methods cannot 
give satisfactory results, and some of the leading 
universities have internship programmes for on- 
ejob training by teacher and practitioner. Also 
my of the more progressive accounting firms 
‘have well-organized. courses. of. staff training. 


Punched -cards and the Auditor ` 


As a case study, Mr William A. Reardon, C.P.A., 
presents’ the facts of the audit of an insurance 
company at a time when the premium accounting 


was transferred from one type of punched-card 


to another. The two systems showed significant 
variances in results which had to be reconciled. 
Among the audit procedures adopted was (he 
reproduction of the entire file of 75,000 punched- 
cards as an ‘audit file’, as at the end of an interim 
calendar month, thus releasing. the original 
file. 

It was also decided to make a complete listing 


"oi all 75,000 cards in final order. For this pur- 


‘pose, owing to the technical characteristics of the 
equipment, the auditors first had a check of the 
wiring units and equipment made, under their 
supervision, and then. retained control of the 


wiring units and cards until.the listings had been. 


completed under their control ‘over a week-end. 


The Profession and Current Tax Policy: 


The American Institute has submitted detailed 
recommendations for changes in the tax law. It 


is reported that considerable weight seems to- 


‘have been given to these recommendations and 
President Eisenhower has himself emphasized 
the necessity for bringing tax accounting more 
nearly in line with ‘accepted business accounting’. 


wë Old-age Benefits for Self- employed 
Accountants l 
President Eisenhower is reported as having 
included accountants with other self-employed 
professional persons in the new groups to which 
he has urged Congress to approve the extension 


THE ACCOUNTANT 


721 


of old-age benefits. Originally, certified public 
accountants were excluded, the majority of 
Institute members having voted to be classified 
with thé other recognized professions. But it 
became evident that most self-employed members 
wanted social security coverage if it did not 
endanger their professional status. The other 
professions are now included and the American 


Institute has therefore given its support. 


It- is considered possible that the national 
professional societies of medicine and law may 
still resist inclusion of their members. Both 
medical ‘and bar associations are said to have 


argued rather for the deductibility, for current 
“income tax purposes, of. limited amounts set 
‘aside for retirement pensions by self-employed 


persons. The American Institute has strongly - 


Supported this proposal, but the editorial says 


that there seems little chance that Congress will 
act favourably this yéar in this connection. Some 
Congress members are said to have indicated 
that they will not consider tax benefits for 
personal retirement funds of self-employed pro- 


- fessional persons until such Perens are covered 


by social security. 


Accounting Review, 

Menasha, Wisconsin, April W 
Inventory Pricing and Price Level Changes 

Supplementary Statement No. 6, now published 
by the American Accounting Association, is a 
continuation of the studies initiated: by Supple- 
mentary Statement No. 2. 'The latter, published 
in the latter half of 1951, recommended experi- 
mentation with techniques for adjusting accounts 
for price level changes. The new-statement pro- 
ceeds on the assumption, ‘yet to be established, 
that financial reports prepared from accounting 
data will in time give recognition to material 


” changes in price levels’. 


Conclusions reached include: (1) -that grave 
doubt exists as to whether the accuracy of the 
artificial matching of costs with current revenues 


under LIFO is sufficient to justify the resultant 


departure from realism, and that use of the 
method should be regarded as transitory, to be 
supplanted by better methods in due course; 
(2) that, if Liro is used, figures for inventory 
valuation and related operating casts (including 


-tax effects), in line with the true facts of the flow 


of goods, should be included in the financial 
statements; (3) that if and when techniques ‘for 
reflecting the effect of price .evel changes in ac- 
counting reports have become generally accepted, 


the artificial LIFO method should be -abandoned. 
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IN LARGE-SCALE INDUSTRY | 
by H. H. NORCROSS, F.C.W.A. 


The Value of Good Accounting 
N a large manufacturing business, the main value 
of good accounting results from the information 
it provides to the people who manage the business. 
Good accounting, however, is merely an aid to 
management; it is not, and never can be, a substitute 
for good management. The information itself adds 
nothing to the profits; it is wise 
action, taken in the light of that 
information which does that. 
However, an efficient manager 
of a large business expects to 
have good accounting informa- 
tion provided to bm and unless 
he gets it he just cannot be 
fully effective. As Sir Charles 
Renold has said: 


‘I am not an accountant my- 
self, but I simply cannot con- 
ceive of running a business and 
not wanting to know, in terms 
of money, what is happening 
and what is likely to happen.’! 


The value of accounting can- 
not be measured with precision, 
but proof that its value is high 
can be found in the many ex- 
amples where the efficiency 
and profits of a business have 
risen after an accounting re- 
organization. Mr John Ryan, 
Vice-chairman of the Metal Box 
Company, speaking of the 
results of introducing stan- 
dard costing into that business said: 


D 


... which I can say without hesitation has resulted 
in our giving management a much better tool than 
they ever had before. At least the results have 
apparently: shown that the improvement which has 
taken place since that was done was of a very much 
greater order than ever took place before .. .”* 


In large-scale industry, a small increase in the rate 
of profit, expressed as a percentage to sales, can 


1 ‘Management’s Requirements of the Accounting System’, 
by R. E. Yeabsley. British Institute of e Winter 
Proceedings, 1948-49, No. 5. 


2 ‘Standard Accounting System’, by Ian Morrow, C.A., 
F.c.W.A. British Institute of Management, Spring Confer- 
ence, May 1949. 


Based on an address delivered to the Birmingham and 
District Branch of the Association of Certified and Cor- 


porate Accountants on J anuary 14th, 1954. MrJ. Whicheloe 
was in the chair. 





Mr H. H. Norcross, F.C.W.A. 


easily justify much effort on reorganization of the 
accounting arrangements. For example, if the annual 
sales of a business are {50 million and if better 
accounting service ‘would enable the management to 
improve the rate of profit by merely one quarter of 
one per cent, then this would increase profits by 
£125,000 a vear, 

The Need 

for Reorganization 


badly managed often lacks ` 
initiative to have improvements 
introduced. In such a business, 
reorganization is often avoided 
as far as possible; sometimes re- 
organization is postponed until 
it is too late and the business is 
wound up. Well managed virile 
businesses, however, are often 
in a state of constant change. 
The volume of production is 
being increased; new products 
are developed; better production 
methods are constantly being 
introduced. In these and in 
many other ways changes are 
made. In some of the best 
managed companies there has 
been for some years a steady 
increase in the tempo at which 
changes occur, and in most 
cases change is a sign of good 
health in industry, whereas lack 
of change is a sign of stag- 
nation and ill health. 


Changes in the business as a whole alter the 
demands on the accounting organization and alter the 
circumstances in which it operates, thus creating the 
need for accounting reorganization. Other causes of 
reorganization arise in the accounting departments 
themselves. A progressive industrial accountant is 
always looking for better ways of doing the work in 
his departments; he has the same urge to improve as 
inspires his colleagues who control production, sell- 
ing and other functions of the business. 


There are some businesses in which changes and 
improvements have been made in product. design 
production methods and in many other ways and yet 
the business which has been progressive in the re- 
organization of most of its functions has failed ‘to 
make corresponding changes in its accountancy. As a 
result; the accounting methods are no longer appropri- 
ate to the new circumstances and the business as a 


ot 


A business which as a whole is d 
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whole is getting tmadequate. accounting service at 
an excessive cost. 


~ Some Problems of Large-scale Industrial 
- Accounting 
Sore of the problems which face those who specialize 
in industrial accountancy are fundamentally the 
same, irrespective of the size of a company. ‘There are 
matters on which an accountant must preserve the 
same basic attitude irrespective of whether the 
employees in a factory number 200, 2,000 or 20,000. 
Accounting problems which. are not affected by the 
size of a business are those such as (a).the segregation 
of expenditure as between capital and revenue 
accounts; and (b) ensuring that, so far as is reasonably 
practicable, income and expenditure are taken into the 
„- accounts of the period to which’ they relate and not 

into the accounts of other periods. — 

~. However, the accountant has to deal with gher 
problems which, as factories grow larger, undergo 
changes in their nature or in the emphasis placed on 
them. 

The accountant in large-scale industry has to deal 
with correspondingly large volumes of clerical work. 
For example, when I was in executive control of a 


large industrial accountancy organization, my staff. 


had to deal with substantially more than 200,000 
piece-work tickets each week. In a small factory rule 
of thumb methods may be good enough in organizing 
the procedures for calculating wages due, but attempts 
to apply similar methods to a large payroll are almost 
certain to fail. 

Big increases in the volume of clerical work can 
rately be tackled with success by keeping the same 
methods and merely adding to the number of staff. 
Such increases in volume normally demand funda- 
‘mental changes in clerical techniques. 

- But the accounting problems which are peculiar 
to large-scale organizations do not arise merely from 
the high volume of clerical work. 


The Effect of a More Elaborate Manage- 
ment Hierarchy 


In a big factory there are many links in the chain of 
command which runs from the managing director 
down to the individual production worker. 

In a business which has a complex pyramid of 
managerial control there are demands made on the 
. accounting organization of a type which are not met 

in a smaller business. Firstly, expenditure should be 
analysed not only as between the various expenditure 
classifications (salaries, indirect wages, consumable 
stores, etc.) but also as between the various functions 
jor departments of the business. 
ae This further analysis should follow the pattern of 
the company’s organization structure and where that 
structure is complicatéd this adds to the problems 
of accounting analysis. Secondly, in a large business, 
managers at all levels require more accounting 
information than is needed in a small business. The 
very size of the large business limits the amount of 
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information any one. man can get by persorial; obser- 
vation and so, ‘to a great extent, managers- must 
supplement personal observation by accounting data 
before they have the information they need. to. do ` 
their jobs properly. - 

The main differences between the problems which 
face an accountant in a small. factory and. those 
facing his counterpart in a large factory arise, 
therefore, from (a) the higher volume of clerical 
work; and (b). additional accounting requirements 
which are due to the more elaborate managerial 
hierarchy of the large factory and the greater need 
to use accounting returns for management purposes. 


Special Problems where there are 
Several Factories 

In an industrial organization which has several large 

factories in different locations some special account: 


+ 
w 


ancy problems arise. 


Each of the factories in the group is large enough 
to have its own-accounting organization but there is a 
need for consolidated accounts for the group as a 
whole. A decision is required as to how much 
accounting standardization there will be as between 
the different factories. In my opinion there is no need 
for the consolidated accounts to be produced in a lot 
of detail. 
` Each factory can produce final accounts in a 
standardized form for submission to head office for 


, consolidation purposes, but the number of headings 


of analysis required in these accounts can be kept few. 
There may be merely enough standardization to 
ensure that within these relatively broad headings, 
the final accounts are comparable as between one 
factory and another. 

. Where the factories in the group, are engaged on 
different products or where there are substantial 
differences in production methods, it may be un- 
desirable to press standardization beyond the mini- 
mum point which is necessary for consolidated 
group accounts. Each factory should then be required 
to plan its accounting so that it can produce relatively 
simple final accounts in the standardized form and 
can also produce such sub-analyses of the broad heads 
of account as are best suited to serve the needs of the 
local management. 

In other companies there may be enough s simi- 
larities between the products.and processes of the 
various factories to make it worth while to arrange for 
standardization to be adopted in somewhat greater 
detail. It is important, however, not to. set too ‘high 
one’s expectations of the benefits which come from 
attempts to standardize accountancy in much detail. 
In general, I think it is better to take standardization 
merely to the level required for consolidated accounts 
and to leave each factory to develop its own sub- 
Ee for control | purposes. Le ee 


‘Decentralization 


Tt is also important-to have the right degree | of de- 


centralization in the accounting organization.. Some 
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work is clearly best done atthe factory offices and not 
‘at headquarters, but there-are‘many jobs which could 
be done in either place. Where there is a choice, 
there is generally much to be said in favour of doing 
the work at the factory and not at headquarters. The 
headquarters of a large industrial group does a very 
important job, but, in my opinion, it should be 
restricted to the tasks which are obviously those 
which ought to be done there. 

Accounting staff who are working in offices which 
are physically near to the production activities to 

which their work relates, run much less risk of living 
in a world of figures and paper; daily contact with 
those who run the factory is a perpetual reminder of 
the mert opd the physical activities which lie behind 
the figures. 
- Where a company has: several factories each with 
its own accounting organization, a decision is neces- 
sary as to how the various senior accounting personnel 
shall fit into the organization structure of the com- 
pany as a whole. The chief‘accountant'of each factory 
should normally be responsible to the general manager 
of that factory and not to a group chief accountant. 
The function of the group chief accountant in these 
circumstances should primarily be one of co- 
ordination and advice. 

In a ‘company which has several- large factories, 
these major problems of the degree of standardization 
and of decentralization must be considered when the 
many other aspects of accounting reorganization are 
being planned. It is generally not desirable for an 
accountancy reorganization to be done simultaneously 
for all the factories in a group; it is better for one 
factory to be tackled at a time. However, these 
broader problems should be kept in mind so that the 
series of accounting reorganizations undertaken in the 
various factories and in the head office accounting 
departments gradually lead to a position where the 
accounting arrangements for the group as a whole 
are on sound lines. 


The Importance of Investigation 


The investigation which forms the first. step of an 
accounting reorganization should be done well. It is 
not a spectacular phase of the job but it lays the 
foundations for success or failure. It requires patience 
and tact, and sound knowledge of industrial account- 
ing to collect all the necessary facts and to make the 
right deductions from them. Although much of 
what I have to say is an explanation of how a consult- 
ant tackles an investigation, most of my comments 
also apply to similar work done by accounting execu- 
tives. 

An investigation can be started by having a meeting 
with the managing director of the business and asking 
for his views on the problems to be faced. This is 
normally followed by introductions to the-executive 
directors. One of the higher management team, 
generally the financial director or chief accountant, 
then undertakes: to ‘provide the facilities required. 
Through him arrangements are made for the various 
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interviews and investigations which are to be carried 
out. 

If the investigator knows his job and is clearly 
filled with a sincere desire to help, the executives an 
staff who meet him will soon sense this and he will | 
have made a good start in winning that co-operation 
from them which can.mean so much to the success 
of the job as a whole. He should be persistent in 
getting all the facts he needs but he should be tactful 
and arrange his work so as to avoid unnecessary 
interference with the day to day tasks of management. 

Because of the nature of their work, there are 
people who can see him more readily at some periods 
of the week or month than at other periods. He should 
plan his investigation with this in view. 


Collecting the Facts . 


The next step is to get a general appreciation of the J 
range of the products, the layout of the factory or 
factories and the nature of the processes. This part 
of the investigation is best done with the help of 
the production director and his subordinates. An 
examination can then be made of the procedures for 
receiving and issuing material and for recording 
production. 

The organization structure of the business can be 
studied and following this, the investigator may 
decide to examine the annual accounts for the past 
two or three years. A discussion with the auditors 
of the company can also be of great value. 
` At this point the managing director may be asked 
whether there are any major changes under con- 
sideration which will affect the accounting reorganiza- 
tion. For example, there may be plans to reorganize 
the assembly departments of the factory and to - 
introduce conveyors. If this is so, it would be a waste— 
of time for the investigator to examine in detail thé 
present circumstances in the assembly department 
and plan stores- accounting schemes for them. 
The stores accounting schemes should be planned so 
as to meet the new requirements which will exist 
when the conveyors are working. Do not waste 
time polishing brass on sinking ships. 

At this point there should be a broad picture of the 
nature of the business and thus the demands which 
such a business should make on its accounting 
organization. A start can then be made on the job 
of examining the present accounting procedures. 

In some cases the experience and judgment of the 
investigator will tell him within a few hours of being 
in a clerical department that its methods and organiza- 
tion are unsound and thus it would be a waste of 
time to examine them-in detail; in this case his 
investigation will aim at clarifying the requirements, 
which the department must meet and so enable him?” 
to plan entirely: new methods. In other cases, a 
detailed examination of present procedures may be 
the best way to find out what are the requirements 
which ‘should be met by the department. | 

At the end of the investigation the answers should 
be available to a namber of questions ‘such ‘as: 
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(a) What is the general nature of the business and 
`" what characteristics are there in “the business 
which will have a special influence in deciding 
Jr the demands to be made on the accounting 
‘organization? 
(6) To what extent is the E organization 
. Meeting or failing to.meet the demands which 
. ought to be made on it? Is it supplying the right 
type of information and is the information 
sufficiently accurate and prompt? What economies 
‘are likely in the business as a whole as a result 
of improvemerits in the quality of accounting 
service? 
© What is the scope for better methods or'a higher 
pace of work amongst the accounting staff? 
How much unnecessary clerical work is being 
done? What economies in office. costs could be 
made by improvements under these headings? 
(d) Do the accounting staff at all levels have the 
ability and training appropriate to their tasks? 
~ Are the allocation of duties and the organization 
structure within the accounting departments on 
sound lines? ` 


-” 


Planning the Reorganization 


In planning the reorganization, appropriate use 
should be made of techniques such as standard 
costing, marginal costing and flexible budgetary 
control. 

They. can be applied with success in a high 
proportion of factories but there are also many 
factories where it would be impracticable to apply 
them in full or where it would be undesirable to 
attempt to do so. 

Again, one should not rigidly apply some ready- 
made accounting technique without regard to the 
special circumstances of the case. For example, a 
‘company may have government contracts and may 
require cost figures as a basis for settling sales prices. 
Here the usually accepted type of standard costing 
system may be inappropriate if it would not produce 
figures of the kind needed to settle those selling 
prices. 

If standard costing is required i in such a company, 
then the system must be specially designed so as to 
produce the various operating statements and 
variance analyses and still give figures of the type 
required as a basis for price-fixing with government 
departments. 

Accounting needs vary from one business to 
another even where the variation is mainly in the 
relative importance of different types of information. 
In a business using leather, efficiency in the utilization 
of material is of special importance; in factories with 
very expensive plant, high machine utilization is of 
_ great economic importance; in others the control of 
(‘overhead costs may be the most valuable job which 
“he: accounting organization can do; in factories 
doing jobbing work the accounting and costing 
schemes should be designed to give help in. the 
preparation of the estimates which form the. basis for 
quoting sales prices. 

Whatever the accounting. needs of the business 
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may be,.the investigator should appreciate what they 
are. and should plan accordingly. Particularly in a 
large. business the needs of management must be 
placed first. The preparation of annual accounts for 
the shareholders must take second place. It is much 
more important to help in the.earning of profit than 
to measure that profit after it has been earned. _ 

When the investigator has preliminary ideas in, his 
mind of the systems he proposes to install, he should 
discuss those ideas with the staff who will have to 
operate them. The evolution of the systems should be 
a.team job. When agreement has been reached on 
the general lines of the changes, flow charts and 
procedure notes can be prepared. One cannot expect 
to achieve finality in the first draft, and it is normal 
to find them being re-drafted a number of times, 
each stage in the process being the basis for discussion 
which brings out further points for improvement.. 

Careful planning is necessary of . the , various 
accounting, costing and budgetary control statements; 
of the books and records-on which they are to be 
based; and of the basic original records. 


Clerical Methods 


Particularly in a large factory, inaccurate, badly- 
designed and unnecessarily elaborate records of 
material movements and work done can. seriously 
interfere with the work of production foremen. 
Such bad records can also prevent the production 
control and accounting departments from, doing 
their work properly. Sound planning of ‘these basic 
records can be a key to much higher overall efficiency 
in the accounting organization and in the factory as a 
whole. 

The processing of those basic records in the 
accounting departments also deserves special study. 
Here, accountants have much tọ learn from pro- 
duction engineers. The modern production engineer 
knows the importance of keeping production flowing; 
he hates to see work moving in fits and starts. -The 
same basic attitude should be applied to the large 
office. Work should be kept flowing. Clerks should be 
trained to avoid holding up invoices, clock cards or 
other basic documents any longer than necessary. 
The procedures should be designed to facilitate a 
smooth and rapid Bou of work and plans for re- 
organization should provide for suitable but simple 
control procedures within the office which will 
indicate where and when the flow of work is not being 
maintained. 

Appropriate use should be made of office machinery 
and office mechanization, in itself, provides a large 
field of study. There are many concerns which fail 
to make sound use of office machines. Some use 
machines of the wrong type or use the right machine 
in the wrong way; others use machines on jobs 
which should be done by pen and ink; others use pen 
and ink on work which’ could be done far better on 
machines. 

The plans for reorganization must embody pro- 
grammes indicating the sequence in which the 
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various steps of the reorganization are to be done 
= the target date for each step. 


‘Installing the New Methods 


Careful preparation can do much to easé the instal- 
lation of new accounting methods. 

However well the broad strategy of the reorganiza- 
tion has been thought out, the effectiveness of the 
new methods will also depend largely on attention 
to-many details. 

Training and education must be done amongst 
those who have to prepare basic records such as 
advice notes, piece-work tickets, etc.; amongst clerks, 
office machinery operators and office supervisors; 
amongst managerial staff at various levels who will 
receive the new accounting statements and act upon 
them. 

Any new eine should be carefully designed and 
arrangements made for them to be printed. Filing 
and other equipment should be made available and 
office machines installed where required. Forms, 
machines and equipment can be tested by trial runs 
on dummy documents. 

Where practicable the change-over should be done 
section by section and each section given chance to 
settle down before the next is tackled. However well 
the scheme has been ‘planned, téething troubles may 
still arise and even if they do not, the staff will find 
the new methods strange at first and it may be some 
time before they build up speed. 


Scottish Institute’s Centenary 


The centenary celebrations of The Institute of 
Chartered Accountants of Scotland held in Edinburgh 
on Wednesday, Thursday and Friday of last week, 
proved —as everyone expected—a most successful 
and enjoyable occasion and a fine commemoration of 
the first hundred years to be reached by an account- 
-ancy body. 

With this issue of The Accountant we have ges 
in presenting to our readers a special fully-illustrated 
Scottish Supplement containing a .comprehensive 
account of the proceedings. 


Personal Savings 


One of the most striking changes in the complexity of 
forces which control this country’s economic system 
has been the recovery in thé last year or two of 
personal savings. This change for the better vitally 
affected the. Budget strategy in i953 and has been 
- apparent in the national income figures over the last 
year or two. An authoritative statistical account of 
the revival of private savings has now been made by 
Professor Paish in‘ the Financial Times. Professor 
Paish shows that the growth of private savings since 
19s1 has ‘iore.than -counterbalanced thé ‘decline in 
savings -made ‘by: the public: sector-of-thé economy, a 
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The investigator should keep in touch with the 
change-over. As any difficulties arise he should find 
out their causes and be preparéd to adjust his plans" 
when experience shows this to be desirable. On thed 
other hand, he should resist any unwise pressure’ 
to make unnecessary changes in the plans. Such 
pressure can often arise.if one or more people panic 
and exaggerate the significance of temporary 
difficulties. 

Conclusion 


In large-scale industry, efficient accountancy service is 
essential before the business as a whole can be well 
managed. Accounting reorganization is therefore of 
great importance because of its effect on the efficiency 
of the whole organization. 

The effectiveness of accounting “reorganization 
should: be judged by: results. Has the quality of 
accounting service been improved? Are the returns 
produced more rapidly, more accurately and in a more 
useful form? Have clerical costs been reduced? 

Good results are most likely when the various 
ingredients required for successful reorganization are 
present in balanced proportions. Careful investigation, 
sound judgment in evaluating the information 
gathered in the investigation and in planning the 
new methods, ability to eatn the co-operation of staff 
and arouse their enthusiasm, care in installation, 
adequate attention to form design, wise selection of 
office machinery -on a whole collection of such 
ingredients does success depend. 


WEEKLY NOTES- 


decrease which has followed from the increase in 
defence expenditure and the growth of the socia 
services. In round figures, the fall in investible 
resources made available through the public sector 
from £730 million in 1951 to £460 million in 1953, 
has been accompanied by an increase in the total 
investible resources over these years from {£2,130 
million to about £2,700 million. 


It was a feature of the national income statistics in 
the years immediately after the war for private savings 
to be offset by personal disinvestment. Although thesé 
savings figures were residual items and, therefore, 
liable to considerable margins of error, they did on 
the whole square with the known fact that some 
people’s savings were being more than offset from 
the national point of view by other people’s sales of 
investments as they made inroads on their capital for 
such purposes as death duties. This trend was in 
marked contrast with the experience of the last two 
years. In the past two years, Professor Paish Seier 
that net personal savings (including depreciation) 
increased from {158 million to over {900 million. 
After allowing for changes in tax reserves, capital 
transférs and for taxes on capital, he considers, that 
investible funds available through persons are 
estimated to have risen over these two years from 
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£88 million to £750 million. It may yet be said that 
the growing prosperity of this country in the middle 
~g50’s was due not only to fortunate terms of trade 
dd the resilience of its exports, but also to the re- 
iscovery, not only of the virtue, but also of the value 
-f thrift. 


Bank Advances in May 


There has been a definite slowing down in the rate of 
increase of bank advances in recent months. This is 
apparent from the quarterly returns of the British 
Bankers’ Association, published this week, for the 
quarter ended with May. According to the Associa- 
tion’s figures, bank advances incteased by only £48 
million to reach a total of £1,890 million compared 
with an increase of {102 million in the previous 
quarter. The slackening in pace seems to have been 
Sentirely in the private sector because thé public 
‘Utilities were accommodated to the extent of £31 
million, making a total of £118 million which is the 
highest figure since February 1943. It cannot be long = 
in the light of these figures — before the British Elec- 
tricity Authority and the Gas Council seek funds in 
the open market. 

'The food, drink and tobacco group increased their 
borrowing slightly less than in the same quarter a 
year ago, but the retail trade has borrowed almost 
£4 million more than in the same period of 1953. 
Advances under the heading of personal and profes- 
sional and loans to stockbrokers have moved up more 
slowly than at the same time last year but it seems to 
have been the fall in the advances to the engineering 
and shipping industries which have had the greatest 
effect on the total. Loans to engineering and allied 
trades fell by £10 million compared with an increase 

reviously of Ze million and loans to the shipping and 
Steiere industries declined by £3 million against 
an increase of nearly £1 million. 

These figures suggest although industrial production 
continues to expand, that the economy on the whole 
- is finding it less necessary to go to the banks for 
accommodation. The evidence is not conclusive but 
the indications are, so far as they go, that industry is 
able to find finances from its own resources more 
easily than it could a year ago. 


Farm Wages 
The recent decision of the Agricultural Wages 


Board to refuse to increase the minimum wage of- 


farm workers was a critical step. This was the first 
time since the end of the war that a union has had its 
demands turned down uncompromisingly by a wages 
board and so agriculture has proved to be the industry 

where a first serious attempt has been made to resist 

nflation generated by pressure from the side of 
“wages. So far as the agricultural workers are con- 
cerned, pressure for a higher minimum wage has 
been successfully maintained for a number of years 
and the minimum wage has increased steadily from 
34s iod to £6 per week. The Board’s stand has met 
with a quick and ER reaction from the 
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National Union of Agricultural Workers and its 
significance is likely to travel far outside this par- 
ticular industry. There are two reasons for this. 
Firstly, as the Board has said, increases in agricultural 
wages are apt to start off a round of wage demands 
throughout the economy, and secondly, a stand: by one 
industrial board is likely to stiffen the resistance of 
others. 

It is not to be expected that the decision of the 
Board will receive any overt approval from respon- 
sible trade unions. Any illusions that a stand of this 
kind might be taken as one means of establishing an 
attitude of wage restraint in trade union circles was 
dashed over the week-end by Mr Arthur Deakin, the 
Secretary of the Transport and General Workers 
Union, who has recently had much to say about 
restraint. He made it clear that the Board’s decision 
and its implications was unacceptable to his own 
union which is understood to be considering a formal 
protest. As might have been expected, trade union 
opinion on wage restraint is apt to find it difficult to 
descend from the theoretical to the practical. On the 
other hand, if the spiral of rising wages is to be kept 
under control, some particular group of workers must 
be the first to feel the consequences of an attempt to 
make a new principle practicable. 


The Viscount ‘Century’ 


Firm. orders for the Viscount turbo-prop airliner made 
by Vickers-Armstrongs have now reached ror with 
options on an additional 41. The value of the orders 
booked, including provision for spares, now comes 
to about {27 million, of which {£16 million is for 
export. Figures such as these show that this country 
leads the world in the adaptation of the gas turbine 
engine to medium distance commercial operations. 
The Viscount has already been able to show its worth 
as an aircraft of high performance and comparatively 
low operating costs with British European Airways 
who announced last month that the Viscount had 
earned the Corporation a profit of £395,000, which 
was equal to £64 an hour and a break-even load factor 
of 51 per cent. 

So far 31 Viscounts have been delivered and of 
these, 20 are in operation with B.E.A. Of the other 11, 
4 have gone to Aer Lingus and 7 to Air France. The 
scale of production of Viscounts has now reached such 
proportions that it has become worth Vickers’ while 
to concentrate production at their Hurn factory, 
leaving the Weybridge factory for production of the 
Valiant. 


The Royal Commission on the Taxation 
of Profits and Income 
A further meeting in the present series of public 
hearings of evidence by the Royal Commission on the 
Taxation of Profits and Income will be held at 


‘zo Carlton House Terrace, London, SWr, on 


Thursday, July 8th, at 10.30 a.m. Evidence ‘will be 
given by witnesses from the Churchés Main Com: 
mittee and the Boatd of Inland Revenue. ` 
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Stock-markets have shown remarkable resilience in 
recovering strongly from a heavy ‘shake-out’. Con- 
ditions remain thin, however, ana price gains rather 
flatter the amount of support. The outstanding success 
of the Treasury’s cash and conversion operation has 
consolidated the gilt-edged market position and the 
funds now appear poised for a fresh advance. The 
market’s next obstacle is likely to be the development 
of new issue activity. 


Their Own Business 


Shareholders in Thomas Wallis & .Co Ltd, the 
London department store, are exhorted on the back 
page of the company’s report and accounts, to 
patronize and recommend their own.business. There 
is a description of the goods the Oxford Street store 
has to sell, its telephone number, and how to get there 
by Underground, bus and coach. The amount of 
business obtained in this way may not be ascertain- 
able with exactitude:but the same’can be said of many 
other modes of publicity. In gerieral, however, 
publicity pays. 

The accounts this year give effect to a scheme 
which passes to shareholders some. of, the capital 
profits obtained under the chairmanship of Sir Harold 
Gillett, F.c.a., from the purchase and subsequent sale 
of B. B. Evans & Co Ltd, of: Kilburn, London. 
Ordinary shareholders received back ros per £I 
share, the original nominal value then being restored 
by - capitalization of reserves, and the shares sub- 
divided to 5s. 

Second preference holders received 75 Od per {1 
share in similar manner with subsequent restoration 
to {1 by reserve capitalization in consideration of 
‘their agreement to ‘cancellation of their participation 
right in a winding-up and to the capital repayment to 
‘the ordinary. 

To first preference kias there was a cash pay- 
‘ment of 1s per share ‘in. consideration of their agree- 
.ment to the repayments on the other. two classes. 


Royal Dutch/Shell 
‘The accounts of the Royal Dutch. Petroleum Co 


provide another interesting case (following Unilever) | 
Of an Anglo-Dutch partnership ~ the English partner- 


being the ‘Shell’ Transport & Trading Co Ltd. 
"These two concerns are the parent and purely hold- 
ing companies of the Royal Dutch/Shell group. 
Income from the operations of the Dutch and English 
companies is pooled and shared between the Royal 
Dutch and Shell partners on a 60 : 40 basis. 

After dealing with the position of the Dutch com- 
‘pany as a single entity, the view presented is the 
partnership position. Statistics of capital expenditure 
and depreciation, oil production, crude oil processed, 
the tanker fleet, and sales, for instance, are expressed 
in Royal Dutch/ Shell terms and the financial position 
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is presented in a Royal Dutch/ Shell consolidate 
statement of assets and liabilities and of income. 

The figures run into the thousands of millions: net 
assets £'1,132,769,828; sales {1,'700,714,450. In this 
content, tens, hundreds, and thousands become in- 
significant. Will Royal Dutch/Shell follow Unilever 
in approximating to thousands? 


No Quarterlies ` 


Quarterly statements by industrial companies are as 
rare in this country as they are commonplace in the 
United States. They become even fewer than ever 
here by the decision of the directors of Grays Carpets 
& Textiles Ltd to discontinue their practice of i issuing 
quarterly profit statements. 

Commenting on the board’s decision, Mr E. 
Beddington Behrens, the chairman, says that in 
principle he is personally very much in favour of 
quarterly statements when practicable. He acknow- 
ledges, however, from experience in preparing the 
statements, that they are ‘not practicable in the 
textile industry owing to the highly séasonable nature 
of the business, and to the fact that. fluctuating raw 
materials are such a material factor. i in the estimating 
of stocks’. Over and above this, ‘the frequent inci- 
dence of the statements is liable to cause local manage- 
ment to take too short a view on normal trading 
matters’. 

The board’s decision i is understandable, particularly 
since the inception of the quarterly statement practice 
by the company virtually coincided with the 1952 
textile recession with its resultant heavy writing do 
of stocks and extremely difficult trading condition 
The group in fact has yet to recover. fully from the 
1952 setback. Nevertheless, it is disappointing to find 
such an early reverse to the development of the 
quarterly statement practice over here. 

Against this disappointment, however, we are able 
to place our satisfaction at the news that the Shell 


_ company is to publish half-yearly earnings figures. 


The company’s Royal Dutch partner might even 
issue quarterly statements. 

Sir Frederick Godber-recently told stockholders of 
the Shell company that preparations for the intro- 
duction of half-yearly statements had been going on 
for some time. May we presume from this that the 
figures when first issued this year will carry com- 
parative figures for the- first. six months of last year? 
It is this lack of a comparative figure when the 
interim statement practice is first introduced which ` 
has decided some boards against i its adoption. d 
Pension Funds 


A correspondent’ s suggestion that there should be 
some consistency in the treatment of these funds in 
the published accounts of companies is, under the 
circumstances he outlines, a matter for discussion. 
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NOTES ON ACCOUNTS 


d 
D 


i. Statement of Movement in Reserves ` 


~ 


























Profits 
. Business x ; Unappropriated 
Development Capital General (January 3ist 
, Account Reserve Reserve i 983) 
£ £ £ £ 
{a} Balances at January 3ist, 1953 .. e Set Sc Dsg es a Ee 37,877 113,616 105,000 63,121 
(b) Transfers arising out of the Scheme of Arrangement dated November 24th, 1953: 
Add: ` 
Capital expenditure on the development of 508-520 Oxford Street, WI, 
previously set off against Business Development Account, now capitalized 
as fixed assets... ei ax Ei Di Ss re ae ack 122,332 
Total transferred to Capital Reserve a SN Se Ka .. £160,209 160,209 — — 
273,825 ` 105,000 63,121 
Deduct: 
Distribution of is per share on 150,000 6 per cent Cumulative Preference 
shares of £1 each .. aie na ia a Se SR sch ve 7,500 — — 
Distribution of !5s per share on 202,7! | Ordinary Shares of £1 each A 152,033 — — 
Amounts applied in paying up In full at par shares allotted as fully paid up: 
291,867 Second Preference Shares of 2s-6d each .. oe SN = — 36,483 — 
405,422 Ordinary Shares of 5s each {£101,356} .. Se bes — ` 68,517 32,839 
R Profits Tax- Distribution Charge we s oe Ké oe 45,920 — — 
Costs of the Scheme of Arrangement .. ča Di T ss Së 3,885 — — 
(c) Other adjustments during the year: 
Add: -> 
Profit on realization of Investments e Si Ka 4 Sc T 2,608 — — 
67,095 — 30,282 
Deduct: 
Payment on the final settlement of the sale of Subsidlary Company ai 2,000 ` — — 
{d} Balances at January 3ise, 1954 .. ia ia a as a ‘he re £65,095 — £30,282 


_ 2, Statement of the Movements in Issued Share Capital arising out of the Scheme of Arrangement dated November 24th, 1953 


issued issued 
Capital Capital 
_ at Reduction Increase at 
January 2lst, of o January 3/st, 
Class of Share . 1953 Capital Capital 1954 
: £ £ £ £ 
& per cent Cumulative Preference Shares, {50,000 shares of £l each ~ ee See 156,000 — — 150,000 
Zrper cent Second Cumulative Preference Shares, 97,289 shares of £1 each .. et 97,289 36,483 36,483 97,289 
On reduction, these shares were reduced to a nominal value of (Die Gd each, - 
followed by subdivision to 2s 6d each. The Increase was by allotment of shares 
of 2s 6d each, credited as fully pald, followed by consolidation Into shares of 
£1 each. 
“Ordinary Shares: ' o . 
202,711 shares of £1 each gë Së éi Ge gë Si dë e 202,711 101,356 101,356 — 
810,844 shares of 5s each ds zi — — .— 202,71 | 


On reduction, the shares were reduced to a nominal value of [0s each, followed 
by a subdivision to 5s each. The increase was by allotment of shares of 5s each, 
credited as fully paid. Ek f S 


£450,000 £137,839 £137,839 £450,000 


Se le 


3. Capital Commitments outstanding at January 3ist, 1954, amounted to £5,843 (£3,117 at January 3st, 1953). 


4. The Company has received Profits Tax Non-distribution Relief which in the event of subsequent distributions exceeding profits earned after 
CHE Oe 1954, may become repayable in full or In part. The maximum amount so repayable calculated In accordance with the Finance Act, 
» is £1,978. 


5. Group Accounts are not submitted as the Directors are of the opinion that they would be of no real value to Members of the Company, In 
view of the fact that the Subsidiary Companies made neither profits nor losses during the year or previous years. 





In certain companies, he points out, there is a practice Money Market 

of dealing with directors’ and employees’ pensions Another fall in the Treasury bill rate has led to a 
through employees’ special funds controlled by further cheapening of money rates. On June 18th the 
trustees. An annual appropriation is made to these markets bid for the £260 million of Treasury bills 
funds out of profits, and is shown in the appropriation offered was increased by 2d over the previous week 


account. : to £99 12s 1d. With only £250 million of bills allotted, 


E Ina number of cases, our correspondent maintains, h k vedel f : ith 
< it does not appear to be the practice to give any infor- the market received 50 per cent of requirements wit 


mation as to these funds in the company’s accounts; the average discount rate reduced to £1 11s 7-57 per 
there is no statement showing the connecting figures Cent against £1 12s 3-56d per cent previously. The 
with the total at the end of the previous year. He asks amount of the offer this week was maintained at 
whether shareholders should have this information, as £260 million against corresponding maturities of 
they have provided the amounts voted to these funds. £270 million. 
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CORRESPONDENCE 


l Letters must be authenticated by the name and address of the writer, not necessarily Jor publication. 
The Editor does not. necessarily agree with, or hold himself EE for, the opinions expressed. 


Taxation and Business Expenses 


Sir, - Presumably your correspondent ‘M. M. has 
some complaint to make about the detailed inquiries 
contained in the letter from his Inspector of Taxes 
which was reproduced in full in his letter to you 
(issue dated June 5th). 

Reading between the lines-about ‘Mr Blank’s’ £500 
entertaining allowance and his trip with ‘Mrs Blank’ 


to Utopia, I should have thought that the Inspector. 


was dealing with just the kind of case which deserved 
the fullest investigation in the legitimate interests of 
the Revenue in protecting the general body of tax- 
payers against evasion, ` 

Perhaps your correspondent would let us ‘know 
which of the particular. questions asked by the 
Inspector he considers unfair or unreasonable. 

It should not be overlooked, in our natural 
enthusiasm for doing the best-we can for our clients, 
that if a limited class of people are able to charge 
personal expenses against taxable income, there must 
be a corresponding increase somewhere in the burden 
of taxation levied on other taxpayers including our- 
selves. This reader admits he has some personal 
feeling on the point, being unable to afford to take 
his wife on a visit to Utopia out of his net income and 
not being able to claim any part of such a trip as a 
deduction from gross income. 

Yours faithfully, © 
FAIR PLAY. 


Per Procurationem 


Sir, — Signatures per procurationem are used widely 
by continental banks and the abbreviation ` p.p.’ is 
invariably placed before the proxy’s signature, the 
principal’s name appearing above the ‘p. p? and 
signature. I have never’seen the position reversed by 
such banks or firms. 

The Manual of the Chartered Institute of Secre- 
taries in dealing with the attorney’s signature, states 
that 

‘jt does not make any difference whether the name 

of the attorney appears before or after that of the 


principal, provided it is made clear that the attorney ` pany. The GE agrees to pay a fixed hire rental 


is acting solely as the agent of the principal’. 
These remarks may. be of interest to ‘F, O. M? 
(issue dated June 12th). 
I am, sir, 
Yours faithfully, 
FOKS: 


Defamation: on Dismissal 


SIR, - When reading: the article ‘Defamation on 
dismissal’ in your issue of May 29th, I was interested 
in the author’s remarks about there being no obliga- 
tion on an employer to give a reference at all. While 
this ‘may be so, is there any reason, apart from proved 
dishonesty, why an employer should refuse? | 


In recent years an increasing number of Bros are 
saying to departing employees, ‘it is not our custom 
to give written references’. This statement is made 
with such an unctuous and nauseating air of superior- 
ity that the employee, or prospective employer, who 
has raised the matter, is left feeling that, in even 
thinking about written references, he has been guilty 
of something indecent. It would be interesting to 
know how a spiteful and vindictive attitude towards 
a departing employee marks the firm out as being of 
a superior type. 

Can any of the ‘superior’ members of our profession 
advance one valid reason why they do not give, writt 
references? 

ER faithfully, 
GLASWEGIAN. 


Valuation of Securities 
Sir, — What date should be taken for market value 
of securities when the Stock Exchange is closed on 
the date required? Is it permissible or customary to 


- take either the next succeeding or the next preceding 


quotations? I understand this is allowed for estate 
duty purposes, but I am thinking rather of valuations 
for balance sheet purposes or for transfers of invest- 
ments between funds. In cases where a week-end and 


- a bank holiday intervene, the next succeeding .quota- 


tion may be as much as three or four days after the 
required date, and since there is no question of actual 


. sale it seems to më possible that the quotation of the _ 


preceding day may in such cases be fairer than Get 
of the succeeding one. 
Yours faithfully, 
> H.W. D 
Hire Rentals 


Sir, — I shall be interested to have the views of any 
reader concerning the accepted method of recording 
the transactions given below. 

A company manufactures and installs internal 
communication equipment in customers’ premises. 
The agreements provide that the installation remains 
the property of, and is to. be maintained by the com- 


for a stated number of years. If removed for breach 
of the agreement, the equipment would be second- 
hand and the value considerably less than cost. At the 
end of the agreement it is considered valueless and 
not worth ans out. 
Yours faithfully, © 
COMPTABLE. 


Gross Profit ‘Margins 


Sir, — The company with which I am associated, has 
both a wholesale trade (supplying retailers) and a 
retail trade through | its own retail branches. A great - 
variety of goods is handléd,: falling broadly into’ six 
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Are you- 
LOOKING AHEAD 


too? 


You must if you RA to insure 
the well-being of your family and 
assure your own peace of mind. 
For small quarterly contributions 
the Scottish Clerks’: Association 
offers, you that future security 
which means so much to you 
and yours. 

~ Je SICKNESS & DISABILITY Ar PERSONAL UNEMPLOYMENT SAA SE K ee AE SN 


zk LIFE & ERP OE: se JUNIOR ENDOWMENT ` 
_ Mor your children) 


For full particwars apply to: 


SCOTTISH CLERKS’ ASSOCIATION 


Head Office: 93 WEST. REGENT STREET, GLASGOW, C2 


INSTITUTED 1886 
LONDON OFFICE: DRAYTON HOUSE, GORDON Sr, WGI. r: BRANCHES THROUGHOUT BE 


A) They all want W 











For simple petty cash or complicated analysis. Twinlock Multiring 
Analysis Books induce the most inky-fingered office boy to keep a legible record and 

the way they marshal masses of figures into neat and orderly columns delights the most exacting 
accountant. No matter how you figure, a Twinlock Multiring Analysis Book supplies the answer.. 


Please write for fully descriptive folder A /{ADV.73 


e God PERCY JONES {TWINLOCK} LTD., 37 CHANCERY LANE, W.C.2 . 
"Phone: CHAncery 8971. Showrooms: Glasgow, Manchester and Birmingham. „Factories : ‘Beckenham, Kent, 
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The Society’s Homebuying and Investing Ser- 

vices are described in booklets A Home of Your 

Own and Savings and Investments available at all 
the Society's branches and agencies. 





HALIFAX BUILDING SOCIETY 
Largest in the World f 
: ASSETS £214,000,000 ` l 

f j f ; + Of, i LIQUID FUNDS £38,000,000 l 
HEAD OFFICE: HALIFAX S LONDON: ei STRAND, WC 


PRIMUS -=== 
en TABL E Ss BST. 1850. 


represent a new scientific approach ` W H E AT LEY KI R K 


to a somewhat thorny problem 


1 PRICE & CO 
THE OPERATING COSTS OF P.A.Y.E. Seier S. GHEAVIN, FAL, Q. E. GIBBS, PALPAS 
CUT BY OVER 30%! l 
clear lettering and a scientific grouping of the 
figures enables the ‘PRIMUS’ Tax Tables to be SURVEYORS, osaa 
read quickly and instinctively. and AUCTIONEE o 
Resita: FACTORIES, PLANT and 
es 
MUCH FASTER PRODUCTION OF PAY-ROLLS MACHINERY 
FEWER MISTAKES: Ce 
A boon to ALL ‘businesses, large or small FIRE LOSS ASSESSORS 


CARTER-DAVI SLY. 2 SOUTH AUDLEY STREET 


LONDON, WI 
20 QUEEN ELIZABETH STREET 


LONDON, SEI GRAMS: TEL: 
INDICES, AUDLEY, LONDON | HYDE PARK 8844/5/6 - 
Tel. HOP, 0204-5-6 
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categories, and there is a wide range of gross profit . 
margins, . 
As a general stock-taking at all branches takes place 
y once per annum, interim accounts are based on 
estimated gross profits obtained by applying co- 
efficients to the six categories of goods dealt in. 
Inevitably, there is a difference between the estimated 
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gross profit and the actual gross profit when this is 
established at the year end. 

I wonder whether any of your readers with experi- 
ence in this field would care to state what degree 
of accuracy in estimating is obtainable in such 
circumstances. Yours faithfully 

INCORPORATED. 


SOLICITORS ACCOUNTS 


In SE 1946, the Council of the Law Society, 
under Section 1 of the Solicitors Act, 1941, drew up 
a set of rules (entitled the Accountant's Certificate 
Rules, 1946, and operative as from November 16th, 
1946) in connection with the form and scope of the 
accountant’s certificate which solicitors were required 
thereafter to submit annually to the Registrar of 
Solicitors. Some alterations have now been made to 
these rules by the Council’ and, as they are of par- 
ticular interest to those practising members of the 
profession who have solicitors among their clients, 
we reproduce the amendments below: 


1. These Rules may be cited as the Accountant’s 
Certificate (Amendment) Rules, 1954, and shall come 
into operation on the Sixteenth day of November, 1954. 

2. In paragraph (a) of Rule 3 (2) of the Accountant’ S 
Certificate Rules, 1946, sub-paragraphs (iv), (v) and 
(vi) shall be deleted and the following sub-paragraphs 
substituted therefor: 

"Gei The Institute of Chartered Accountants of 

Scotland; or — 
(v) The Institute of Chartered Accountants in 
Ireland; and’. 

3. The following Rule shall be inserted after Rule 9 
of the said Rules: 

"oa, The accounting period specified in an 
}+_accountant’s certificate required to be delivered to 
the Registrar on or after the sixteenth day of 

November, 1954, shall terminate not more than six 

months before the date of such delivery.’ 

Rule 3 of the original rules enumerates the account- 
ancy bodies whose members are qualified to give a 
certificate. Rule 2 above substitutes the title of The 
Institute of Chartered Accountants of Scotland for 
those of the Edinburgh, Glasgow and Aberdeen 
bodies. It also includes for the first time The Institute 
of Chartered Accountants in Ireland. The significance 
of Rule 3 -the alteration of widest interest to the 
accountancy profession as a whole — is made clear in 
the following explanatory memorandum which has 
been issued by the Council of the Law Society. 

By virtue of the above rules thé period within which 
an accountant’s certificate must be delivered has’ been 
reduced from twelve months to six months after the 
d d of the solicitor’s accounting year. This change takes 
sitect as from November 16th, 1954. The existing 
requirement that an accountant’s certificate must be 
delivered during each practice year (i.e. each period 
from November 16th to the following November 15th) 
remains unchanged. 

The object of this amendment to the Accountant’s 
Certificate Rules is to give further protection to the 
Society’s Compensation Fund. In the opinion of the 


Council it is desirable that an accountant’s certificate 
should be delivered to the Society at an earlier date 
than at present in order that the Council may be made 
aware as soon as possible of any matters requiring 
investigation by reason either of the non-delivery of 
the certificate or of qualifications attached to it by the 
accountant giving it. 

The following examples illustrate the working of the 
Accountant’s Certificate Rules as amended: 
(z) Solicitor’s accounting year April 6th to April 5th 
For the practice year November 16th, 1953, to Novem- 
ber 15th, 1954, an accountant’s certificate for the 
accounting year April 6th, 1953, to April sth, 1954, 


- must be delivered not later than November 15th, 1954. 


For the practice year November 16th, 1954, to 
November 15th, 1955, an accountant’s certificate for 
the accounting year April 6th, 1954, to April sth, 1955, 
must be delivered not later than October sth, 1955. 

The position will be similar in subsequent practice 
years. 

(2) Accounting year January Ist to December 31st 

For the practice year November 16th, 1953, to Novem- 
ber rsth, 1954, an accountant’s certificate for the 
accounting year January rer to December 31st, 1953, 
must be delivered not later than November 15th, 1954. 

For the practice year November 16th, 1954, to 
November 15th, 1955, an accountant’s certificate for. 
the accounting year January rst to December 31st, 
1954, must be delivered not later than June 30th, 1955. 

The position will be similar in subsequent practice 
years, 

(3) Accounting year November Ist to October 31st 

For the practice year November 16th, 1953, to Novem- 
ber rsth, 1954, an accountant’s certificate for the 
accounting year from November rst, 1952, to October 
31st, 1953, must be delivered not later than October 
31st, 1954. 

For the practice year November 16th, 1954, to 
November rsth, 1955, an accountant’s certificate for 
the accounting year November ist, 1953, to October 
31st, 1954, must be delivered not later than April 30th, 
1955. 

The position will be similar in subsequent practice 
years. 

. In this connection we have been asked by the 
Secretary of The Institute of Chartered Accountants 
in England and Wales to state that copies of a booklet 
published by the Law Society on solicitors’ accounts 
containing the rules which have now been amended 
as shown above were sent to practising members in 
November 1946. A copy of the booklet is available 
to any member of the Institute who sends a written 
request to the secretary at Moorgate Place, London, 
EC2. 
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INSTITUTE. OF: MUNICIPAL TREASURERS? 


1 AND ACCOUNTANTS ` 
GN SIT NINTH ANNUAL CONFERENCE 


The sixty-ninth PER Conference of The Institute of 
Municipal Treasurers. and Accountants was held at 
the Winter Gardens, Bournemouth, from June 16th to 
June i8th: It was attended by some 1,300 members and 
representatives from local and government authorities 
throughout the country. 

Preceded on the. Tuesday evening by a reception and 
dance at the invitation of the President, Dr A. H. 
Marshall, B.sc.(ECON.), PH.D., F.I.M.T.A., F.S.A.A., and 
the Council of the Institute, the conference commenced 
on Wednesday morning with an official welcome by the 
Mayor .of Bournemouth, followed by Dr Marshall’s 
presidential address. In the afternoon,. Part A of the 
annual report of the Council was considered, and after- 
wards there was the presentation of prizes awarded on 
the results of the 1953 examinations. The sixty-ninth 
annual general meeting of members then took place, 
and we reproduce below extracts from the report of 
the Council för 1953-54. . 

The Iinstitute’s annual dinner and dance was held 
at the Pavilion in the evening. 


REPORT OF THE COUNCIL, 1953-54 
Revaluation 


Perhaps the event of the greatest significance to local 
government finance during the past year was the recent 
announcement by the Minister of Housing and Local 
Government that the operative date for the new valua- 
tion lists will be April 1st, 1956. Last year’s report 
referred to the difficulties and many disadvantages 
resulting from the postponement of the operation of the 
-new lists which had by then already been announced. 
It was clearly expected, however, that April of 1955 
would have seen them in. operation. The problems and 
anomalies resulting from the present valuation lists are 
so well known as not to need repetition, and it must be 
a matter of the greatest regret that no relief will be 
given to them for so long a time. 'The reasons given by 
the Minister for the further postponement are not, as 
one might have thought, that the work of revaluation 
could not be completed in time but that further legis- 
lation is necessary to simplify the machinery of appeals 
and also that the valuation of the gas undertakings 
cannot be settled in time. Important though both of 
these matters are, most local authorities and their 
officers charged with the duty of rate collection would 
have preferred to be working on the new figures even 
though the further changes could not at the same time 
have been completed. ‘The Institute Council are anxious 
that the wealth of experience of members in valuation 
and rating shall be readily available and are therefore 
pleased that a number of members in the Metropolitan 
area. have agreed to serve on a committee which will 
hold a watching brief on valuation matters. 


. Housing 


A most important piece of legislation affecting all 
local authorities who are concerned with housing is 
before Parliament at the time of the preparation of this 
report. The Government’s proposals are of great con- 


sequence to local authorities both in their short-term 
effects and in their long-term influence on the national 
supply of houses and some aspects of them will: be 
dealt with in one of the principal papers given to this 
year’s conference: ` 

A relatively minor point which has arisen is that of 
the accountancy treatment of transactions relating to 
unfit properties. The Institute has suggested to the 
Ministry that these should be included in the Housing 
Revenue Account so that all housing transactions shall 
be shown together but that any surplus or deficit 
resulting should be transferred to or from the General ? 
Rate Fund and not mixed- with the general finances 
the other housing transactions. 


INCOME TAX 


The Income Tax Committee of the Institute has 
during the ‘year consideréd a number of tax points 
submitted by members and by local authorities. When 
necessary, discussions have been held with officials 
of the Inland Revenue, whose attitude has, as always, 
been extremely co-operative. Set out below are some 
of the points which have received consideration. 


Schedule A Tax on Housing Estates 


The Inland Revenue intends to introduce a simplified 
procedure for maintaining the records of Schedule A 
assessments on housing estates which should eventually 
save a good deal of man-power, especially in. those 
authorities which are on an interest assessment. Details 
of the scheme have been discussed with officials of the: 
Inland Revenue,.and local authorities have been urge 
to give the new proposals their support. 


Profits Tax 


The committee has discussed with the Inland Revenue 
the treatment of losses and gains between 1947 and 
1950 of statutory undertakings which were not at that 
time chargeable to profits tax but have since become so 
chargeable. It has been agreed that relief may be 
allowed in respect of losses incurred by such under- 
takings, but for the purpose of calculating the amount 
of the relief the losses and profits on all undertakings, 
statutory and non-statutory, must be pooled. 


Insanitary Properties 


The committee has noted that an authority has been 
successful in making a maintenance claim for excess 
repairs carried out under statutory notice to insanitary 
and dangerous properties in respect of which the — 
authority was collecting rents. 


Shops on Housing Estates 


The committee has discussed with the Inland Revenue 
a contention by a local authority that payments made 
by lessees of shops: on housing estates for ‘latent good- 
will’ should be regarded as capital payments and not 
spread over the term of the lease for the purpose of 
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Schedule A assessments. The Inland Revenue main- 
tained their view that such payments were indistin- 
guishable from ordinary premiums and must be treated 


$s sùch. 
Agreed Rules 


Various minor points concerning the Agreed Rules 
have been discussed with the Inland Revenue during 
the year. It has been agreed that for the purposes of 
Agreed Rule 8 (maintenance claims) expenditure 
incurred before April 6th, 1946, is not to be subject to 
the restriction imposed by Section 101 (3) of the 
Income Tax Act, 1952. Attention has been given to the 
treatment of interest received on the sale of houses 
under the Housing Act, 1952, and the Inland Revenue 
bas agreed that such interest shall be subject to the 
special arrangements set out in Appendix I of the 
Agreed Rules and shall therefore be payable gross. 
The Housing Act, 1952, 18 therefore being added to 
ithe list of Acts in Agreed Rule 17. 
..-Fhe committee has decided that a new edition of the 
Agreed Rules shall be prepared, incorporating the 
amendments made since the last edition and including 
references to the Income Tax Act, 1952, where appro- 
priate, rather than to the legislation which that Act 
superseded. 


Standardization of Local Authority Accounts 


In the last report reference was made to the advanced 


stage which the report on standardization of local 
authority accounts had then reached. The report of the 
committee which had considered this subject in such 
detail was adopted by the Council during the year and, 
as forecast in last year’s annual report, much of the 
time since the adoption of the standardization recom- 
mendations has been taken up in consulting govern- 
ment departments and other bodies concerned with 
the proposéd new form of accounts. These consulta- 
tions which are nearing completion have led the 
nstitute to make minor amendments to some of the 
ecommended forms in order to accord more closely 
with government claim forms. It is gratifying to note, 
however, that the basic system adopted in the recom- 
mendations has been sufficiently flexible to permit 

_these variations to be incorporated without doing 
violence to any of the main principles. This same 
flexibility will, it is hoped, provide local authorities 
with a wide choice in the form of presentation of their 
accounts whilst at the same time keeping within the 
basic system of the recommendations. 

When negotiations with government departments 
and other bodies are completed, arrangements will be 
made for publishing the recommendations and it is 
hoped that these will be available in the autumn of 
this year. 


The Institute of Chartered Accountants 
of Scotland 


The Institute of Chartered Accountants of Scotland 
o celebrating the centenary of its foundation in June 
this year, and the Institute wishes to record its 
“sincere congratulations to that body on this achieve- 
ment, It is understood to be the first professional 
accountancy body in the world to have this experience. 
The celebrations of the event are taking place during 
the week of the Institute’s own conference but the 
Institute will be represented by one of its distinguished 
Past-Presidents.in the person of Sir John Imrie, c.3.z. 
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Annual Meeting and Conference, 1955 


An invitation has been received from the Mayor and 
Corporation of Folkestone to hold the annual general 
meeting and conference there in 1955. The last occa- 
sion that the Institute met in Folkestone was in 1933, 
and the Council in accepting the kind invitation is quite 
sure that the delegates generally will be glad of the 
opportunity of visiting that town. 


Roll of Membership 


The membership of the Institute’ as at January rst, 
1953, and January Ist, 1954, is set out below: 
January Ist, January Ist, 


1953 1954 

Honorary Members 359 306 
Honorary Fellows eg — Et 
Members — Fellows 499 521 
Associates 1,809 1,910 

Students .. 1,938 1,935 


It is not perhaps fully realized how the membership 
of the Institute has increased in recent years, and it 
may be of interest to compare these figures with those 
for previous years: 


Fellows Assoctates Students 
1886 së 60.. 8. oe, 
giro T 253 187 _ 130 
1930 282 387 497 
1940 296 ' 946 ` 1,094 
1945 GE EE 892 ` 1,028: 
1950 ` 461 1,344 1,989 
1954 | 52I, «1,910. 1,935, 

. Branches : 


The following table gives the membership of the six 
branches of the Institute: 
| Fanuary ` Ist, January Ist, 


. 1953 - 1954 
Metropolitan and Home . 
© Counties -° .. = 283 572 
>. Midland ..°. ~. ee ° 96 c «QF 
North-eastern i22 120 
. North-western ` — =. 183 , 184 
Scottish .. . 54 -38 
South Wales and West of ; 
England š ‘ 8o or 


Associates’ Sections 
The membership of the seven associates’ sections is 
given by the following table: 
i January Ist, January Ist, 


1953 1954 

i Metropolitan and pau i 

. Counties 585 572 

Midland. . 209 225 
North-eastern f eg 144 — 

Northern coe eg —- 44 

Southern Gs se — III 

North-western .. SÉ 299 306 

South Wales a SS 72 66 

, West of England ` iy 64 68 


Students’ Societies 


The membership of the students’ societies is shown in 
the following table: 
i l January Isi, January Ist, 


1953 1954 
London .. m .. 2,816 2,714 ` 
Midland .. Si 1,305 1,293 
North-~eastern 1,050 994 
North-western 1,664 1,529 
Scottish .. 203. 293 
South Wales and West of 
England - 700 668 


736 


Admission to the Examinations 


The Council has considered suggestions for some 
extension of eligibility to sit the Institute’s examina- 
tions to officers.engaged:on financial work in local or 
public authorities, but not actually in the department 
of the chief financial officer. They are aware that there 
are a number of anomalies arising from the rigid appli- 
cation of the examination regulations which are, in 
turn, largely governed by the constitution of the 
Institute. In the Council’s view there is a case for some 
easing of the position and they are proposing to amend 
the examination regulations to allow for the following: 


(a) The Council may, at their discretion, recognize as 
a qualifying appointment for the purposes of the Inter- 
mediate Examination only, a whole-time appointment 
(whether established, permanent, temporary or probation- 
ary) as an officer in any department of a local or public 
authority as mentioned in paragraph (ii) (a), (b) and (e) of 
this Regulation, in any case in which the Council are 
satisfied that the officer is engaged wholly or mainly on 
the financial work of such local or public authority. i 

(b) An application for recognition of such an appoint- 
ment as a qualifying appointment must be accompanied 
by a certificate by the Chief Financial Officer that the 
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duties of the applicant are wholly or mainly financial, and’ 

that the local or public authority will so far as possible 

Bive facilities for transfer of the candidate if successful to 

the finance department to enable him to qualify—fo 

admission to the Final exarnination. 

Members will appreciate the significance of the fact 
that this extended eligibility applies only to the Inter-. 
mediate examination and that transfer to the depart- 
ment of the chief financial officer must follow before 
any qualification is achieved. 


Accounts of the Institute 


The revenue account for the year ended December 
z1st, 1953, and the balance sheet at that date are pub- 
lished as an appendix? to this report. For the year under 
review there was a surplus of £671. 


Officers 


D ! d 
As already announced, the following Fellows have been 
elected to the respective offices for the year 1954-55: } 
_. President: Mr T. L. Poynton, F.1.M.T.A. 
Vice-President: Mr T. R. Johnson, F.1.M.T.A., F.S.A.A. 
Hon. Treasurer: Mr Robert Sutcliffe, M.B.E., 
F.IL.M.T.A., F.S.AA. 






The Proceedings on Thursday and Friday 


Conference sessions were held on Thursday morning 
and afternoon and Friday morning, and the papers 
which were presented are summarized below. The 
social functions on Thursday included a ladies’ tour 
to Southampton in the afternoon, and in the evening 
a concert at the Winter Gardens, and a reception and 
dance by invitation of the Mayor and Corporation of 
Bournemouth, ` 

` After the conference session on Friday morning, 
Mr. T. L. Poynton, F.1.M.T.a., Borough Treasurer of 
Blackpool, was irivésted as President for 1954—55, and 
a Past-President’s badge was presented to the retiring 
President. The conference concluded at lunch-time 
and a golf competition was held over the Meyrick Park 
course in the afternoon. 


Parliamentary Control of Public 
. Expenditure 


Addressing the conference on Thursday morning, Sir Frank 
Tribe, K.C.B., K.B.E., Comptroller and Auditor-General, 
described the way in which government expenditure was 
controlled by Parliament; he said that there had recently 
been a change of attitude, in that the number of Members 
of Parliament who consistently pressed economy on the 
Government was less than it used to be — in fact it was more 
common for back-benchers to press for expenditure. One 
reason for this might be the divorce between government 
income and expenditure, and it might possibly be healthy 
if every proposal for expenditure had to be accompanied by 
a statement of its effect on taxation. 

Sir Frank briefly outlined the history of financial control 
through centuries of struggle between King and Parliament 
to the Exchequer and Audit Department Act of 1866, which 
established the present system. Detailed accounts had to be 
submitted to Parliament and audited by the Comptroller 
and Auditor-General, who was also responsible for allowing 
the release of funds from the Bank of England to the 
Treasury after assuring himself that the money was to be 
spent.on duly authorized purposes. 

Estimates of expenditure. had ro be approved by the 
House of Commons, and the debate was usually made the 
occasion for a discussion of policy. Detailed examination 
was left to the Select Committee on Estimates, the reports 
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of which were published. This committee could not, how- 
ever, recommend decreases in estimates as that would be 
an expression of no confidence in the Government. 

Control to a large extent was in the two processes of audit 
and accountability. Most accounts were audited by the 
Comptroller and Auditor-General, while the accounting 
officer ~ usually the permanent head — of each department 
was personally held accountable for every penny spent by 
the department and might have to refund improper 
expenditure. 

All accounts, with the Comptroller and Auditor-General’s 
report, are examined by the Public Accounts Committee 
under the chairmanship of an Opposition member, evidence 
is taken and publicity is given to the reports. 

All these methods of control take place after the ev ent} 
but they are nevertheless effective. In a system in which 
the Legislature put the Government into office and trusted 
it, it was impossible to adopt the American method of 
detailed control before expenditure. In the British system 
the government departments were very conscious of the 
fact that a watch was being kept on how they spent their . 
money, and the fear of adverse criticism was the more 
effective method of control. < 


Housing: the Changing Scene 


Mr W. O. Atkinson, M.B.E., F.1.M.T.A., Borough Treasurer 
of Acton, addressing the conference on Thursday afternoon, 
said that since the conference had last discussed housing, in 
1952, there had been important developments and there 
were signs of a shift of emphasis. 

The Repairs and Rents Bill now before Parliament had 
as its object the rehabilitation of many thousands of old 
houses so that they could, during the remainder of their 
life, provide tolerable living conditions. But in Mr 
Atkinson’s view, the financial provisions of the Bill promised 
to throw heavy burdens on local authorities and the pro- 
posed government grant was inadequate. 

- The Minister had urged authorities to resume dai 
clearance, and*the biggest problem here was bridging t 
gap between the low rents paid by slum tenants and the 
rent charged for new dwellings, and rebate schemes might 
be necessary. Little use semed to have been made of the 
improvement grants provided under the 1949 Act. Attempts 
were being made to make them more attractive, but much 
depended on the attitude of the Ministry. 


1 Not reproduced. — Editor. 
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So far as new local authority houses were concerned, the 
scene had changed little, but it was evident that the building 
cost which formed the basis of the present subsidy calcula- 

ion was now far too low. The existence of 163,000 families 

requisitioned premises at an annual cost of £7 million 
showed. how intractable was the problem of requisitioned 
premises. Mofeover, the heavy and rising cost of repairs 
was a serious problem. There was scope for the investiga- 
tion of incentive bonus schemes on maintenance work, and 
the examination of methods of supervision and management 
in search of economy. 

The fixing of rents had received a good deal of publicity 
recently and differential rent schemes were becoming 
popular. Mr Atkinson thought there was still room for the 
adjustment of rents to bring them into line with present-day 
building costs. The relaxation of rent control might affect 
local authority rents. Rent levels ought to be examined 
critically every two or three years. 

. The speaker thought it in the public interest that owner- 
occupation should be encouraged; the subsidy for a new 
council house for letting was equivalent to £800. The sale 
of council houses had not been very successful, possibly 

e of the lack of a realistic rent policy. He felt that 
local authority loans might well have their rather restricted 
provisions relaxed, and the new scheme of guarantees to 
building societies deserved support. . 


Do Rates Matter ? i 


On Friday the conference was addressed by Lord Greenbill, 
O.B.E., J.P., formerly Convener of the General Finance 
Committee of the Glasgow Corporation, who said the view 
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had been frequently expressed that rates were too Bigh; 


local authority members in particular were concerned about 


the tendency of rates to increase. 
' Lord Greenhill pointed out that industry and agriculture, 
both derated, were little concerned about rates and that 
rates were not a great burden on commerce; being offset 
against tax liability. It did not appear that they were an 
intolerable burden on the householder either; rate arrears, 
on a total collection of £44 million, were under 1 per cent. 
Rates were an unavoidable burden of citizenship and could 
really only be criticized when the distribution of the burden 
was inequitable or unfair. 
` Much of the concern over the increase in rates was caused: 
by the fact that rates collected and rate poundages were so 
much above pre-war level. In fact, it had been calculated 
that rates took a lower proportion of net income now than 
they did before the war; it had been claimed that rates were 
in fact too low and that higher rates would mean less 
dependence by local authorities on government control. 
` It was unreal to worry about rates without considering 
the allied and more difficult question of valuation. The 
system of valuation was capricious and uneven, yet it was 
the basis of distribution of the Exchequer Equalization 
Grant. If rates mattered it was partly because of the un- 
avoidable consequence of two wars, and partly because of 
the reluctance of governments to reorganize the system of 
valuation. i 

Lórd Greenhill regarded the attitude to rates as a 
reflection of the communities’ sense of social values. The 
benefits of a complex modern civilization had to be paid 
for and part of the price was high rates. 


NEW LEGISLATION 


All new Acts are noted in this column,.together with those Statutory Instruments which are 

of interest to the profession. The date given indicates when an Act received the Royal Assent 

or when a Statutory Instrument becomes effective. Copies of either may be obtained through 
Gee & Co (Publishers) Lid, 27-28 Basinghall Street, London, EC2, 


STATUTES 
(2 & 3 Eliz. 2) 
1 Chapter 24: Cotton Act, 1954 


"An Act to modify the functions of the Raw Cotton 
Commission, to repeal the monopoly provisions of the 
Cotton (Centralized Buying) Act, 1947, and to make 
consequential provision as respects members, officers, 
servants and agents of the Commission; to make 
provision for enabling the Commission to be wound 
up and dissolved; and for purposes connected with the 
matters aforesaid. 


Price 4d net. April 14th, 1954. 


Chapter 28: Telegraph Act, 1954 


An Act to authorize increased charges for telegrams, 
and for purposes connected with such charges. 
Price 3d net. May 13th, 1954. 


` Chapter 29: Niall Macpherson Indemnity. ` 
Act, 1954 


An Act to indemnify Niall Macpherson, Esquire, from 

y penal consequences which he may have incurred 
“by sitting or voting as a Member of the House of 
Commons while holding the office of member of the 
London agency of the Dried Fruits Control Board of 
the Commonwealth of Australia, and to remove any 
disqualification for membership of that House by 
reason of his having held that office. 


Price 2d net. May r3th, 1954. 


Chapter 30: Protection of Birds Act, 1954- 


An Act to amend the law relating to the protection of 
birds. 
Price od net. June 4th, 1954. 


Chapter 31: Coroners Act, 1954 


An Act to amend the law as to the fees and allowances 
payable by Coroners to witnesses, to persons sum- 
moned to attend as witnesses and to medical prac- 
titioners making post-mortem examinations by the 
Coroner’s direction or at the Coroner’s request. 
Price 3d net. June 4th, 1954. 


Chapter 32: Atomic Energy Authority 
Act, 1954 


An Act to provide for the setting up of an Atomic 
Energy Authority for the United Kingdom, to make 
provision as to their powers, duties, rights and liabili- 
ties, to amend, consequentially on the establishment 
of and otherwise in connection with that Authority, 
the Atomic Energy Act, 1946, the Radioactive Sub- 
stances Act, 1948, and certain other enactments, and 
for purposes connected with the matters aforesaid. 

‘Price 9d net. June 4th, 1954. 


Chapter 33: Pool Betting Act, 1954 
An Act to regulate the disposal of moneys and to 
provide for the publication of certain accounts and 
information in connection with pool betting; to permit 
ready money bets in certain circumstances by way of 
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pool betting conducted by post and in that connection 

to repeal the Ready Money Football Betting Act, 1920, 

and to restrict the application of the Betting Act, 1853; 

and for purposes connected therewith. 

Price 6d net. June 4th, 1954. 

Chapter 34: Law Reform (Enforcement of 
Contracts) Act, 1954 


An Act to amend Section four of the Statute of Frauds, 

1677; and to repeal Section four of the’ Sale of Goods 

Act, 1893. 

Price 2d net. June 4th, 1954. 

Chapter 35: Army and Air Force (Annual) ` 
Act, 1954 


An Act to provide, during twelve months, for the 

discipline and pees of ES Army and the Air 

- Force. 

Price 2d net. June 4th, 1954. 

Chapter 37: Superannuation (President of 
Industrial Court) Act, 1954- 


An Act to provide for pensions and other superannuae 
tion benefits in respect of.service as president of the 
Industrial Court. . l 
Price 3d net, Yune 4th, 1954. 
Chapter 38: gone Court Officers 

: (Pensions) Act, 1954 


An Act to improve the pension rights of official en 
to confer pension rights on certain officers attached to 
Judges of the Supreme Court in England, or of the 
Supreme Court in Northern Ireland, and on persons 
employed in the lunacy office in N orthern Ireland, to 
amend the law with respect to the appointment and 
conditions of employment of the said officers and to 
modify certain enactments making the salary and 
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INDEX To VoL. CX XX: JANUARY-JUNE 1954 
The general index to this volume — January to June 
1954, Vol. CX XX — will be published with the second 
part of the next volume, dated July roth, 1954: The 
parts of this volume. should therefore not be sent for 
binding until the index has been added. 


Personal : 


Messrs H. J. Waucu & Co, Chartered Accountants, 
of Midland Bank Chambers, Hereford, announce that 
on June 24th, 1954, the firm’s name will be changed 
to Waren, Haines & Co. The practice will continue 
as before under the supervision of the existing part- 
ners, Mr H. J. Waucu, Soa, and Mr H. D. J. 
HAINES, A.C.A., A.T.LL, at their new premises, 15 King 
Street, Hereford (telephone, Hereford 4140), as Sch 
as at 18 Bridge Street, Kington (telephone, Kington 
220), and Market Square Chambers, _ Bromyard 
(Thursdays only). 

. Mr Rosert Go tp, Chartered Aceon 
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pension rights of officers. of those courts depend on 
their appointment with a certificate from the Civil 
Service Commissioners. l 

Price 6d net. June 4th, I 


Chapter 39: Agriculture (Miscellaneous 
Provisions) Act, 1954 

An Act to continue the power to make grants or contri- 
butions in respect of field drainage, liming and other 
matters; to amend Part IV of the Agriculture Act, 1947, 
with respect to the holdings to be treated as small- 
holdings, and to the contributions to losses of 
smallholdings authorities; to alter the manner of 
appointing nominated members of Agricultural Land 
Tribunals, and enable those Tribunals to award costs 
and to refer questions of law to the High Court; to 
amend _ the Agricultural Holdings Act, 1948, with 
respect to the operation of certain notices to quit; to 
make further provision with respect to research and 





education in sugar beet growing, to the collection oft 


waste for use as animal feeding stuffs, to preventi 

the spread of pests and diseases by imported bees and 
to the application of the Diseases of Animals Act, 1950, 
to air transport; to amend the, Seeds Act, 1920, with 
respect to the consequences of contraventions of that 
Act, and to the delivery and effect of particulars given 
thereunder; to amend the law as to agricultural wages 
of holiday workers in Scotland; and to extend the Corn 
Returns Act, 1882, to Scotland. 
Price Gd net. June 4th, 1954. 


.. STATUTORY INSTRUMENT 
The Exchange of Securities (No. 3) Rules, 1954 
(S.I. 1954 No. 726) 

These Rules prescribe the procedure with respect to 
acceptance of the offer to exchange 3 per cent National 
Defence Loan, 1954-1958 into 2 per cent Conversion 
Stock, 1988-1959. 
Price 3d net. ` 


announces that he is opening an office at 6 Wardrobe 
Place, London, EC4 (telephone: City 4005-6); he 
will also continue to practise from 12 Hillside Avenue, 
Wembley, Middlesex (telephone: Wembley 1517). 


Messrs CRANE, CHRISTMAS & Co, Chartered 
Accountants, late of 46-47 London Wall, London, 
EC, announce that they have removed their offices 
to 70 Old Broad Street. Telephone: Avenue Cer? 


Professional Notes 


Dr J. M. S. Risk, PH.D., C.A., F.C.W.A., A.C.1.8., has 
been appointed controller of accounts of The Brush 
Group Ltd, and a director of Associated British Oil 
Engines Ltd. He will be taking up_his duties 
July rst. At one time, Dr Risk was on the staff “of 
leading firm of industrial consultants, and subse- 
quently became head of the Department of Industrial 
Administration, Royal Technical College, Glasgow. 
Since - 1949 he has been chief accountant of the 
Southern Gas Board. 

Mr Maurice Tattersfield, A.C.A., F.C.C.S., who is 


\ 


May 3Ist, T954._ 
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succeeded by Dr J. M? Risk; PH.D., CA., FLC.WiA:, 
A.C.I.S.; as controller of aécounts: of The Brush Gtoup 
Ltd, is now. deputy managing director of" Brush 
MPiectrical Engineering Co Ltd, Loughborough. © ` 
Mr H.-.C.. Swindall,. c.A., has been’ appointed 
marketing accountant and Mr A..A. E. Morgan, 
A.C.A., cost accountant, oi Shell-Mex and B. E Ltd. > 


NM 


In Parliament 


: PERSONAL 'T'AXATION: KENYA: 
Sir R. ACLAND asked the Secretary of State for. the 
Colonies whether he will publish a statement showing 
the total sim that will be payable in income tax, plus 
additional surcharge, plus personal tax, in the present 
financial year in Kenya by unmarried men, by married 
men with no children, by married mén with one, two 
and three children, respectively, when their incomes 
£500, £1,000, £2,000, £5,000 and £10,000 

respectively, the incomes being taken as earned 
incomes, -and it-being assumed in all cases that "he 
Bill to: amend the income tax, surcharge rates, etc., 
now published in Kenya, will be passed without 
amendment. 

Mr LYTTELTON: Yes. The tax payable during hg 
financial year 1954-55 will be as follows: 


ys 


Married, three children. . 


'- Hansard, June 16th, 
142~4. 


1954. Written Answers. Cols. 


Coal Compensation 


Eeer issue of 34 per cent Treasury Stock 1977-80 
as made on June 15th in satisfaction of compensa- 
tion amounting to about {20 million due to certain 
undertakings under the Coal Industry Nationalization 
Act, 1946. The ‘Treasury have determined in accord- 
ance with Section 21 (3) of the Act, that f,100 of the 
stock is equal in value on June x sth 1954, to £96 5s 
of compensation due. 


Association of Certified and Conies 
Accountants 
SHEFFIELD AND DISTRICT STUDENTS’ SOCIETY 


A highly successful week-end school arranged by the 
Sheffield and District Students’ Society of the 
Association of Certified and Corporate Accountants’ 
was held recently at Wortley Hall, near Sheffield. ` ` 


The director of studies was Mr V. S. Hockley, B.COM., 
C.A., A-A.C.C.A., of London, who gave all the lectures 
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_ except that on mercantile law, whichiwas given by’ Mr 
~ B..Holt, LL.B., of Sheffield. The subjects dealt with included: 
accountancy: principles, company accounts, auditing, and. 
executorship law and accounts. There was also a ‘brains’ 
trust? under the chairmanship of Mr‘ Lindon ‘Willis, 
A.A.C.C.A., President of the Society. 


The Institute of Internal Auditors ` 
‘London Chapter 


At the sixth annual general meeting of the London 
Chapter of the Institute of Internal Auditors held at 
The Kingsley Hotel, London, WC1, on June’ 16th, 
the following were elected as Chapter officers and 
governors for the year 1954-55: 

` President: Mr A. H. Abbot. `": 

Vice-President: Mr O. A. Mackinnon, C.A. 

Secretary: Mr J. Prince, A.C.A., A.C.L8., Ford Motor Co 
Ltd, Dagenham, Essex. (Telephone: Rainham 3000.) 

Assistant Secretary: Mr D. G. Jarvis. 

Treasurer: Mr T. W. Sly, A.S.A.A. l 

Governor (two-year term): Mr H. E. Osborn, B. COM., C.A. 

Governors (three-year term): Messrs R. C Bedford, 
A.C.A., and F., H. C. Funnell, A.C.A. 

The four most recent Chapter Presidents, Messrs P. B. 
Hills, a.c.1.s., H. W. Parker, A.C.A., A. L. Watson and 
R. A. Reid, C.A., together with Messrs G. E. Hindshaw 
and J. A. Robinson, A.C.A., are also governors of the 
Chapter, f l 


Scottish Student’s Success 


Mr John Calman Shaw, an apprentice with -Messrs 
Graham, Smart & Annan, C.A., took first place and 
the class medal in Accounting and Business Method IT 
at : the University of Edinburgh i in 1953-54 


Institute of Actuaries 


The annual general meeting of the Institute. of 
Actuaries was held in the Hall of the Chartered 
Insurance Institute, 20 Aldermanbury, EC2, on 
June 14th, the President, Mr W. F. Gardner, GER, 
occupying the chair. - 

‘The annual report of the Council which, with the 
accounts, was adopted, shows the total membership 
on-March 31st; 1954, as 2,112 — an increase of 33 for 
the year. The total is composed as follows: 793 
fellows, 291 associates, 1,016 students and 12 
corresponding members. 

A licence has now been ‘granted for the rebuilding 
of Staple Inn Hall and the offices of the Institute 
destroyed by enemy action during the war, and it is 
hoped that they ma be ready for occupation within 
the next two years. 

The President for the ensuing year is Mr LF, 
Bunford, M.A. 

A ballot to fill five vacancies on the Council 
resulted in the election of Messrs F. W.. Bacon, 
L. SEN 5. F. Isaac, J. B. H. Pegler and W. Perks. 
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. Institute of Arbitrators 


Mr J. R. W. Alexander, C.B.E.; M.A., LL.B., F.C.LS., 
was re-elected President of the Institute of Arbitrators 
at the annual general meeting of the pasate held in 
London on June 17th, 


Our Contemporaries 


THe New York CERTIFIED PUBLIC ACCOUNTANT (May). 
‘Relationship between industrial accountants and C.P.A.s,’ 
by Alden C. Smith, c.p.a. 

THE BANKER (June.) “The economics of dependency: 
Burden of pensions in perspective’, by Leo T. Little. 


Other, Publications Recetved 
JOURNAL OF ACCOUNTANCY. (New York.) (June.) 
THE ACCOUNTING Review. (New York.) (May.) 
Dre WIRTSCHAFTSPRÜFUNG. (Stuttgart.) (June.) 


SEVENTY-FIVE YEARS AGO 
_., From Uhe Accountant or JUNE 287TH, 1879 
Letter. to the Editor of ‘The Accountant’, entitled .. 
SOLICITORS AND ACCOUNTANTS 8 
Sir,—In a recent liquidation case, the debtor’s solici- 
_ tor issued a long rambling circular to the creditors, 


THE ACCOUNTANT 


and one paragraph is as follows:—“‘In order to place 
the estate beyond the reach of accountants and other 


busy.-bodies, who are found in every case of Se, 


touting for proofs and proxies, and then using thè 
for their own purposes.” Further on an offer of 7s, 6d. 
per pound is made, 2s. 6d. cash, and 2s. 6d. at two 
months, and 2s. 6d. at four months, both secured. 
At the meeting an offer of 5s. per pound was made 
payable at four, eight, and twelve months, the Zast 
instalment only secured, and those creditors, who mis- 
led by the circular, placed their support in ‘the hands 
of the debtor’s solicitor, found that instead of being 
used to vote for the 7s. 6d. they were applied in the 
debtor’s interest for the 5s. 
| eek: the meeting, after great pressure, 6s. 6d. 
ffered but not accepted, though the debtor's 
echte in order to induce me to vote for it (and this - 
would have given him the statutory majorit 
offered to give me the trusteeship if I would do so. 
think any comment is superfluous. 


Yours, &c., 
_ ONE OF THE TOUTERS. | 


LONDON STUDENTS’ COLUMN 


. News: from the London Chartered Accountant Students’ ‘Committee ` 


Meeting with the President and 
Vice-Presidents 


Sir Harold Gillett, the President, and several Vice- 
Presidents, were present at an informal gathering at the 
City of London Club on June 3rd to meet the committee 
and other officers of the Society. The occasion was a 
very helpful one in furthering understanding and co- 
operation between those SE for the affairs of 
the Society. 


Residential Coursë 


The residential course at Balliol College, Oxford, will 
run from Thursday, September 23rd to Sunday, Sep- 
tember 26th, and will include lectures and discussions 
on deceased estates, taxation, presentation of accounts, 
consolidation of accounts, and management accounts, 
It is hoped to issue a programme of the course in the 
near future and any inquiries meanwhile will be 
welcomed. 


London and District Society 


Mr W. K. Wells has been reappointed representative 
of the Society on the committee of the London and 
District Society of Chartered Accountants, and Mr 
Bacon, Mr Watson and Mr Whyte continue as mem- 
bers of the joint, committee with the District Society 


for 1954-55. 


Sports: Sauash Rackets and Badminton 


The squash season for 1953-54 was not so successful 
as that of 1952—53 as far as results were concerned. Out 
of ten games played, two against Dolphins S.R.C. and 
one each against Coolhurst S.R.C. and Old Marl- 
burians were won, while the remainder, against Lloyd’s 


S.R.C., the Bar, ‘Cumberland L.T.C., and Mill Hill~ 


School (2). were lost. Those lost were mostly by a wid 
margin and it is clear that the talent in the Society has 
not yet fully appeared. 

During the winter the Society played six badminton 
matches. Two against University College were lost, 
against Barclays Bank two were won and one was lost, 
and one won against King’s College. After the Novem- 
ber examinations more members became available and 
the standard improved considerably after a mediocre 
start. A trial game will be held atthe beginning of next 
season and all members interested in playing should 
contact Mr J. L. King. 


Blazer Badge 


In response to suggestions from students it- has been 
decided to add the letters C.A.S.S.L. to the blazer 
badge, when present stocks are exhausted. It is felt that 
the small extra cost involved will be justified by the 
improved appearance of the badge. 
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MESSAGE FROM THE 
PRESIDENT 


S President of The Institute of Chartered 
Accountants of Scotland I am delighted to 
have this opportunity of expressing, on the occasion 
of the Institute’s Centenary, good wishes to the 
members of the Institute throughout the world 
and also to members of other organizations of 
qualified accountants. 

The accountancy profession has within my life- 
time grown greatly in numbers and has assumed 
ever-increasing responsibilities. I am confident 
that in the future these processes of growth will 
be continued. 

Although The Institute of Chartered Account- 
ants of Scotland is the oldest body of Accountants 
in the world, its centenary is a time at which one 
must not only look backwards but also forwards. 
We must be vigilant in maintaining those high 
standards of conduct and skill which our pre- 
decessors have set for us, and we must be constantly 
alive, not only to the essential requirements of a 
broadly based system of education, training and 
examination, but also to the needs for subsequent 
specialization in many fields. 

Our profession, though comparatively young, 
is based on firm foundations and we look to the 


future with confidence. e 
SE 
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Congratulations / 


—TO THE CHARTERED ACCOUNTANTS OF 
SCOTLAND on the centenary of their foundation. 
They may well feel a justifiable pride in having served 


industry and commerce so effectively for so many years. 


KS 3 


During the latter part of this period, Burroughs have 





been assisting them by making the routines of business 
less laborious. The first Burroughs factory in Britain 
was established in 1898 at Nottingham: since 1950 its 
output has been swollen by that from the great new 


factory at Strathleven. Together they produce many 
different models of Burroughs machines for all office ` 
routine figuring and record-keeping work. These 
machines are helping business all over the world. 

‘Burroughs hope that they may always continue to 
work in close co-operation with Accountants, as they 
have done in the past. 


=») uUrroughs 


8 LOWTHER TERRACE, KIRKLEE, GLASGOW W.2 (KELVIN 2251/5) 





IL RUTLAND SQUARE, EDINBURGH l (FOUNTAINBRIDGE 6363) 
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= WITHOUT PRECEDENT 


HE first word to be said about the 
memorable occasion of the centenary of 
The Institute of Chartered Accountants 
of Scotland is ‘congratulations’ — congratulations 
to the President, Mr J. L. SOMERVILLE, C.A., 
F.R.S.E., to the Vice-President, Sır Lan BOLTON, 
Bt., O.B.E., H.M.L., J.P., C.A., to the convener of 
the centenary committee, Mr W. I. FRENCH, 
D.S.O., O.B.E., T.D., C.A., and the members of the 
committee, to the secretary, Mr E. H. V. 
McDovuca.1, to the assistant secretaries, Mrs 
A. B. DALE GREEN, M.B.E., and Mr Tuomas R. 
MOFFAT, C.A., and to Mrs Rosemary Hall and 
all the other officials and staff who, by working 
far into the night for many weeks, succeeded in 
attaining their object of putting the celebrations 
among the most notable events in the long history 
of the profession and of giving the many dele- 
gates from overseas, guests and members, a 
welcome that will for ever remain clear in their 
memories, 
About 2,000 people, including representatives 
from no less than forty-four sister accountancy 





SIR IAN FREDERICK CHE 





OLTON, Bt, O.BE. H.M.L., J.P., CA. 


bodies, joined in the rejoicings which were held 
in Edinburgh. There were also celebrations all over 
the world wherever members of the oldest 
organized body of professional accountants are to 
be found. l 

In recent issues of The Accountant we have 
referred to the history of the Institute and 
to the various ways in which this great professional 
event — for which, as the PRESIDENT said, there is 
no precedent — was to be observed, __ 

The growth in the work of the chartered 
accountant and the enormous increase in the 
scope of his professional activities have been 
placed before our readers in our columns as the 
years have rolled by. On this eventful occasion, 
the marked progress in the acceptance by the 
public of the chartered accountant as a guide, 
philosopher and friend, has been stressed by men ` 
distinguished in public life, here and abroad. 

We are sure our readers will join us in offer- 
ing heartiest congratulations to the Institute of 
Chartered Accountants of Scotland on reaching 
its centenary. 





Vice-President, The Institute of Chartered Accountants of Scotland 


l j 
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THE CENTENARY CELEBRATIONS | 
WEDNESDAY, THURSDAY AND FRIDAY, JUNE 16th-18th, 1954 


The official proceedings of the centenary celebra- 
tions started on Wednesday, June 16th, with a 
service ‘of commemoration and thanksgiving held 
in St Giles’ Cathedral, conducted by the Very Rev. 
Charles L. Warr, K.C.V.0., D.D., LL.D., Dean of the 
Thistle and Chapel Royal, with the Rt. Rev. K. C. H 
Warner, D.S.0., D.D., Bishop of Edinburgh. 

The service was attended by magistrates of the 


City of Edinburgh and representatives of the Univer- 
sity who came in full procession from the City 
Chambers; members of the Council of the Institute — 
who joined the procession inside the cathedral - 
representatives -and delegates, members of the 
Institute, apprentices and ladies. The congrega- 
tion, excluding members of the public, totalled 
about 700. 


OPENING. SESSION 


My Lords, Ladies and Gentlemen: 

There falls to me as President of The Institute of 
Chartered Accountants of Scotland the very great 
privilege of presiding at this opening session of the 
celebrations in honour of our Institute’s centenary. 

We approach this centenary with reverence and 
humility and with a sincere respect and appreciation 
of the foresight of our predecessors — those far- 
sighted citizens of Edinburgh and of Glasgow who, 
in their wisdom over a hundred years ago, formed 
themselves into professional organizations. The 
grant of the Royal Charter quickly followed, and 
from these beginnings there has sprung a great 
profession. 

I and my colleagues on the Council of the Institute 
are deeply sensible of the honour that has been 

e to us by those distinguished gentlemen who 
SC great kindness have come long distances to 
attend our centenary; and the presence of so many 
delegates from other accountancy organizations greatly 
encourages us in our faith for the future of the 
profession. We are also most appreciative of the 
messages of congratulation and good wishes which 
we have received from kindred bodies, some of whom 
are unable to be represented here today. Iam glad 
to welcome the members of our Institute and our 
apprentices. We also welcome the ladies who 
accompany our guests and our members. 

In the Institute’s centenary year we are celebrating 
the grant in 1854 by Queen Victoria of the first 
Royal Charter granted to any organization of 
accountants. The Council of the Institute accordingly 
felt that it would be fitting that on the occasion of our 
centenary we should send to Her Majesty Queen 
Elizabeth II a loyal and dutiful address. Address in 

following terms was accordingly submitted: 


“UNTO THE QUEEN’s Most EXCELLENT MAJESTY: 


‘May it please Your Majesty. We, Your Majesty’s 
dutiful subjects, the President, Vice-President, 


Council and Members of The Institute of ‘Chartered’ 


‘ Accountants of Scotland, on the occasion of the 
celebration of the Centenary of the Institute, beg 
. eave to offer to Your Majesty our humble duty and 


THE PRESIDENT’S ADDRESS 


the assurance of our loyal devotion to Your Throne 
and Person. 

‘It is a matter of great pride to us that Royal 
recognition has been given to the oldest organization 
of Accountants in the world by the grant of the 
Royal Charter of 1854 by Your Majesty’s Great- 
great-grandmother Queen Victoria, of happy ` 
memory, and of the Supplementary Royal Charter 
of 1951 by Your Majesty’s illustrious father King 
George VI. 

‘Our pleasure in our Centenary celebrations is 
greatly intensified by our joy at Your Majesty’s 
safe return from an historic tour of the Common- 
wealth during which there has been such abundant 
proof of the indissoluble ties which bind Your 
Majesty’s subjects in Loyal duty to the Crown.’ 


I have received a letter from Sir Charles Cunningham, 
the Secretary of the Scottish Home Department, 


‘stating that the loyal address has been laid before the 


Queen and that Her Majesty was pleased to receive 
it most graciously. 

We are celebrating the centenary of the oldest ` 
existing body of accountants in the world and some 
of our guests have been good enough to say that they 
look upon this occasion as the centenary of the 
modern accountancy profession, in the foundation of 
which Scotland led the world. , 

We shall do our best to see that our visitors have 
a happy time during their stay in Scotland, and if 
they. enjoy themselves then we shall be satisfied. 
Unfortunately, time does not permit of our hearing 
a speech from each of our guests, and we have 
therefore taken it upon ourselves to ask only a few 
of them to speak later in the proceedings. Those who 
will not be called upon this afternoon will, however, 
have the pleasure of being able to relax while their 
colleagues do the work an arrangement which 
many of us try to bring about in the conduct of our ` 
own professional work but unfortunately often fail 
to achieve. 

I now propose to call on the secretary to read the ` 
names of our guests and the organizations which ' 
they represent, taking them in alphabetical order by 
countries and by organizations, and I would ask each 
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guest, as his name is called, to rise so that he may be 
made known to the rest of the company. 
-Here the Secretary, Mr Victor McDougall, read out 
anes which are reproduced elsewhere in this supplement. 
' I wish to say something more about the occasion 
that we are celebrating. In 1854 a Royal Charter was 
granted to The Society of Accountants in Edinburgh 
and in 1855, The Institute of Accountants and 
Actuaries in Glasgow received its Royal Charter. 
The members of those bodies chose the phrase 
‘chartered accountant’ as descriptive of themselves, 
and in 1867 they were joined by a third body of 
Scottish chartered accountants— The Society of 
Accountants in Aberdeen — which received its Royal 
Charter in that year. In 1951 when it was decided to 
amalgamate the three societies, the Glasgow Institute 
and the Aberdeen Society surrendered their Royal 
Ahartëre, and their members became members of 
what was originally called The Society of Accountants 
in Edinburgh and is now called more appropriately 
The Institute of Chartered Accountants of Scotland. 
Our members continue to use and take pride in the 
description ‘chartered accountant’ and the designatory 
letters ‘C.A.’ which follow their names. 

The grant of a Charter was no warrant of monopoly. 
The future of a great profession was not created by 
letters. after a name, but by industry, integrity and 
service; and we can say without fear of contradiction 
that our founders created an honourable profession 
and a designation known and respected all over the 
world. In the intervening years the profession has 
been served by a succession of accountants — many 
of them distinguished in their day — who by their 
professional skill and labours have -extended its 
influence and increased its usefulness. 


I do not propose to go into the history and the - 


present position of the profession. The story of the 
chartered accountants of Scotland is recorded in 
the centenary book which has just been published by 
the Institute. I wish, however, to commend the book 
to members of the Institute and apprentices because, 
young as our profession may be, it is well that each 
of us should know as much as possible of its history 
and traditions and the standards which it behoves us 
to maintain. 

This morning, as I am sure that you will agree 
was fitting, our centenary ceremonies opened with a 
service of commemoration and thanksgiving in St 
Giles’. 

Suitable arrangements have, we hope, been made 
for the entertainment of our guests and our members 
during these celebrations, and on Friday, during the 
forenoon, there will be a plenary session in the 
SC Rooms at which two papers will be read, 
‘the-first by Professor Robert Browning, whose subject 
is “The history and development of the accountancy 


profession in Scotland’, and the second by Mr Ian". 


Morrow, who will speak on “The accountant in 
modern society’. 

During the whole of this period — and indeed for 
next week also — there is open at our headquarters at 


27 Queen Street, an exhibition which I feel sure will 
be of interest to every accountant. The exhibition is 
designed to illustrate some of the changes that have 
taken place down the centuries—for example, it 
includes an abacus, tally-sticks, early accounting 
machinery, modern accounting machinery, many old 
books from many countries, and so forth. I hope that 
our guests and many members of the Institute will 
visit the exhibition and during the celebration period 
use the Institute’s hall as a meeting place. I may say 
that you will be able to have your morning coffee 
and afternoon tea at the Institute’s hall. 

Almost exactly half of our members are outwith 
Scotland and nearly a thousand of them are overseas, 
whither they have gone in the service of their 
professional vocation. I am glad to say that many of 
our overseas members who are not able to be with us 
here today are having their own gatherings in 
celebration of our centenary. Tomorrow, June 17th, 
there are to be held a luncheon in New York, a 
dinner in Salisbury (Southern Rhodesia) and a 
cocktail party in Suva (Fiji). On Friday, June 18th, 
dinners are to be held in Calcutta, Cape Town, 
Colombo, Johannesburg and Montreal. ... 

As you will have realized, in planning the centenary 
celebrations we have taken the view that after a 
hundred years we have earned the right to some social 
pleasures and have not allowed deliberations on 
strictly professional subjects to intrude very much in 
our activities on this occasion. Accordingly, in this 
birthday atmosphere, you will not expect me to 
detain you with weighty pronouncements upon deep 
matters of financial or governmental policy or account- 
ing principles. It only remains for me to wish our 
guests, our membérs and our apprentices an enjoyable 
time during the centenary celebrations and I hope 
that when our guests return home they will take with 
them pleasant recollections of Scotland. 

I cannot, however, close these remarks without 
stating what I profoundly feel, that our Institute, 
which owes so much to those who have gone before, 
and which has attained the honourable distinction of 
one hundred years of age, is well placed to begin its 
second century. We live in times when the inter- 
national horizon is by no means clear, and wars and 
rumours of wars are necessarily much in our thoughts. 
Yet never was there a time when the peoples of the 
free world more ardently desired peace. We account- 
ants as a body are not statesmen or politicians, but 
I know that we are all prepared to make what 
contribution lies in our power towards the cause of 
peace. This we can and will do by helping to foster 
not only the economic stability of our own countries 
but also friendly and fruitful trade relations among 
the nations. In this work we of the Scottish Institute 
are ready to take our part. We have a great tradition 
of service to the community, not only in Scotland 
but in every part of the world; and it is with a full 
consciousness of our responsibilities that we dedicate 
ourselves anew to those higher aims that animate 
us all: 
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i Congratulations 7 
from the ‘General? 
to the Institute of 
Chartered A eem untants 


of Scotland 


X 


As an Insurance Company founded in Scotland and now 
‘known throughout the world, the “General” —holding in high 
esteem its close associations with many of the members—extends best wishes 
and congratulations to the Institute of Chartered Accountants 
of Scotland on the occasion of its centenary. 


X 
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A view of the platform party 
during the President’s address 
of welcome on Wednesday 
afternoon 





Lë delivering his 
ddress of welcome at the 
Isher Hall on Wednesday 
fternoon. Mr E. H. E, 
IcDougal, Secretary of the 

Institute is on his left 





A section of the audience at: 
the Usher Hall on Wednesday 
afternoon 
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Congratulations 


The Scots have made their con- 
~~ tribution to many enterprises in 

the past hundred years, nowhere 

has this contribution been more 

significant than in the field of 
- Accountancy. 

To the Institute of Chartered 
Accountants of Scotland we ofter 
our congratulations in this Cen- 
tenary Year. We have passed our. 
hundredth birthday, but like you, ` - 2 


we are still progressing. 


SCOTTISH AMICABLE 
LIFE ASSURANCE SOCIETY 
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MESSAGES OF GREETING 


[he President’s address was followed by messages of 
zreeting from the following speakers: 
Mr Donald V: House, F.C.A., President, The Institute 
of Chartered Accountants in England and Wales. 
Mr Patrick Butler, F.c.a., President, The Institute of 
Chartered Accountants in Ireland. 

Mr Bertram Nelson, F.8.a.A., President, The Society 
of Incorporated Accountants and Auditors. 

Mr W. MacFarlane Gray, F.a.c.c.a., President, The 
Association of Certified and Corporate Accountants. 

Mr Walter J. Macdonald, r.c.a., President, The 
Canadian Institute of Chartered Accountants. ` ` 

Mr R. A. Irish, F.c.a., The Institute of Chartered 
Accountants in Australia. 

Mr Morris S. Spence, M.B.E., C.A., F.P.A.N.Z., New 
Zealand Society of Accountants. . 

` Mr Kenneth M. Lewis, F.c.a., President, Rhodesia 
Society of Accountants. 

Mr R. Besancon, ec. drs., President, Nederlands 
Instituut van Accountants. 

Mr J.. Harold Stewart, L.M., GPA, The American 
Institute of Accountants. 


Mr House said: 


Mr President, ladies and gentlemen, 
First of all, may I be allowed to congratulate you, 


sir, most warmly and sincerely upon the honour ` 


which, as was announced last week, Her Majesty the 
Queen is to confer upon you. We all know how well 
you have merited the distinction and we are happy 
that it has been given to you in what is such a moment- 
ous year for the profession. (Applause.) ` 

You will have received the formal, but none the less 
sincere, resolution of congratulations which was passed 
by the Council of The Institute of Chartered Account- 


ts in England and Wales at their meeting.on June ` 


d, 1954. As President of a body of chartered account- 
ants which, although it has not yet reached the vener- 
able age of the Scottish Institute, has passed the 
allotted span by four years, and at your kind invitation, 


V 


The centenary banquet was held in the Assembly 
Rooms on Wednesday, with Mr Somerville in the 
chair, and was attended by a lags and distinguished 
company. 

Among those present were the Rt. Hon. John G. 
Banks, c.B.£., Lord Provost of Edinburgh, Sir James 
Gilchrist, Q.C., M.A., LL.B., Sheriff Principal of the 
Lothians and Peebles, His Grace the Duke of 
Hamilton and Brandon, P.C., K.T., G.C.V.O., A.F.C., 
_ 4L.D., F.R.G.S., D.L., the Rt. Hon. Lord Cooper, P.C., 
ae. M.A., LL.B., F.RS.E., F.RAS., Lord Justice 
General of Scotland and President of the Court of 
Session, Mr Donald V. House, F.c.a., President, The 
Institute of Chartered Accountants in England and 
Wales, Mr Bertram Nelson, F.s.a.a., J.P., President, 
The Society of Incorporated Accountants, Mr W. 
MacFarlane Gray, F.a.c.c.a., President, The Associa- 


I now have the honour, personally, to bring warm 
greetings from your colleagues in another kingdom 
and in the principality together with their best wishes 
for the success of this most memorable occasion. 
Although few in number, compared with other 
societies, the members of the Scottish Institute set 
and preserve a high standard of knowledge and 
integrity. Scottish chartered accountants have played, 
and will continue to play, an important part in the 
development of the profession throughout the world, 
and their qualities are recognized by the fact that 
many now occupy leading positions, not only in thé 
profession itself, but also in commerce, banking, 


„industry and the like, both at home and abroad. This 
` centenary, the first in the history of the accountancy 


profession, marks the record of the past and sets the 


objective for the future. 


I would like to express appreciation and hunks for 


> your stimulating opening address and your very kind 


welcome to us. We look forward with keen pleasure to 
the further benefits, not only to mind but also to body, 
which are to be offered to us during these three days 
of celebration in your beautiful capital city. The more 
often that we can meet and the more of us that do 
meet, the better we shall be able to understand each 
other’s difficulties amd the better it will be for thé 
advancement of our profession which, as is evidenced 
by the number of representatives from the many 


_ countries assembled here for this centenary, has 


spread all over the world. (Hear, Hear.) 

I wish to express also, to the organizers of this 
occasion and in particular to the Secretary, Mr Victor 
McDougall, our appreciation of all the hard work 
which they have put in to make these celebrations a 
success and to make our visit happy and interesting; 
I would also thank the authors of the papers which 
are to be read to us on Friday for the time and trouble 
that they have taken’in their preparation. 

As there are others to reply, I will take up no more 
of your time except once again to thank you for youi 


‘generous hospitality. (Applause.) 


CENTENARY BANQUET | 


tion of Certified and Corporate: Accountants, Mr W, 
E. Harrison, F,c.w.A., President, The Institute of 
Cost and Works Accountants, and Sir John Imrie; 
C.B.E., M.A., B.COM., J.P., F.I:M.T.A., F.S.A.A, Past 
President, The Institute of Municipal Treasurers 
and Accountants. 

The toasts of “The Queen’ and ‘Heads of State of 
Other Countries here Represented’ having been pro- 
posed by the chairman, the toast “The City and Royal 
Burgh of Edinburgh’ was given by Mr N. Loyall 
McLaren, c.P.A., A.B., Past President, The American 
Institute of Accountants who said in the course of 
his speech: 


_It is a rare privilege for someone like myself to come 
from California to Scotland on an occasion like this to 
propose the toast of the City. and Royal Burgh of 
Edinburgh. This city has meant much. in the develop- 
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Congratulations from 


Congratulations, indeed. We cannot claim to have enjoyed a.century’s assoctation 
with the Chartered Accountants of Scotland, but we are proud of the service we have 
given them since 1926. From that year, when we opened a small office in Wellington 
Street, Glasgow, our history has been one of continual expansion, as is revealed ` 
by the list of our present establishments in Scotland. From these addresses . .. 


THE BRITISH TABULATING 
MACHINE COMPANY LTD 


. .. Hollerith service is given to an ever-expanding group of Scottish industries, 
including ferrous and non-ferrous metal products, industrial machinery, domestic 
apparatus, marine engineering, chemicals, boots and shoes, rubber manufactures, 
insurance, transport and distribution. In addition, Hollerith is giving material 
assistance in the control of national and municipal finance. l 


in Scotland 


If you would like to know more about 
the latest developments in Hollerith, 
you are invited to see demonstrations 





at any of the following offices: 


Scottish Regional Office: 13-17 Renfield Street, Glasgow, C.2. Telephone: City 6626 


District Sales Offices: 
174 Market Place, Aberdeen. Telephone: 51462 > 
6 Rutland Square, Edinburgh, 1. Telephone: Fountainbridge 6201/2 } 
13-17 Renfield Street, Glasgow, C.2. Telephone: City 6626 


Head Office: 17 Park Lane, London, W.1 


Aj546/158 
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ment of civilization. This city as well as Scotland has 
sent out its sons to the four corners of the world to 
inculcate the principles of integrity, business acumen 
yad thrift which have made this country great through- 
“out the centuries. In the country we call America no 
single group has been more important in developing 
our modern business life than the blood which we so 
proudly claim as part of America today that comes 
from Edinburgh and from Scotland. (Applause.) 

This city is breath-taking in its beauty. In the words 
of my clansman, Moray Macdonald, ‘Nature and man 
have combined to make it so’. But even the foreigner 
who has never visited Scotland owes this city a great 

. debt of gratitude, because it has given the world Sir 
Walter Scott, Robert Burns, and Robert Louis 
Stevenson. (Applause.) Every English-speaking child 
has derived inspiration from the great works of Sir 
Walter Scott. 

Robert Louis Stevenson, as some of you may 
remember, spent a considerable portion of his later 
life in California, where I live, and it is an indication 
of the respect and affection that the people of California 
have for Robert Louis Stevenson that a number of 
years ago the house in which he resided-in California 
was dedicated as a permanent State monument to him. 
(Applause.) 

The city of Edinburgh may truly be called the birth- 
place of professional accountancy. It is therefore a 


peculiar pleasure that we should be here from the four . 


corners of the globe on this auspicious one-hundredth 
anniversary occasion. Every one of your guests has been 
tremendously impressed with the proceedings today, 
and your friendliness, your kindliness and the pains- 
taking attention to detail of your officers. 

In conclusion, gentlemen, I give you “The City of 
Edinburgh’, a city of beauty, friendliness and under- 
standing. (Applause.) 


The Author of the Waverley Novels 


4The Rt. Hon. John G. Banks, c.B.z., the Lord Provost 
of Edinburgh, responded. He warmly congratulated 
the Institute on attaining its centenary and said: 


These premises in which you are now assembled 
were the scene on Friday, February 23rd, 1827, of an 
_ historic occasion when a company of three hundred 
gentlemen were gathered at the first festival of a 
charitable fund for decayed performers, organized by 
Mr William Murray, manager of the Edinburgh 
Theatre. 

A certain Lord Meadowbank was the chairman, and 
the distinguished guest of the evening was Sir Walter 
Scott. 

The chairman said: ‘I beg leave to propose a toast. 
The minstrel of our native land, the mighty magician 
who has rolled back the current of time, and conjured 
up before our living senses the men and the manners 
of days which have long passed away, stands unveiled 
to the eyes and hands of his affectionate and admiring 

countrymen — it is a fame no longer confined to the 
sab oundaries of a remote and comparatively obscure 
country, he it is who has conferred a new reputation 
on our national] character and bestowed on Scotland an 
imperishable home.’ 

Sir Walter replied, in his admission of authorship 
of the Waverley novels: 

‘I certainly did not think in coming here today, that 
T should have the task of acknowledging before three 
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hundred gentlemen a secret which, considering it was 
communicated to more than twenty people, has been 
remarkably well kept. 

‘I have now to say, however, that the merits of these 
works, if they had any, and their faults, are all entirely 
imputable to myself,’ 
and he quoted Macbeth: 

‘I am afraid to think what I have done, 
Look on’t again I dar not.’ 

Gentlemen, would it be a piece of fantasy to suggest 
that the great author of the Waverley novels, whose 
financial affairs became somewhat embarrassed, and 
who no doubt required the services of an accountant to 
come to his aid, may perchance be looking down this 
evening on a somewhat different.scene? 

May I say how honoured we, are to have you with 
us and may I wish the inauguration of your second span 
of life every possible success. (Applause.) 


His Grace the Duke of Hamilton and Brandon, 


. P.C., K.T., G.C.V.0., A.F.C., LL.D., F.R.G.S., proposed the 


toast of ‘The Institute of Chartered ‘Accountants of 
Scotland’. He said: 


This great and unusually distinguished gathering, 
is representative not only of the accountancy profession, 
but also of many other learned and eminent bodies who 
have come along to celebrate with us this evening. 

It is with much pleasure, but with a great deal of 
diffidence that I rise to propose this toast tonight, for 
I possess few qualifications indeed for addressing so 
learned and so highly technical a company. 


Sound and Thoughtful Advice 
Accountancy, and all the complicated mathematics of 
which that learned profession are past-masters, is 
uppermost in all our minds. I can assure you that it has 
been very much uppermost in my mind. Only yesterday 
I glimpsed in the near distance, a very distinguished 
member of the Institute — who is now sitting not far 
from me. I pursued him to solicit his help, for never 
did I need his assistance more urgently than on the eve 
of this great occasion. He kindly and considerately 
advised me to remember that two and two still make 
four. (Laughter.) 

But you know, in spite of this sound and thoughtful 
advice, I am rather ruefully reminded that the race of 
Lowland Scottish adventurers from which I come, 
were accustomed to settle their accounts, in somewhat 
unmathematical and summary a fashion~a fashion 
which obviated completely the necéssity of adding 
them up! (Laughter.) 

Far be it from me here tonight to suggest that they 
were right—the presence of this august audience is 
ample testimony to the supefior value of a more 
scientific method’— soundly based on the first rule of 
arithmetic. (Laughter.) 

As far as the present generation is concerned, I must 
confess that, for my own part, in my early days I 
concentrated on such elementary tasks as learning to 
fly aeroplanes, and how to get myself returned to 
Parliament. 

In spite of such comparatively simple pursuits, I 
have graduated to at least an unbounded admiration 
for a profession whose lucidity and skill ~ I have found 
from experience — can throw light and order on the 
most complicated problems, and under the most dis- 
orderly conditions that even modern governments can 
devise. (Applause.) 
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Scotland in the Fore 


I have, however, one qualification for my task — that of 
being a Scotsman (hear, hear) — and I am proud indeed 
to come hére tonight to celebrate an occasion in which 
my countrymen must feel special pride. 

‘Second to none’ is a title we proudly claim on many 
counts — and with certain justification, for Scotland has 
been to the fore in not a few fields — ranging from heavy 
engineering to the production of encyclopaedias, 
marmalade and whisky. (Laughter.) To mention but a 
few good things —and not the least in adventuring, to 
some advantage, to the furthermost corners of the 
globe. (Applause.) 

And now tonight we are gathered from ‘a’ the airts’ to 
celebrate the fact that Scotland was first in yet another 
field ~ in that of professional accountancy. 

One hundred years ago The Institute of Chartered 
Accountants of Scotland was founded, the Royal 
Warrant for the incorporation of the Society in Edin- 
burgh was given, and now the Institute has members 
all over the world. 

It is indeed a happy occasion for us tonight when we 
welcome a gathering so representative of the successful 
and rapid advance and great achievements of the 
accountancy profession. 

I should like, if I may, to congratulate those respon- 
sible: for deciding to mark so appropriately this 
centenary landmark. In the long run, I believe that 
some of the greatest advantages of any institute, society, 
profession, or service, can have are those provided by 
a tradition. 

He continued: 


Complex Modern Systems 


During the last century the far-reaching nature and 
world importance of accountancy as a profession has 
become evident. That importance has indeed grown 
and developed in modern times with a rapidity that 
must have been unforeseeable 100 years ago. 

The complex nature of our modern systems in 
commerce, in business, in taxation, are such that with- 
out the skill, the high integrity and wide experience 
for which we rely on. the profession, we would be in 
a chaotic state indeed. 

-At the present time there are many avenues open to 
a young man or woman setting out to make a life, and 
a choice may be made from a number of professions or 
callings according to tastes, ambitions, or vocation. 

It seems to me that there are few professions that 
can offer such a wide variety of choice and interest as 
accountancy. The profession we have the honour to 
toast tonight is-interwoven into the very fabric of our 
modern existence — and its quality must have an 
intimate bearing on ali our concerns. 

- The high standard of integrity and quality set by the 
Institute must indeed have world-wide repercussions, 
and it is vital that these standards should be maintained. 

I wish all success to the Institute in the future in 
this vitally important work. (Loud applause.) 


The Past and the Present 


Sir Ian Bolton, Bt., 0.B.E., H.M.L., C.A., Vice-President 
of. The Institute of Chartered Accountants of Scot- 
land, in reply, said: 

_ Mr Chairman, my Lord Provost, Sheriff Principal, 


Your Grace, my Lord, ladies and gentlemen, I rise 
with some diffidence after the things that have been 


‘sion are a vital necessity, 


June 26th, 1954 


said about me to address you, but I do so under the 
orders of the President. Some months ago he said that 
at this celebration you were going to hear so much o 
his views that you would be tired of it. What he rege 
meant was that you did not want any more speeche 
than you could help. 

It is possibly appropriate that I should be speaking 
here this evening because in 1824 the founder of the 
firm in which by the process of time I have become the 
head partner was Mr James McClelland. Mr James 
McClelland was the moving spirit in founding the 
Glasgow Institute and its first President. There is 
framed in our office a letter in most beautiful hand- 
writing ~ no doubt by one of his apprentices — signed 
by himself setting out what he was prepared to do for 
his clients. Now, if that letter had come into the hands 
of the Discipline Committee today, I hesitate to think 
what would have happened. It is also interesting to 
speculate on what Mr James McClelland would have 
thought, had ‘He beai here today and heard the kadh 
remarks made by Your Grace about the accountancy 
profession, and also the traditions which you have so 
kindly referred to and emphasized so strongly, and if 
I may say so, most rightly. In some of the other things 
he might have been frankly puzzled, and had he been 
asked to pass an examination at today’s date, I think 
he and J would have been in the same position. 
(Laughter.) ‘ 


Excellent Relationships with other 
Accountancy Bodies 


As you know and have heard, it was Scotland that 
invented the word ‘C.A.’, and not only that, but I think 
they took the highest sanction in the land in the shape 
of the Court of Session to interdict anybody else from 
doing the same. I would like in acknowledging the 
toast just to pay tribute to the foresight, energy and the 
intelligence, displayed by our predecessors which they 
put into their work, when they built better than they | 
knew. I was reading ‘the lesson in St Giles this morning(- 
and I did not realize that they had built the Edinburg 
Institute and the Glasgow Institute on solid rock. 
Today we stand surrounded by the representatives of 
other accountancy bodies, working in excellent relation. 
ships with all of them; and I remember when they were 
not so excellent as they are now. 

As this gathering proves, we are members of a pro- 
fession whose scope is continually expanding year by 
year, which began dealing with insolvencies. It is long 
past those sort of things and post-mortems, and now 
it deals with all the complexities which Your Grace 
mentioned — most of them present and in the future, 
although basically I suppose we still depend on safe- 
guarding our clients by way of audit. But far beyond 
that we provide information as schools of management 
for our clients, and we are so active helping other people 
it is sometimes hard to get people to work in the pro~ 
fession. When I was in Canada last year I found it was 
exactly the same. But those who are still in the profes~ 
I suggest, to the natio 
because, in the first place, they protect their geen 
from the rapacity of the tax collector, and, at the sami 
time, they manage to persuade the Inland Revenue 
that they are really honest defenders of their clients 
and are never unfair to either side. If you were all 
abolished, I think it would be very hard for the Inland 
Revenue to gather the taxes which the EES 
hope to get. 


H 


June 26th, 1954 


The Next Hundred Years 


What will happen in the next hundred years it is not 
for me to speculate, but unless something unforeseen 

oes happen to simplify our civilization, it appears to 
me that the chartered accountants of today are only at 
the beginning. I must admit that life will become much 
more complex and we shall all — or our successors — 
require to be super men. But I have no doubt if it is 
necessary to be super men, they will be. (Applause.) 
Of course, they will probably rise to the occasion, sur- 
rounded with machines with electronic brains and 
complete audit by pushing buttons instead of adding 
figures. They will provide masses of statistics. We 
cannot see the future but we can see what is coming, 
and we can see that great changes are coming. I feel 
sure, sit, that the Institute of Chartered Accountants 
of Scotland and all the other accountancy bodies will 
rise to the occasion and carry on as our predecessors 
did. . 

‘Registered Chartered Accountants 
of Great Britain’ 


What the position will be in the year 2054 I don’t 
know. I would like to think that it was going to be the 
Registered Chartered Accountants of Great Britain. 
That is an ideal at present unattainable, for reasons 
which are well known to us, and it is idle to speculate 
what will happen. But as I have already said, I feel 
quite certain that all we accountancy bodies will rise 
to the occasion. I am almost exceeding my time limit, 
but I would like, Your Grace, to thank you very 
heartily indeed for the kind things which you have said 
about us. We appreciate your coming here. We appre- 
ciate the trouble and thought you have taken in pro- 
viding us with such an excellent speech. (Applause.) 
I may say that the Council knew perfectly well that if 
Your Grace accepted the invitation you would pve us 
a good speech. 
In closing I would like to give you a couple of quotas 
tions which were taken from the poems of an American, 
James Russell Lowe. I happened to be reading them 
and I found a couple of lines which seemed to fit a 
chartered accountant. In the first place: ‘As the energy 
sublime of the sunlight burst full orbed on the thorny 
stem of time,’ and the other I think is a better quota- 
tion, more appropriate for the future: “Time makes 
ancient good uncouth; they must upward still look who 
would keep abreast of thith.’ (Applause.) 


Forty-one Years among Members of the 
English Institute 


Proposing the toast of ‘Our Guests, 
H. Mearns, C.A., 
delightful and charming speech: 


It is a joy and thrill tonight to welcome such a galaxy 
of delegates and representatives from no fewer than 
forty-four kindred accounting bodies, and it is fitting 

-that I should couple with this toast the names of two 
‘of those representatives: Mr Donald Victor House, 
‘President of The Institute of Chartered Accountants in 
England and Wales, and Monsieur Frang¢ois-Maiurice 


Mr Sidney 


_ Richard, President of the Compagnie Nationale des 


Experts Comptables, France. 


As I have lived and moved and had my being for the E 
past forty-one years amongst members of the English " 
Institute, I can, and do, claim.to know something about’ ° 


said in the course of his most 
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them — incidentally I am blessed with eleven of the 
species as partners. (Laughter.) 

Although as a body they are comparatively young in 
years — and occasionally a bit queer in some of the 
views they promulgate (Laughter) — they are on the 
whole an awfully decent bunch of chaps, and that 
Institute has displayed marked wisdom in the selection 
of my friend Mr House as its latest Prestdent. He is 
indeed a very worthy successor in an illustrious line, 
and I do wish him a most happy presidential year in 
his high and important office. (Loud Applause.) 

` Although we are entrenched on our home pitch, we 
must not be too hard on our English friends about their 
occasional queerness — if it comes to that, we are a bit 
queer ourselves at times. (Laughter.) 


Mr Mearns continued: 

In this year which mails the jubilee of L'Entente 
Cordiale, it is especially pleasing to welcome a dis- 
tinguished President ‘of one of our sister professional ` 
bodies in France. (Applause.) M. Richards presence 


_serves also as a happy reminder of the ‘auld alliance’. 


between France and Scotland. 


- -Bicentenary of the Institute. _. 


Now to these two gentlemen who are to respond, and’ 
indeed to all our visitors, I would fain set the seal on 
our sentiments tonight in words with which welcome 
guests in Scotland are frequently speeded. ‘Haste ve 
back.’ But perhaps n'a sense that would be an idle 
gesture —for none of us here tonight can be present 
when the bicentenary of our Institute comes to be 
celebrated. Mercifully our eyes cannot pierce the mists 
of the years that lie ahead, but at least I think we can 
claim to have made a singularly happy and duspicious 
start on the first lap of our second century. (Hear, hear.) 

And if man is still upon this earth, and if the services 


- of our profession are still required 100 years hence, 


may we cherish a hope that those, as yet unborn, -to 
whom the torch will have been handed on, may find 


_abiding inspiration in our Institute’s long history, its 


traditions, and its not unworthy achievements. 

And when in the yet to be celebrations, our succes- 
sors turn back the pages of the years, as I earnestly 
hope they will, may they experience something of the 
thrill that is ours tonight ~ the thrill we are so happy 
and so proud to share with our honoured guests in this 
ancient ‘and ‘beloved Scottish capital. (Prolonged 
applause.) 


Golf 


_:Responding to the toast, Mr Donald V. House, F.c.a., 


President of The Institute of Chartered Accountants 
in England and Wales, said in the course of his speech: 
There are, amongst many others, two reasons why 
I have a special personal pride in having been asked to 
respond to this toast. ` 
- The first is because it has been my good fortune to 
meet so many Scottish chartered accountants in 
London. I have been connected with the golfing society 
of the English Institute for some thirty years and each 


: year it is the custom to play a match against the 


Association of Scottish Chartered Accountants in 
London for a cup kindly presented by Mr James Wood 


who, I am glad to see, is here tonight. In what better 


circumstances could one meet than in opposition in a 


‘game which, judging from a tour I made on Monday, 


“seems -not to be" unknown in this part of Britain. 
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Leaving the Usher Hall at 
the end of the opening 
session. Left to right: Sir 
Richard Yeabsley, C.B.E., 
F.C.A., F.8.A.A., Lady 
Yeabsley, Mrs Bertram 
Nelson, Mrs H. Beer, Mr 
Bertram Nelson, J.P., FS.A.A., 
President of The Society of 


Incorporated Accountants 





Mr Sidney H. Mearns, C.A., 
proposing the toast of ‘Our 
Guests’ at the banquet 





Left to right: Mr Walter J. 
Macdonald, M.C., F.c.A., The 
Canadian Institute of Char- 
tered Accountants; Mr A. L. 
Watson, The Institute of 
Internal Auditors, New York; 
Mrs Watson; Mr Daniel 
Sprague, A.C.A., The Insti- 
tute of Chartered Account- 
ants of Manitoba; and Dr , 
Santiago F. de la Cruz, 
Philippine Institute of 
Accountants 
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Left to right: 'The Duke of 
Hamilton and Brandon, P.c., 
KIJ OCO AFC ELD; 
F.R.G.S., D.L.; a diner; Pro- 
fessor M. G. Fisher, Q-C., 
M.A., LL.B., Dean of the Fac- 
ulty of Law, University of 
Edinburgh; Sir Edward 


Appleton, G.B.E., K.C.B., M.A., 


DSC. SCD LL.Da FRS; 
Principal and Vice-Chan- 
cellor, University of Edin- 
burgh 





SUPPLEMENT E 


Left to right: Mr Donald V. 
House, F.c.A., President, The 
Institute of Chartered Ac- 
countants in England and 
Wales; Mr Graham A. Usher, 
M.B.E., T.D., C.A., a member 
of the Council of the Insti- 
tute; Mr George Veitch, Ca: 
and Mr W. Watson, C.A. 





At the banquet on Wednes- 
day. Left to right: Mr Olav 
Chr. Ildal, President, Norges 
Statsautoriserte Revisorers 
Forening; Lord Cooper, P.c., 
O.B.E., M.A., LL.B., F.R.S.E., 
F.R.A.S., Lord Justice General 
of Scotland and President of 
the Court of Session; Sir 
Thomas Innes of Learney, 
K.C.V.O., F.S.A., Lord Lyon 
King of Arms; and Sir James 
Miller, former Lord Provost 
of Edinburgh 
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Unfortunately, I was unable to be present last month 
when this year’s match was played. I am quite sure that 
my absence had nothing to do with the result whereby 
Scotland regained the cup, an unfortunate circum- 
stance, but perhaps fitting in a year such as this, I only 
hope that the cup will not be held by them for the next 
twenty-six years when my Institute will be celebrating 
its centenary if all goes well. (Applause.) 


Fifty Years Ago 


The second reason is historic and something of a 
coincidence because exactly fifty years ago in this same 
city, it was a partner in my firm, the late Sir John 
Harmood Banner who, as President of the Institute 
which I now represent, replied to a similar toast at the 
jubilee celebrations of the Society of Accountants in 
Edinburgh. When I discovered this I naturally obtained 
a copy of his speech. I felt that as there was the possi- 
bility that only a very few members here tonight would 
have been present on that occasion and that there was 
a short odds chance that they would not remember a 
word of what he said, I could reasonably repeat his 
speech in full. (Laughter.) 

Alas, much has happened, even in fifty years and it 
is only with some temerity that I even mention the 
fact. On that occasion he replied for only six other 
societies, two of whith were Glasgow and Aberdeen. 
Tonight, jointly with Monsieur Richard, I am replying 
for forty-four other societies and that figure does not 
now include Glasgow and Aberdeen. (Laughter.) In 
his speech he referred to amalgamation, which I 
suppose we in England and Wales would now call 
co-ordination. As it has taken the three Scottish bodies 
ninety years to bring this about and, as I have said, 
this is to be an evening of celebration, it would be quite 
wrong of me to dwell upon that subject or, indeed, on 
the speech at all. 


The Take-over Bid 


I know that it is hard to believe but it is a fact that some 
Sassenachs -or should I say English nationalists 
(laughter) — have likened the Scottish Institute to a 
lady of doubtful age. It has even been suggested that 
she is only a two-year-old. A recent article in The Times 
should, however, have dispelled all doubts, for one 
learns from that article that two years ago the take-over 
bid came from the Edinburgh Society and that the 
Royal Charter of the Edinburgh Society has been 
preserved, (Laughter.) There then followed a reference 
to the assets and liabilities of the Glasgow Institute and 
the Aberdeen Society, the point of which completely 
escapes me but, I am sure, did not escape members of 
those two societies. (Laughter.) 

Ladies and gentlemen, I am glad to assure you that 
the evidence of age is now clear, that all is well, and 
that we can all certify the true and fair view without 
qualification. (Applause.) 


Scotsmen who Emigrate 


We all know that the majority of Scotsmen emigrate to 
other lands — though why they should want to leave 
this lovely country I do not know unless it is because 
it is even more lovely to return to it — and we know the 
many jokes that are made about them for doing so. 

I am glad of this opportunity to say definitely and 
most sincerely that the emigration of Scottish chartered 


accountants to England and Wales, bringing with them, 


as they do, their high standards of education and 
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integrity, has set an example for others to follow and 
that we have benefited much thereby. I have no doubt 
that the same remarks apply to all the countries repre- 
sented here tonight. (Applause.) In all ways, de 
Scottish chartered accountant has contributed much ~ 
to the advancement of the profession throughout the 
world. 

I am afraid that those guests who are not accountants 
and for whom I am also replying must excuse me if in 
these few remarks I have spoken mainly about the 
profession but after all this is primarily an accountants’ 
festival. I apologize to them, but I know that I have 
their full support when I say, on behalf of all, how much 
we have appreciated the honour of being guests at this 
very special banquet and how much we are indebted 
to our hosts for the generous hospitality which we have 
been privileged to enjoy. (Loud applause.) 


The Anglo-French Entente Cordiale 


Also responding to the toast, M. Francois-Maurice i 
Richard, Président, Compagnie Nationale des Experts 
Comptables, France, said: 


I regard it as a great honour that I should be invited 
to reply to the toast to the guests at this gathering- 
tonight. 

I presume that this privilege was conferred upon me, 
as a Frenchman, on account of an ancestral allegiance 
to the Crown of Scotland. (Applause.) 

I do this with a great deal of pleasure but also with 
a certain amount of emotion because all of us feel today 
like pilgrims returning to the very birthplace of our 
profession. 

- First of the first, not only in date but also in degree 
of excellency, The Institute of Chartered Accountants 
of Scotland, has set a high standard of professional 
conduct which is recognized by kindred bodies in the 
world as a model for imitation. ] 

It is only because the fundamental principles of the 
accountancy profession were voluntarily based on 
responsibility towards the community, and on inde- 
pendence, that it could through technical developments 
attain its predominant place in the nation; our last 
achievements enable us to contemplate tasks ahead with 
confidence in contributing to a more efficient economy 
in a better democracy. 

The warm welcome of your Institute will tighten 
the links between us, bound by elective affinities, and 
belonging to a noble profession of which you were 
amongst the pioneers. (Hear, hear.) 

Speaking for my fellow-guests, my Institute, and 
myself, I wish happiness for your beloved country and 
your wonderful city of Edinburgh, and prosperity to 
your Institute and its members. 

In concluding these words of thanks for your 
generous hospitality and friendship, I would like to 
express the wish, that the Anglo-French Entente 
Cordiale of which we are presently celebrating the 
jubilee, should extend and become the Entente Cordiale 
between all the nations of the free world which hav 
sent such distinguished delegations to this gatherin 
tonight. (Loud applause.) i 





‘The Chairman’ 
A toast to ‘The Chairman’, proposed by Mr E. Birnie 


- Reid, opp, T.D., C.A., was warmly received and Mr 
Somerville replied amid applause. © — == == 5 =: 
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Presidential Luncheons 


Presidential luncheons to guests, members of the 
Council, certain members of the Institute and their 
ladies, were held (by invitation) on the Wednesday 
and Friday. Each lunch was attended by 200. An 
informal speech was made by Herr Dr Ernst Fritsh, 


Ladies’ 


A ladies’ dinner was held in the Adam Rooms on 
Wednesday night, when 160 members’ ladies, ladies 
of representatives and lady members were received 
by Mrs Somerville, the Duchess of Hamilton and 
Brandon, and the Lady Provost. After dinner there 
was a film show when three films — all in colour — 


representative of the Kammer der Wirtschaftstreu- 
hander, Vienna, after the lunch on Wednesday, and 
Drs J. G. de Weger, Secretary of the Vereniging van 
Academisch Gevormde Accountants, of the Nether- 
lands, spoke on the Friday. 


Dinner 

were shown. One was about the Queen’s tour of 
New Zealand, and the others were called ‘Border 
Weave’ and “The Heart is Highland’. Mrs Somerville 
welcomed the company in a brief and charming 


speech and all the ladies present passed a delightful 
evening. 


Golf Competition at Muirfield 


The world-famous course at Muirfield was the scene 
of the golf competition played on Thursday, when in 
brilliant weather, and to everyone’s delight, the 
President, Mr Somerville, returned the excellent 
score of 82 (43 points) and won the first prize. 

There were ninety competitors and the runners up 
to the President (Stableford scoring) were Mr T. D. 
Hay, c.a., of Edinburgh, and Mr A R. Mathewson, 
C.A., of Edinburgh, 41 points each; Mr John 
Robertson, of Edinburgh, 40 points; Mr J. A. M. 
Thomson, M.C., C.A., of Edinburgh, and Mr J. G. 
Brown, C.A., of London, 39 points each. 


At the ball on Friday night, Mrs Somerville 
presented to her husband, amid prolonged applause, 
the first prize of a large inscribed silver ash-tray 
which she had donated Mrs Somerville also pre- 
sented inscribed silver ash-trays to the runners-up. 
After the presentation, Mr Donald V. House, F.c.a., 
President of the Institute of Chartered Accountants 
in England and Wales, proposed a vote of thanks to 
the President’s lady.. Mr House caused great amuse- 
ment when he stated that he had acted as marker 
for Mr Somerville and could vouch that the score 
was ‘true and fair’. 


Tours to the Border Country and Places of Interest 
in and around Edinburgh 


Many members, representatives and ladies enjoyed standing interest visited were Abbotsford — the home 


tours to the border country and places of interest in 
and around Edinburgh on Thursday. 
The weather was bright and the whole-day tour 


of Sir Walter Scott - and Dryburgh Abbey. 
Those who went on the half-day tour of Edinburgh, 
either in the morning or afternoon, visited the Castle, 


to the border country was made in two parts on the Palace and Abbey of Holyrood House and many 
account of its popularity. Some travelled the route other buildings of historic interest. A number of 


clockwise and others followed practically the same 


people also took the opportunity of making this 


route counter-clockwise. Two of the places of out- tour on Friday afternoon. 


Civic Reception in the City Chambers 


About 250 members, representatives and their ladies 
were the guests of the Lord and Lady Provost, and 
magistrates and council, at a civic reception held on 
Thursday night in the City Chambers. 

— The Lord Provost wished the centenary celebra- 
tions every success and said that through this wel- 
come tonight ‘we have the opportunity of recognizing 
in some specific manner the work of chartered 
accountants over a period of 100 years’. He asked 
those who had travelled from every corner of 
the world to Edinburgh to carry back home the 


most cordial greetings of the capital of Scotland. 


Theatre Parties 
Theatre parties, numbering nearly 200 members, 
representatives and ladies, visited the King’s theatre 
on Thursday night to see the show Half-past Eight. 


Edinburgh Castle Floodlit 
In honour of the centenary, Edinburgh Castle was 
floodlit on Thursday night from 10.30 p.m. to 
midnight; it was a magnificent sight. 
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Sir Ian Bolton, BT., O.B.E., H.M.L., C.A., 
Vice-President of the Institute, responding 
to the toast of “The Institute of Chartered 
Accountants of Scotland’ at the banquet 


Mr Donald V. House, F.c.a., President, The 
Institute of Chartered Accountants in 
England and Wales, speaking at the opening 
session in the Usher Hall 


| 


A view of some of the tables at the banquet 
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DEVELOPMENT 
| THROUGH THE 
| U.D.T. GROUP 


Short term financing of plant, equipment and 
premises : | 





` 
ireira a aa r E SS Biereng tege ee ee E a 


provision of medium term funds for industrial and ! 
commercial needs : 


raising of capital funds on the Issue Market. 

Professional advice is available on matters of tax- 
ation as it affects investment portfolios, yields, and 
the capitalization of private companies to prepare | 


for the incidence of Death Duties. 


| Consult your nearest U.D.T. branch office, or | 
write direct to: l | 


UNITED DOMINIONS TRUST LTD. 


BANKERS 


REGIS HOUSE, KING WILLIAM STREET, LONDON, EC4 


Scottish Branches: 
ABERDEEN: 20 Golden Square EDINBURGH: 2 Manor Place 
DUNDEE: 1 Bank Street GLASGOW, C.1: 29 Vincent Place 


Branches throughout the United Kingdom 
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Em rratula tions 


Powers-Samas present their compliments on the 
Centenary of the Institute of Chartered 
Accountants of Scotland. 
Service to Accountants is the special interest 
and pride of Powers-Samas, year by year research 


and discovery develop it more completely. 


POWERS-SAMAS | 


Powers-Samas Accounting Machines (Sales) Limited 


Powers-Samas House, Holborn Bars, London, B.C.1. 
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FINAL PLENARY SESSION 
TWO PAPERS PRESENTED 


. The closing plenary session of the centenary took place 
in the Music Hall at the Assembly Rooms on Friday 
morning, June 18th, when Mr Somerville presided 
over a large gathering. 

Two papers were given at the session and the 
Chairman, introducing the speakers, said: 

“The first speaker is Professor Robert Browning, 
M.A., LL.B., C.A. (applause), who was admitted to the 
Institute of Accountants and Actuaries in Glasgow in 
1920. He was Director of Studies in Glasgow from 
1944 until 1950, and was a member of the Glasgow 
Council from 1943 to 1945. He was appointed to the 
Chair of Accountancy of Glasgow in 1950. He is a 
member of our Council, and he has also been a very 
valuable member of our Centenary Committee. 

‘Professor Browning’s. great achievement was the 
institution last year of the summer school. He was 
entirely responsible for the organization of the summer 
school and it was a great success. Indeed, the Institute 
owes a great debt of gratitude to him for his work in 
that connection.’ (Applause.) 





eras ‘Robert Browning: 4 MLA., LL. B., CA delivering his paper 
on the history and development of the ‘accountancy profession in 
Scotland at the plenary session on Friday 


Professor Browning, who is Professor of Account- 
ancy in the University of Glasgow, and a partner in 
the firm of John E. Watson & Co, Chartered Account- 


tants, of Glasgow, then delivered his paper, entitled 
“The Chartered Accountants of Scotland, 1854-1954’. 
We hope to reproduce the paper in an early issue of 
The Accountant, it is summarized below: 


The Chartered Accountants of Scotland 
1854-1954 


Professor Browning surveyed the history of T'he 
Institute of Chartered Accountants of Scotland from 
the granting of a Royal Charter to the Society of 
Accountants in Edinburgh in 1854 up to the present 
time when the Institute celebrates its first centenary. 

The original petition. for the granting of a Royal 
Charter contained no reference to auditing and in 
the beginning the most important part of the work of 
a practising accountant was concerned with in- 
solvency; by the end of the century, however, there 
had been a change in emphasis. By that time the 
practising accountant’s work as an auditor had come 
to constitute the principal part of his professional 
activities. Between 1900 and the outbreak of the First 
World War, costing and taxation developed as part 
of the work of a practising accountant and were 
included in the syllabus of the professional examin- 
ations. 


Development of Industrial Accounting 


In this period between the two world wars, while 
auditing and taxation remained the main activities 
of the profession, financial problems in connection 
with public issues, holding companies, amalgama- 
tions and reconstructions became relatively numerous 
and extended still further the scope of the work of 
accountants. During the last twenty years the 
principal advance has been in the development of 
industrial accounting, and accountants are now 
actively conscious of the importance of the interpre- 
tation of accounts and members of the profession 
generally realize more clearly than ever before that 
the action which is to follow on interpretation is one 
of the primary purposes for which accounts are 
prepared. 

The Institute has, for a long time, paid special 
attention to the practical training and theoretical 
instruction of apprentices. All are required to attend 


` university classes in economics, law and accountancy, 


and it is believed that the broad approach so estab- 
lished when. combined with theoretical instruction 
and practical experience of the work of the profes- 
sion, produces Scottish chartered accountants, not 
merely skilled in the production and interpretation 


. of figures, but men of broad vision and human undér- 


standing capable of guiding with wisdom those who 
consult them. 


Introducing the second speaker-Mr Ian T. 


_ Morrow, C.A: F.C.W.A., A.T.L1, --the Chairman, said: 
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the office orator 
l Every office has one. Even we have one. The young lady with the loose larynx- 


is proud of her ability to write and talk, type and talk, take shorthand and 
talk... even drink tea and talk. Yet she can be a figure expert, for no matter 
who operates a FACIT calculator, the answer will be right, first time and 
every time. FACIT, with only ten figure keys, is so simple to operate that any 
member of your staff can achieve machine-perfect multiplication and division 
after only a few minutes practice. No trained operator is required (nor any ' 
special knowledge of mathematics). We have some interesting leaflets on the 
_ subject—drop us a line and well send them along, without obligation ; 
Block & Anderson Ltd., 58-60 Kensington Church Street, London, WS Tel: WEStern 2531. 





hand and electric ten-key calculators. 





- 


Branches at 
Montrose Terrace. Tel. Abbeyhill 2713 


EDINBURGH — 31 
GLASGOW — 218-220 W. Regent St. Tel. 9021-2: and at Dundee 
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Mr Ian T. Morrow, C.A., F.C.W.A., A.T.L1., giving his address on 
“The accountant in modern society’ 


‘Mr Morrow was born in St Andrews, so is a true 
Scotsman, though he migrated to England. He was 
admitted to the Society of Accountants in Edinburgh 
in 1936 and he specialized in those aspects of the pro- 
fession which deal with costing and budgetary control. 
He is amember of the British Institute of Management, 
and in 1950, under ihe auspices of the Anglo-American 
Council on Productivity he led the productivity team 
on management accounting which made a ten weeks’ 
tour of the United States. In October 1953, Mr 
Morrow was elected a member of the Federation of 
British Industries’ Grand Council, and I know we 
would all wish to congratulate him on his recent elec- 
tion as Vice-President of the Institute of Cost and 
Works Accountants.’ (Applause.) 

The subject of Mr Morrow’s paper was ‘The 
accountant in modern society’ and we hope to repro- 
duce this paper in also The Accountant; it is sum- 
marized below: 


The Accountant in Modern Society 
The basic concern of the profession has been, and 
must be, to perform the duties of public accountants, 
but, nevertheless, the present-day role of the account- 
ant in industry is such that industry’s demand for 
accountants of the right type appears insatiable. 
The accountant in industry is now expected to be a 
member of the management team with the designers, 
salesmen and production people. He is no longer 
regarded as a mere recorder and historian but as the 
provider of information from which the future 
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policy of the company can be decided. The past is 
only relevant in so far as it illuminates the path 
ahead. 

The continuance of industry depends on taking 
the right decisions. Decisions are an exercise of 
choice, and no company has unlimited choice. The 
decision must be to discard one thing and push on 
with another. The unpopularity of accountants 
derives from the fact that they record the economics 
of a situation to enable the choice to be made, and 
someone must be disappointed. 

The major strides, which have been made by 
accountants in recent years, have been in the develop- 
ment of techniques to assist management in the day- 
to-day control of business. Industry must always 
have a plan. It may be that plans have to be modified 
or changed, but, essentially, a plan must be such 
that by using the existing assets it is hoped to get 
back 21s or 22s for every 20s spent. Forward planning 
in detail, or budgeting, means setting out what is 
expected to be spent to achieve a certain output, 
sales and profits. When the plan is accepted as satis- 
factory it becomes the yard-stick by which the success 
of operations can be measured. Variations from the 
plan, as the operations proceed, are measured and 
quickly reported to all levels of management so that 
action can be taken. The accountant, by the way the 
figures are presented and discussed, can assist 
management to come to a decision. 


Mr W. I. French, D.S.O., 0.B.E., T.D., C.A., Convener of th 
Centenary Committee, speaking at the plenary session on Frida 
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SCOTTISH EQUITABLE 


LIFE ASSURANCE SOCIETY 
Founded 1831 


SCHOOL FEES 


School fees for senior education are the concern of every thought- 
ful parent; the Scottish Equitable plan is designed to spread 


the cost 


Head Office: 
28 ST ANDREW SQUARE, EDINBURGH, 2 


London Office: 13 CORNHILL, EC3 


MANAGEMENT 


STATISTICS 


Efficient Management is impossible without adequate statistical infor- 
mation speedily and accurately produced. 

The most modern method of statistical analysis is by the LOGABAX 
198-register analytical accounting machine. Easy to operate and with a 
flexibility and capacity hitherto unobtainable, this machine has sub and 
grand totals and direct subtraction on each register. A three-way 
analysis is obtainable with one insertion into the keyboard. 

An illustrated brochure will be sent on request, and a practical demon- 


stration arranged. 


LOGABAX LIMITED, 21 BUCKINGHAM PALACE ROAD, LONDON, SWI 
Telephone: TATE GALLERY 8142-3-4 
Birmingham: TOWN HALL CHAMBERS, 86 NEW STREET 
Telephone: BIRMINGHAM MIDLAND 2132 
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In conclusion, the emphasis which is placed on 
some aspects of an accountant’s work at the present 
time, I am afraid, will seem to our successors to 
> show an ill-balanced judgment. The problem is not 
that the industrial community will not turn to the 
accountant but rather that they will expect from 
him far more than he can reasonably accomplish. 
Therefore I suggest that the profession may, in its 
next stage of development, have to decide whether it 
will follow other professions and, consciously, create 
specialists in each field or whether it will continue 
to be satisfied with providing the basic training only. 
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Vote of Thanks to the Speakers 

At the conclusion of Mr Morrow’s address, a vote 
of thanks to the speakers was proposed by Mr 
James A. Walker, c.B.E., C.A., and resolutions of 
thanks to various individuals, organizations, and 
public services who contributed to or assisted with 
the celebrations were moved by Mr W. I. French, 
D.S.O., O.B.E., T.D., C.A., Covener of the Centenary 
Committee. A vote of thanks to the President was 
proposed by Mr Norval M. Lindsay, c.a. 





Mr House and Mr Somerville 
during the golf competition 
at Muirfield 





Dr D. J. Bogie, T.D., B.COM., PH.D., C.A. (left), and Mr Eric B. Mackintosh, c.a., at Muirfield 
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60 out of 100 years... ~ 


IN CONGRATULATING the Institute of Chartered Accountants 
of Scotland on its 100 years of service to the 
professional and business community of Scotland, we take 
pride in the knowledge that for 60 of those years this organisation 
has, in its turn, been serving the Accountancy profession by 
meeting its demands for ever-increasing efficiency in mechanised accounting and 
office equipment. Today our modern range of Typewriters, 
Accounting and Adding Machines is making an outstanding contribution to 
the vital work of speeding office routine and 
reducing overheads in Industry, | Commerce and the public services. 


UNDERWOOD SUNDSTRAND 


Standard Typewriters Adding Machines 
Electric Typewriters 
Continuous Form Mics 


UND 
KL 


Vë 
Qa 


SUNDSTRAND ELLIOTT FISHER 
Accounting Machines Writing & Accounting Machines 
Underwood Business | Machines Limited 


4-12 New Oxford Street, London, W.C.I Tel: CHA 3131 Factories: Brighton, Sussex 
Aberdeen : 32 Bridge St. Edinburgh : 6 Coates Place 
Dundee : 84 Commercial St. Glasgow : 5 St. Vincent Place 
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“ADDITIONAL EVENTS 


Te - 

Loyal Address 

The following notice appeared in the Edinburgh and 
London ‘Gazettes’ of Friday, fune 18th. 

A loyal address has been received by the Secretary 
of State for Scotland from The Institute of Chartered 
Accountants of Scotland for presentation to Her 
Majesty The Queen on the occasion of the celebration 
of the centenary of the Institute, and has been 
presented accoraingly. 

Luncheon for Lady Members of the 
Institute i 


Miss Helen M. Somerville, J.P., C.A., sister of the 
~President, presided at a most friendly and enjoyable 


luncheon for lady members of the Institute held at ` 
The Aubyn on Friday. There were thirty-two mem- 


bers and three guests present. The guests were 
Miss D. M. Vaughan, Chairman, The Women 
Chartered Accountants’ Dining Society; Professor 
Mary E. Murphy, B.S.C., M.S., PH.D., C.P.A., of the 
United States; and Mrs Maurice Deiches, also of the 
United States. 

The toast of ‘Our Guests’ was proposed by Miss 
Somerville and Professor Mary E. Murphy replied. 
Miss Vaughan proposed the toast of “The Institute 


of Chartered Accountants of Scotland’ and the toast. 


of “The Chairman’ was proposed by Mrs Jean G. 
Wilson, c.a., Miss Somerville replied on each 
occasion. 


Mannequin Parade 


Nearly 200 ladies enjoyed a mannequin parade 

~arranged by Elizabeth, of Edinburgh, on Friday 
afternoon at the Adam Rooms. A large selection of 
creations were shown, the accent being chiefly on 
Scottish goods such as woollens and tweeds. 


The Centenary Ball 


The spectacular finale of the three happy, interesting 
days of the centenary celebrations was the centenary 
ball held at the Assembly Rooms on Friday night, 
when the company was received by Mr and Mrs 
Somerville and Sir Jan Bolton and his sister, Mrs 
F. M. Campbell. 

Nearly 1,000 ladies, members, representatives and 
apprentices were present and the two huge ballrooms 
were a gay scene with dancers whirling to the music 
of Cam Robbie and his Orchestra and Tim Wright 
and his Orchestra. The Pipers and Drummers of 

_the Edinburgh City Police Band also played by kind 

„permission of Sir William B. R. Morren, C.B.E., 
M.V.O. Their appearance was one of the highlights 
of the evening, especially as they played a reel and 
strathspey composed by an Edinburgh chartered 
accountant. 

As reported on another page, Mrs Somerville 
presented the prizes for the golf competition during 


the evening — an evening Se was most SEN 
and on which the Chartered Accountant Students’ 
Societies of Edinburgh and Glasgow are to be con- 
gratulated for organizing so well on behalf of the 
Institute. 


The President ‘At Home’ 


A cocktail party was given by Mr and Mrs Somerville 
at their home on the Tuesday evening, the day 
before the official celebrations began. It was attended 
by about 150 representatives, members of the Council 
and their ladies. 


The President Broadcasts 


On Wednesday evening, the President of the Institute, 
Mr Somerville, broadcast on the Scottish Home 
Service. The programme was in interview style and 
Mr Somerville discussed a number of questions 
about the profession in Scotland. Earlier in the day, 
the opening of the centenary was announced in the 
one o clock news of the B.B.C. Home Service. 

This evening, a member of the Institute is speak- 
ing on the events of the three days in a programme 
called ‘Scottish Magazine’ which is broadcast on: 
short wave to all parts of the world. 


Centenary Exhibition 
The Institutes Main Hall — with its lovely Adam 
ceilings, fire-places and portraits of Past-Presidents - 
has been the scene of a most interesting exhibition 
during the Centenary celebrations and for the past 
week, 

The main purpose of the exhibition was to show 
the developments in accountancy through the ages 
and particularly the wide scope of modern practice 
in Britain. A selection from the Institute’s Libraries 
of old books on mathematics and accountancy, 
including Pacioli’s Arithmetica published in 1494, 
was on view, and the influence of the Continent on 
accountancy was illustrated by a display of fifteenth 
and sixteenth century books from Italy, Holland, 
Germany, France and Spain. 

Among exhibits showing Scotland’s contribution 
to the profession was a collection of books and devices 
relating to John Napier of Merchiston, the famous. 


- Edinburgh mathematician and inventor of logarithms, 


and also books of account kept by George Watson 
who gave his name to two of the most famous of 
Edinburgh’s schools. 

Early copies of accounts of charge and discharge 
were exhibited, and the development of machinery 
in accountancy was illustrated by new machine 
calculators side by side with early types of machines 
and with their forerunners, the tally sticks and. 
abacuses. 
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Glasgow Industrial Finance Limited 


(` (G.LE.’) 


| is equipped to provide advice and assistance in the many aspects and problems 
| of Company Finance, the raising of further capital, the marketing of shares 
| and the obtaining of quotations on the appropriate Stock Exchange/Exchanges 


Directors: 


CoL. Hoen B. SPENS, C.B.E., D.S.O., T.D., D.L. (Chairman) 
J. PERcivAL AGNEW, C.A: 
Joun DUNLOP, 0.B.E., C.A., F.F.A. 
R. ALISTAIR MURRAY 
_ ANDREW RINTOUL, CA 
R. M. ROBERTSON 


Alternate Directors: 


W. D YOUNG, CA 
J. I. MURRAY | 


Managers: 
R ALISTAIR MURRAY 
J. I. MURRAY 


Secretary and Registered Office: 


J. F. A. GIBSON, GA 
175 West George Street, GLASGOW, C2 
Telephone: CENTRAL 6242 


Further particulars are contained in a brochure which may be obtained on application to 
| the ‘Registered Office of the Company. 


ly 
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CENTENARY COMMITTEE AND OFFICIALS 


President , 
- Mr John Livingston Somerville, C.A., F.R.S.E. 
Vice-President 
Sir Ian Frederick Cheney Bolton, Bt., 
O.B.E., H.M.L., J.P., C.A. 
C entenis Committee 
The President 
The Vice-President 


Mr William Innes French, D.S.0., O.B.E., T.D., GA, 


(Convener) 

Professor Robert Browning, M.A., LL.B., C.A. 
Mr John Graham Girdwood, c. B.E. C. A. 
Mr Peter McGregor J ackson, C.A. 

Mr Charles Rowcliffe Munro, C.A. 
Mr James Alexander Walker, C.B.E., C.A. 


_ Secretary 
Mr Eardley Harold Victor McDougall 


Assistant Secretaries 
Mrs B. B. Dale Green, M.B.E., and 
Mr Thomas R. Moffat, c.a. 


Honorary Public Relations Officer 


- Mr Derek du Pré | | - 


Editor of The Accountant 


Centenary Administrative Assistant 
Mrs Rosemary V. Hall 


ORGANIZATIONS REPRESENTED 


We give below the names of the organizations which The Institute of Chartered Accountants i in Australia 


were represented, with the names of the representatives. 


British Isles 


The Institute of Chartered Accountants in England and 


Wales 
Mr Donald V. House, F.c.a., President, 
Mr H. Garton Ash, 0.B.E., M.C., F.C.A, 
Mr James Blakey, F.c.a.. 
Sir Harold Howitt, ong, D.S.0., M.C., D.C.L., J.P., 
Dt F.C.A. 
Mr William H. Lawson, C.B.E., B.A., F. C.A. 
Mr T. B. Robson, M.B.E., M.A., F.C.A. 
Mr Alan S. MacIver, M.C., B.A., Secretary. 


* The Institute of Chartered Accountants in Ireland 
_. Mr Patrick Butler, F.c.a., President. 
Mr Frank Cleland, F.c.a. 


The Society of Incorporated Accountants 
Mr Bertram Nelson, F.s.A.A., President. 


Sir Richard Yeabsley, C.B.E., F.C.A., F.S.A.A., Vice- 


President. 
Mr fan A. F. Craig, 0.B.E., B.A., Secretary. 


The Association of Certified and Corporate Accountants 
Mr W. MacFarlane Gray, F.A.c.c.A., President. 
Mr Alan C. S. Meynell, F.a.c.c.a., Vice-President 
The Rt. Hon. Lord Latham, K.St.J., Sat, J.P., 
F.A.C.C.A., F.C.I.S. 
Mr F. Cameron Osbourn, M.B.E., B.A., LL.B., 
Secretary. 


The Institute of Municipal Treasurers and Accountants 
‘Sir John Imrie, C.B.E., J.P., M.A., B.COM., F.IL.M.T.A., 
FRA. A. a 


t~The Institute of Cost and Works Accountants 
~ Mr W. E. Harrison, F.c.w.a., President. 


Mr S. J. D. Berger, M.C., F.c.1.8., Director and 
Secretary. 


Australia 


Australian Soctety of Accountants 
Mr George Lormer, F.A.S.A. 


Mr R. A. Irish, F.c.a.(aust.), a Vice-President. 
Mr W. S. PHILIP, M.C., F.c.A.(aust.), Past General? 
Councillor. 


Belgium 


Collége National des Experts-Comptables de Belgique 
Mr Rene van Iper. 

Institut Belge des Reviseurs de Banques 
Mr Nestor Urbain, former President. 


Société Royale Chambre Belge des Comptables @ 
Bruxelles 
Mr Nestor J. Paquet, President. 


Canada 


The Canadian Institute of Chartered Accountants 

Me Walter J. Macdonald, M.C., F.c.A., Manitoba. 

Mr E. J. Howson, F.c.a., Ontario. 

Col. Andrew Stewart, L.M., M.A., B.L., C.A., GPA. 
(Col. Stewart also represents: The American Insti-~ 
tute of Accountants, the New York State Society of 
Certified Public Accountants (Past President), The 
Institute of Chartered Accountants of British 
Columbia, The Institute of Chartered Accountants. 
of Manitoba, and The Institute of Chartered 
Accountants of Ontario.) 


The Institute of Chartered: Accountants of Britisk 
Columbia 
Mr G. F. Dunn, A.C.A.(B.C. J, President. 


The Institute of Chartered Accountants of Manitoba 
Mr Daniel Sprague, A.C.A.(MANITOBA), President. 


The Institute of Chartered Accountants of Ontario 
Mr H. E. Crate, F.C.A.(ONTARIO), Past President. 


The Institute of Chartered Accountants of Saskatchewan 
Mr T. E. Robinson, F.c.A.(SASKATCHEWAN), Past 
President. 


Denmark 


Föreningen af Statsautoriserede Revisorer 
Mr Holger Nielsen. 
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East Africa 


The Association of Accountants in East Africa 
Mr P. N. McMonnies, c.a., Hon. Secretary. 


Finland 


K.H.T. — Yhdistys — Föreningen C.G.R. 
Mr Börje Forsström, 3.S.(EKON.), C.G.R., 
Chairman. 


Pice- 


France 


Compagnie Nationale des Experts Comptables 
Mr F.-M. Richard, President. 


Umon Professionelle des Sociétiés Fiduciaires d’ Expertise 
Comptable 
Mr Yves de la Villeguérin, c. DE G., President. 


Chambre Nationale des Experts Comptables Diplomés 
par l Etat 
Mr Rene Chenieux 


Germany 


Bundesverband der Vereidigten Buchprüfer 
Mr Heinz Heiken. 


Institut der Wirtschaftspriifer 
Dr Jur. D. Fritz Möhle, President. 


Israel 
The Association of Public Accountants and Auditors in 
Israel 
Mr Eleizer Livay, F.R.ECON.S., F.A.C.C.A., A.C.LS., 
President. , 
Malta 
The Malta Institute of Accountants 
Mr Paul Busuttil, S.F.A.I., C.E.T.D., F.M.L.A., President. 


Netherlands 
Nederlands Instituut van Accountants 
Mr R. Besancon, EC.drs., President. 
Mr A. L. de Bruyne, Secretary. 


Vereniging van Academisch Gevormde Accountants 
Drs J: G. de Weger. 


New Zealand 


Tke New Zealand Institute of Cost Accountants 
Mr P. E. Allen, A.C.A.1L., A.C.1.S. 


New Zealand Society of Accountants 
Mr Morris S. Spence, M.B.E., C.A., F.P.A.N.Z. 
Mr Duncan S. Cox, M.COM., F.P.A.N.Z. 
Mr Charles A. Smith, F.P.A.N.Z. 


Norway 


Norges Statsautoriserte Revisorers Forening 
Mr Olav Udal, President. 


Philippines 
Philippine Institute of Accountants 
Dr Santiago F. de la Cruz. 
Mr Robert O. Ferguson, C.A., C.P.A. 
Mr Washington SyCip, B.SC., M.SC., C.P.A., Past 
President. 
Mr Guillermo Torres, c.P.a. 


South Africa 


The Cape Society of Accountants and Auditors 
Mr I. D. Greener, c.a.(s.a.). 
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Natal Society of Accountants 
Mr C. C. Erwin, ¢.A.(S.A.). 


Southern Rhodesia | 


Rhodesia Society of Accountants 
Mr Kenneth Lewis, F.c.A., President. 


* 


Sweden 


Föreningen Auktoriserade Revisorer 
Mr Nils Karlgren, R.v.0., President. 


Svenska Revisorsamfundet 
Mr Gösta Bjérfors, R.N.0., President. 


Switzerland 


Schweizerische Kammer für Revisionsivesen 
Mr Emile Giroud, President, 


United States of America d d 


American Accounting Association 
Professor Mary E. Murphy, B.S.c.,M.S., PH D., C.P A- 


The American Institute of Accountants 

Mr J. Harold Stewart, L.M., C.P.A., Past President. 

Mr John F. Stuart Arthur, C.A., C.P.A. 

(Mr Stuart Arthur also represents The Texas 
Society of Certified Public Accountants.) 

Mr George D. Bailey, A.B., C.P.A., Past President. 
(Mr Bailey also represents The Michigan Assocta- 
tion of Certified Public Accountants.) 

Mr Harold R. Caffyn, F.c.a., ¢.p.a., Immediate Past 
Treasurer. 

Mr Anson Herrick, C.P.A. 
(Mr Anson Herrick also represents The California 
Society of Certified Public Accountants.) 

Mr N. Loyall McLaren, A.B., C.P.A. 

Mr C. Oliver Wellington, ap. c.p.a., Past President. 


The Institute of Internal Auditors `, H 
`- Mr A. L. Watson. 


Georgia Soctety of Certified Public Accountants 
Mr William F. Loflin, c.p.a., Member of Council. 


Maine Society of Public Accountants 
Mr David M. Peat, c.p.a., Past Prestdent. 


Michigan Assoctation of Certified Public Accountants 
Mr George R. Wyllie, c.p.a. 


Nebraska Society of Certified Public Accountants 
Mr Corwin D. Moore, B.s.c., C.P.A., President. 


Ohio Society of Certified Public Accountants 
Mr S. D Miller, L.L.B., Ċ.P.A. 


Pennsylvania Institute of Certified Public Accountants 
Mr Irving Yaverbaum, B.S.c., C.P.A., Member of 
Council. 
Mr I. H. Krekstein, B.S.(ECON.), C.P.A. 


(Representing the members of this Institute 
Ceylon 
Mr John Henderson, CA. 


“he 


t 


Other Representatives 
Scottish Home Department 
Sir Charles Cunningham. 


Board of Trade (Insurance and Companies Department), 
Mr H. Beer. 


June 26th, 1954 THE ACCOUNTANT SCOTTISH SUPPLEMENT 35 


p THE | 
| COMMERCIAL UNION ASSURANCE COMPANY LTD 
OFFERS ITS GREETINGS TO 


THE INSTITUTE. OF CHARTERED ACCOUNTANT S OF SCOTLAND 
ON ITS CENTENARY CELEBRATIONS 





The Company, with its Branches and Agencies throughout the World, is in a position 
R to offer Facilities for 


INSURANCES OF EVERY DESCRIPTION 


HEAD OFFICE: 24 CORNHILL, LONDON, EC3 


Branches in Scotland 


ABERDEEN EDINBURGH HAMILTON 
AYR GALASHIELS INVERNESS 
DUMFRIES GLASGOW KEITH 
DUNDEE GREENOCK. KIRKCALDY 


PROTECTION 
. . . for the morrow 


Cee f When the problem of providing for the 
N FA ` future has tobe faced, it is no bad guide 
=| ? NV Wi toremember the many who have solved 
f it by turning to the Scottish Mutual. 
ik This firmly-established Society offers 
many advantages to the prudent... 
but the first among them is security. 
To those about to insure, or to 
brokers and agents, the Scottish Mutual 
will be glad to give full details of its 
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The Scottish Mutual 


j Assurance Society 
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HEAD OFFICE; 109 ST, VINCENT ST., GLASGOW, C.2 
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Nothing! — 


Nothing can save the businessman so much time in the office at so small a price as the modern dictating 
machine. To suit your requirements there is the Agaphone and its development the Agaphone Director. 


- 


* The Agaphone The Agaphone is a high quality machine which will record 


_ continuously for up to 60 minutes, enabling it to be used to 
record conferences as well as for correspondence, memoranda, 
réports, etc. Key controls make operation simple. Features 

_ include the time control which locates automatically me, 
beginning of your dictation; a signalling device which 
warns your secretary of remarks, etc., not to be transcribed ` 
and a variable voltage control which makes the Agaphone 
usable in any country. Spools of recording wire are held in an 


easily changed foolproof magazine. The Agaphone is light 





and compact and can be used in a car, 


x The Agaphone Director 


The Agaphone Director is for the man who wants more than a dictating A3 Steeg : 
instrument. It incorporates a standard Agaphone dictating machine RK fan eg 
together with telephone amplifying and recording facilities, loudspeaking | N 
intercommunication and —as an optional fitting—a radio circuit for receiving 
the Home and Light programmes of the .B.B.C. All these features are 
controlled by push buttons, Excellent reproduction of recordings, tele- 
phone conversations, etc., is assured by the 10 inch high fidelity built-in 


speaker. It is quickly installed without extensive wiring, and by discon- 


SS 


+ 


necting two plugs the Agaphone can be removed from the console and used 


ae ot 


anywhere. 
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%* Which is the machine for you—the Agaphone or the Director ? 
Have a demonstration of them both and see which one is tailor- 
made to suit your requirements. There is EVERYTHING to be 
gained from seeing the Agaphone range and NOTHING to lose. 


Write or telephone the distributors : 


M & L. HAYCRAFT LIMITED 


ST. STEPHEN’S HOUSE, WESTMINSTER, LONDON, S.W. 1. 
TELEPHONE ` WHitehall 9618-9. 


ph 2 ; 
e en) 
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.Time-saving tools for the office : Agaphone Dictating Machine. Agaphone Director. Agaphone Transcribe: 
Personal Speaker. 
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T HOS. Wi WARD LIMITED 


Directors: 
President : | | | - ‘Chairman : _ Deputy Chairman : 
ASHLEY S. WARD. | GEO. WOOD, C.B.E. FRANK R. STAGG, 
M.I.Struct.E. 
Managing Directors : 
H. W. SECKER, 0.BE. JOSEPH WALTON. 


ARNOLD CARR. aE H. VERNON. 


JAMES BUSSEY, M.I.Struct.E. STANLEY J. DYAL. 
PHILLIP T. WARD. G. S. WOOD. 
J. S. BRADSHAW. E. G. MORT. 


F. W. ROBINSON. 


Secretary and Registered Office : 


H. BERESFORD, F.C.LS., 
Albion Works, 
Sheffield. 


Bankers : 


NATIONAL PROVINCIAL BANK LIMITED. 
MIDLAND BANK LIMITED. 


Auditors : 


_ JOSHUA WORTLEY & SONS, 
8, Paradise Square, 
Sheffield. 


(2) 


REPORT of the DIRECTORS 


The Directors have pleasure in presenting their Fiftieth Annual Report and Accounts for the year ended 


June 30th, 1953. 


Group Profits before Taxation were 
(including Exceptional Income of £148 77 1) 
Deduct Charge for United Kingdom and Foreign Taxation 


Leaving Group Profits after Taxation .. ai “as 

The amounts dealt with in the Accounts of Subsidiary Canines covering Kiani 
to Reserves, Distributions to Minority Interests, and Profits retained as detailed 
in Page 7 total 


Leaving the Profit for allocation and appropriation in the Accounts of 
Thos. W. Ward Limited of 
An allocation has been made:— 

To Reserve for Replacement of Fixed Assets ... 


Leaving a balance of ... Ge Sai geg 
To which is ddded the balance from last year 


Giving an available balance of 
A Full year’s dividend has been paid on the Pifres SS Employees’ Shares, A 
with an Interim Dividend of 5% less tax on the Ordinary Shares, amounting in total to 72,137 


Less Dividend on Subsidiary’s holding in Parent Company en 406 


Leaving a disposable Balance of ... 


Out of this Balance the Directors propose: 
The payment of a Final Dividend on the Ordinary Shares of 15% less tax, (making 


a total of 20 % less tax for the year to June 30th, 1953) .. oF ous 90,750 
The payment of a Final Dividend of £5/17/6% on Employees’ Shares, Eug 
£10/17/6% for the year to June 30th, 1953—-Tax Free ... oh ec. i 4,391 


Transfer to General Reserve... Séis See bie wi gës Sch Kéis 300,000 


Leaving a Balance to be carried forward of... 


£ 


1,974,210 


1,027,342 ` 


946,868 


356,033 


590,835 


150,000 


440,835 


497,727 


938,562 


71,731 


866,831 


395,141 


471,690 


In addition to the above proposals, the Directors recommend the payment out of Capital Profits of a Bonus 
of 24%, not subject to Income Tax, on the Ordinary and Employees’ Shares to mark the 75th Anniversary of the 
founding of the business and the 50th Annual General Meeting of the Company. This will require a total of £29,369. 


The Plant and Buildings have been maintained out of Revenue and reasonable Depreciation has been written 


off Plant, etc. 
Mr. C. F. Bishop retired from the Board at June 30th, 1953, and does not seek re-election. 


The Members of the Board, retiring by rotation, are Mr. George Wood, Mr. Frank R. Stagg, Mr. E. G. Mort, 


and Mr. F. W. Robinson, who being eligible, offer themselves for re-election. 


The Auditors, Messrs, Joshua Wortley & Sons will be re-appointed pursuant to Section 159 of the Companies’ 


Act, 1948. 


Albion Works, GEO. WOOD, 
Sheffield, 


October 27th, 1953. | CHAIRMAN 


(3) 


REPORT of the AUDITORS to the MEMBERS Berg | 
cae 


of iO) 


dÉ : 
THOS. W. WARD LIMITED i 


We have obtained all the information and explanations which to the best of our 
knowledge and belief were necessary for the purposes of our audit. In our opinion proper 
books of account have been kept by the Company so far as appears from our examination 


_ of those books. 


We have examined the Balance Sheet set out on pages 4 and 5 and the Profit and Loss 
Account set out on page 6 which are in BETEN with the books of account. In our 
opinion and to the best of our information and according to the explanations given us the 
said Accounts, together with the notes set out on pages 10 and 11, give the information 
required by the Companies Act, 1948, in the manner so required and the Balance Sheet gives 
a true and fair view of the state of the Company’s affairs as at 30th June, 1953, and the Profit 


and Loss Account gives a true and fair view of the profit for the year ended on that date. 


We have also examined the Consolidated Profit and Loss Account and Consolidated 
Balance Sheet of the Company and its Subsidiaries dealt with thereby, set out on pages 
7, 8 and 9 respectively, with the audited accounts of those Companies, certain of 
which have not been audited by us. Subject to the foregoing in our opinion such Consolidated 
Profit and Loss Account and Consolidated Balance Sheet, together with the notes set out 
on pages 10 and 11, have been properly prepared in accordance with the provisions of the 
Companies Act, 1948, so as to give a true and fair view, respectively, of the state of affairs 
and of the profit of Thos. W. Ward Limited, and its Subsidiaries dealt with thereby so far 


as concerns members of Thos. W. Ward Limited. 


JOSHUA WORTLEY & SONS, 
Chartered Accountants, 
Auditors. 


Sheffield, 
October 22nd, 1953. 
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£9,128,407 


1952 
£ 

2,196,293 
565,451 

1,400,000 

100,000 

85,000 

497,727 

IT sao 
4,844,471 
353,280 

100,000 

400,000 

$60,000. <= 
289,695 

2,443,730 

606,448 

90,783 

3,140,961 = 


L CAPITAL AUTHORISED AND ISSUED 


UL 


Vv 


VI. 


Authorised 


500,000 5 per cent. First Cumulative Preference 
Shares of £1 each e 


am 000 5 per cent. Second Cümvletivë EE 
Shares of £1 each, free of Tax... ‘3 


100,000 5 per cent. Employees’ Shares, free of Tax... 
1,100,000 Ordinary Shares of £1 each 


£2,200,000 


CAPITAL RESERVE (Note 4) 


REVENUE RESERVES AND SURPLUS 
(a) General Reserve ... sei 
(b) Reserve for Replacement of Fixed Acacia 
(c) Taxation Equalisation Reserve re Initial Allowances ... 
(d) Profit and Loss Account 


FUTURE INCOME TAX DUE Ist JANUARY, 1955 


PROVISIONS 
(a) Benevolent Scheme 
(b) Provision for Contingencies 


SUBSIDIARY COMPANIES 
Amounts owing on Trade Accounts 


CURRENT LIABILITIES 
(a) Trade Creditors 
(b) Taxation 
(c) Proposed Dividends (Net) 


BALANCE SHEE 


Issued and 
fully paid 
£ 


500,000 


500,000 
96,753 


1,100,000 


1,700,000 
250,000 
85,000 


471,690 


400,000 


2,727,892 
411,277 


124,510 





SE 


2,196,753 


536,082 


2,506,690, 
5,239,525 


313,430 


a 


500,000 


293,522 


\ 
3,263,679 


Ne 


£9,610, 13 


L 


zoth JUNE, 
1952 

841,389 

597,915 

27,058 

508 
1,466,870 

1,367,501 

320,271 

1,687,772 ——— 
< 55,485 

1,895,546 

3,001,799 

147,080 

2,500 

250,000 

621,355 

5,918,280 ——~—— 
. £9,128,407 


“LIMITED 





1953 


I. FIXED ASSETS g 
Land and Buildings (Note 1) .. 
Plant and Machinery, Motor Vehicles and Buuipmneaitn ote 1) 
Loose Tools as Valued by the Management ! 
Patents and Trade Marks at Cost, /ess amounts written off... 


U. SUBSIDIARY COMPANIES 


(a) Shares in Subsidiary Companies, at cost, /ess amounts 
written off: 


Companies Consolidated 1,351,706 
Companies not Consolidated 26,595 
(b) Amounts due from Subsidiary Companies— 
Amounts owing on Trading Accounts 87,237 
Debentures, Loans and Dividends 
Receivable 


288,860 


DL TRADE INVESTMENTS 
At cost, less Realisations and Provision 


IV. CURRENT ASSETS 


(a) Stocks on hand, including OPETUS a renak; and 
Work in Progress 


(b) Debtors, Amounts Recoverable RT, Payments in 
0 Advance, less Provisions ; SE Sec 


(c) Investments at cost 


British Government Securities— 
Quoted- 


(Market Value at 30th June, 1953 £134 302) 
Unquoted (Realisable Value £2,500) 
(d) Cash on Short Term Loar 
(ei Balances at Bankers and Cash in Hand .. 


GEO. Woop 


Directors. 
F. R. STAGG 


£ 
867,799 
598,526 
28,977 
508 


1,378,301 


376,097 


1,793,796 


3,898,962 


147,080 
2,500 
250,000 


212,604 


(5) 


1,495,810 


1,754,398 


55,006 


6,304,942 


£9,610,156 


(6) 


THOS. W. WARD LIMITED 


Profit and Loss Account 
YEAR ENDED 30th JUNE, 1953 


Trading Profits .. eae aoe 
Dividends from Subsidiaries ssi sa 
Other Dividends and Interest 
Exceptional Income— 
Profit on Sale of Fixed Assets 
Surplus Taxation gee in Previous 


Deduct: 
Remuneration of Directors— 
F 


ees 

Managerial and Executive 

Less Fees and Remuneration from 
nominated VE paid to the 
Company 


Depreciation on Fixed Assets 
Depreciation of Investments ... 
Provision for Employees’ J geg Bonus 
Audit Fees ES de 


Profit before Taxation 
= Deduct: 
- United Kingdom Taxation 
Profits Tax SS 
Income Tax 
Do. on Dividends from Subsidiaries 


Profits after Taxation ... 
Deduct: 
Provision for Contingencies ... 
Taxation Equalisation Reserve 
Reserve for replacement of Fixed Assets 


Kee Profit for Appropriation .. 
Balance brought forward from Last Year ... 


Deduct 
Dividends Paid during the Year oe) 
First Preference Shares 
Second Preference Shares 
Employees’ Shares 
Ordinary Shares—Interim ‘of 5 per cent, 


Proposed Appropriations 
Final Dividend on Ordinary Shares of 
15% less Tax 
Final Dividend on Employees’ Shares of 
£5/17/6% (net) in accordance Wa 
Participating rights ... a 
Transfer to General Reserve 


Proposed Bonus of 24% from e Profits: 
; 27,500 


Ordinary Shares .. 
Employees’ Shares í, 5869 
£29,369 


Balance as per Balance Sheet 


147,247 


18,938 





2,000 


1953 


128,309 
105,842 


25,000 


72,137 


395,141 





£ 
976,165 
309,265 
35,221 


68,121 


1,388,772 


261,151 


1,127,621 


N 


536,380 


591,241 


150,000 


441,241 


497,727 


| 938,968 


467,278 


471,690 


124,381 


22,195 


1952 


25,000 


100,000 
385,693 


121,627 


200,000 
3 


71,800 


290,783 


£ 


1,075,364 


64,003 
28,031 


32,250 


1,399,648 


216,971 


1,182,677 


607,320 


575,357 


235,000 


340,357 


519,953 


860,310 


362,583 


497,727 


THOS. W. WARD LIMITED and 


SUBSIDIARY COMPANIES 


Consolidated Profit and Loss Account 
YEAR ENDED 30th JUNE, 


Trading Profits after charking Directors’ 
Emoluments et ge 
Dividends and Interest (Gross) | 
Exceptional Income 
Profit on Sale of Fixed Assets 
Reserves not required ` 
Transfer from Taxation Equalisation 
Reserve .. ee Ge 


Deduct : 
Depreciation on Fixed Assets 
Depreciation of Investments ... 
Provision for Benevolent Scheme e S 
Interest on Debentures and Loans (gross) . Gë 
Audit Fees 
Provision for Employees’ Jubilee Bonus 


Profit Before Taxation 
educt : 
United Kingdom Taxation—. 


13,640 
128,390 


6,741 


221,238 


10,000 
1,017 
5,556 


25,000 


1,996,411 
9 


> 


148,771 
2,237,021 


262,811 


1,974,210 


1953 





243,654 


H 


5,000 


o 


2,026,077 
77,521 


35,167 
2,138,765 


256,730 
1,882,035 


41,908 
251,461 


Excess Profits Levy 
Profits Tax... ep 
Income Tax 


Foreign Taxation 


Profits after Taxation ... 
educt : 
Allocations made to Reserves in Subsidiaries 
Accounts .. 
Distributions by Subsidiaries to Minority 
Interests ` ssy 
Profits Retained in Subsidiaries Accounts as 


Profit Available for Allocation and Appro- 
priation in Accounts of Thos.W.Ward Ltd. 
Deduct ` 
Provision for Contingencies ... 
Taxation Equalisation Reserve 
Reserve for Replacement of Fixed Assets 


Palangi A Profit for Appropriation 
Balance brought forward from last year 


Deduc 
Dividends Paid during the Year 
Less Dividend Paid on Subsidiary’ s hold- 
ing in Parent Co. ... 


Dividends Recommended ks 
Transfer to General Reserve ... 


Proposed Bonus of 24% from Capital 
Profits SE Se So £29,369 


Balance as per Balance Sheet E See 





1,023,933 
3,40 
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187,640 
53,325 


115,068 


— 


150,000 


71,731 
95,141 


300,000 


1,027,342 
946,868 


356,033 


590,835 


150,000 
440,835 
497,727 
938,562 


466,872 


771,096 


ah ananassae ie tage 


471,690 


1,064,465 
12,099 


1,076,564 
$05,471 


230,516 
574,955 


235,000 
339,955 
519,953 
859,908 


362,181 


497,727 
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THOS. W. WARD LIMITED 
Consolidated Boa 


1952 
£ £ I. ISSUED SHARE CAPITAL OF THOS. W. WARD LIMITED 
Authorised 
500,000 5 per cent. First Cumulative Preference 
Shares of £1 each... —...... 
500,000 5 per cent. Second Cumulative Preference 
Shares of £1 each, free of tax 
100,000 5 per cent. Employees’ Shares, free of tax ... 
1, 100, 000 Ordinary Shares of £1 each . D 
£2,200,000 
Less Preference Shares SE 7 E 
Company 
eee HW. CAPITAL RESERVES 
(a) Undistributed Profits and Reserves of Subsidiaries at 
date of Acquisition by Holding Company, together 
with Capital Reserves, less proportion attributable 
to Outside Shareholders ‘ 
(b) Premiums on Shares issued by Subsidiary Companies, 
less proportion attributable to Outside ee 
(c) Capital Reserve of Holding Company 


389,896 


35,325 
565,451 
990,672. een 


DL REVENUE RESERVES AND SURPLUS 

(a) General Reserve... 

(b) Reserve for Replacement of Fixed Assets eh 

(©) Taxation Equalisation Reserve re Initial Allowances . 

(d) Reserves and Undistributed Profits, less Losses, of 
Subsidiary Companies, less proportion attributable 
to Outside Shareholders e 

(e) Profit and Loss Account ... 


1,400,000 
100,000 
138,625 


S 673,985 
497,727 
2,810,337 ——— 


5,985,889 


718.891 IV. FUTURE INCOME TAX DUE Ist JANUARY, 1955 


V. DEBENTURES AND LOANS 


31,433 Due to Outside Interests 


VI. OUTSIDE SHAREHOLDERS IN SUBSIDIARY COMPANIES 
(a) Preference Shares ... 
(b) Ordinary Shares including ‘Reserves and Undistributed 
Profits attributable thereto Sis 


VII. PROVISIONS 
138.470 (a) Employees’ Benevolent Scheme ... 
opp (b) Deferred Repairs ... 
400,000 (c) Provision for Contingencies 


336,526 


499,850 
836,376 en 


538,670 


VUI. CURRENT LIABILITIES 
(a) Trade Creditors... 
(b) Due to Subsidiary Companies not ‘Consolidated 
(CH Taxation... ; 
(d) Proposed Dividend (Net)— 
Thos. W. Ward Limited 
Subsidiary Companies—Minority ` 
Shareholders ae 


3,302,857 
393 
1,109,296 
124,510 
35,616 


90,783 
26,804 


117,587 
4,530,133 eeng 


£12,641 ,392 


Issued and 
fully SCH 


500,000 
500,000 


96,753 
1,100,000 


2,196,753 


11,413 


383,899 
35,325 


536,082 


1,700,000 
50,000 
133,573 


911,986 


471,690 


336,526 


577,622 


148,631 


400,000 


3,660,861 
2,658 


908,781: 


160,126 


EEN 


955,306 


3,467,249 


6,607,895 


783,8504. 


21,596 


914,148 


548,631 


K 


Z fi 


4,732,426 


£13,608,546 
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THE CHAIRMAN’S REVIEW 
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for the year to 
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CHAIRMAN’S REVIEW 


to be presented to the Members of Thos. W. Ward Limited 
at the Annual Meeting to be held on Friday, November 20th, 1953 


Before I proceed to my usual review of the past year’s trading results, I would like to 
tell you how pleased I am that this great and unforgettable coronation year of 1953 should also 
mark two notable events in the history of the business and your company, namely, the 75th 
anniversary of the founding of the business by Thomas William Ward in 1878, and the holding 
of the 50th Annual General Meeting of the Company. I feel it is to be a year of three- 
fold celebration. 


You will see that on the pages immediately following this review there are set out 
facsimiles of the Third Balance Sheet in 1906 following the inception of the Company in 1904, 
and of the group Consolidated Balance Sheet in 1953, together with reproductions of the offices 
occupied in the early years in Fitzalan Square, Sheffield and the present day head office at Albion 
Works. We would have liked to reproduce the first Balance Sheet of the Company in 1904 but 
unfortunately a copy was not readily available. We think these afford striking and interesting 
comparisons and fully justify the caption “A Record of Progress.” 


Space does not permit, neither does the occasion call for personal and nostalgic recollec- 
tions of the intervening years, but I together with the President, the Deputy Chairman, and 
other colleagues on the Board have lived intimately with the affairs of your Company throughout 
the past 50 years; we have seen it through times of prosperity and adversity, have experienced 
great worries and great happiness, and at times the results from strenuous endeavours and hard 
work have appeared to follow very slowly indeed. You will, therefore, appreciate how proud 
and honoured I feel to be the Chairman of your Company in this anniversary celebration year 
and to have the pleasant duty of bringing before you such a record of achievement. 


In so doing I would like to pay my tribute to our founder and first Chairman, Thomas 
William Ward who, by his courage and sagacity laid the foundations of the Ward Group of 
Companies in those far off days in 1878, when Disraeli was Prime Minister, Income Tax was 
threepence in the £ and the national annual output of steel was approximately one million tons 
compared with the output of the present day of 18 million tons per annum. 


I would also like to acknowledge the work of Mr. Joseph Ward who succeeded his brother 
and was Chairman until 1941, and particularly my immediate predecessor, Mr. Ashley Ward, 
under whose wise and skilful guidance as Chairman from 1941 to 1950 the group expanded and 
consolidated its position. 


Your Board feel that such a year of three-fold celebration should be marked by a special 
bonus to the members of the Company together with some suitable gift to the employees, and 
I will refer more fully to our proposals in this respect at a later stage in my review. 


GROUP PROFITS 


Last year I drew attention to the similarity of the results with those shown for 1951 and 
I am again pleased to comment on the relative stability of the results for 1953 compared with 
the two preceding years, particularly so as during the year under review there has been a notice- 
able swing in certain directions towards more normal. and competitive market conditions with a 
consequent reduction in profit margins, a factor which I forecast in my review last year. 
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The profits before taxation after crediting exceptional income of £148,771 are £1,974,210, 
comparing with £1,882,035 in 1952 and £1,886,950 in 1951. The charge for United Kingdom 
and Foreign Taxation requires £1,027,342, leaving profits after taxation of £946,868, and after 
adjusting for the amounts already dealt with by Subsidiaries in their own accounts, we are left 
with a net profit available for allocation and appropriation in the accounts of the Parent Com- 
pany of £590,835 compared with £574,953, an increase of £15,880. 


I will deal with the various factors that have influenced the year’s results in my subsequent 
analysis of the trading aspects and experiences during the year. 


Le 


GROUP TURNOVER 


It is no doubt a trite saying that “records are made to be broken,” but it is very gratifying 
to repeat that despite more competitive trading conditions we have achieved the new record 
turnover figure of £33 m., which exceeds the last year’s then record of £29 m. by £4 m. Of this 
total turnover the parent company’s figure of £224 m. shows an increase of £3 m. and the 
combined turnover of subsidiary companies of £104 m. shows an increase of £1 m. compared 
with the previous year. The turnover for the current three months subsequent to the date of 
these accounts is rather less than for the corresponding period last year. 


EMPLOYEES 


You will observe from the Directors’ Report that Mr. C. F. Bishop, who has been with 
the Company for 57 years, of which he has been a member of the Board for 17 years, decided 
for health reasons to retire from the Board at June 30th, 1953, but he is remaining with us in an 
advisory capacity. We all hope he will benefit from the lessening of his duties and that he will 
completely recover in health. 


In each succeeding year it is my pleasure to tender sincere thanks to all employees in our 
group of companies for their good work, and I am especially pleased in this anniversary year 
to congratulate them on the way they have again played their part. I would mention that in 
the Parent Company alone we have 20 employees, including Directors, who have completed 50 
years or more service and 325 employees including Directors with at least 25 years’ service. 
There is an old Chinese proverb which I feel is apposite, to the effect that “if you are planning 
for one year, plant grain; if you are planning for 10 years, plant trees; but if you are planning 
for 100 years, plant men.” The strength of the present day position of your group has been 
largely attained by the policy of attracting and retaining the right type of men and the main- 
tenance and consolidation of this position in the future years depends upon the continuance 
of such a policy. 


TRADING ASPECTS 


As I stated above, the Parent Company’s turnover has again shown a satisfactory increase 
and our principal trading departments with slight exceptions have had a good year, although 
they have felt increasingly the weight of competition and have experienced some contraction in 
profits. Those sections of the business concerned with the collection and supply of Scrap Iron 
and Steel and related raw material have again handled large tonnages. This follows the normal 
anticipated pattern, for over the past 75 years these important sections of the business have been 
carefully developed and expanded so that today they are unrivalled in the vital services they 
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perform in supplying one of the nation’s most important basic industries. For those lacking 
practical acquaintance with an organisation performing such a service, I would mention that the 
recovery and supply of scrap metals, on the vast scale of your company’s operations is a highly 
specialised business, calling for wide expert knowledge both of materials and markets. and of 
consumers’ specialised requirements. It requires a network of branch works and shipbreaking 
yards conveniently sited and adequately equipped with efficient machinery for the stocking, 
handling, processing and manipulation of the various metals. 


As the largest suppliers of Scrap Iron and Steel to the consuming industries we are proud 
of the fact that during the past year we have again played so vital a part in the recovery and > 
supply of substantial quantities. I mentioned a year ago that quantities available were at that 
time considerably below requirements but during the present year supplies have improved 
considerably, whilst pig iron deliveries have also improved so that the steelworks are in the 
happier position of having sufficient raw materials to meet their immediate requirements and 
even to put a little into stock. Normal home supplies of scrap need to be implemented from 
outside sources and shipbreaking has contributed in some measure to this need. As antici- 
pated, the output of new ships from the Shipbuilding Yards has released a number of old and 
obsolete ships for demolition, consequently there has been a fairly regular flow of vessels into 
our shipbreaking yards with the result that this section has had a satisfactory year. 


The strategic value of scrap is such, however, that the steelworks must build up still larger 
reserves so that we cannot relax our drive but must vigorously pursue our efforts for the full 
recovery of this important material. 


I have given precedence in these remarks to the operation of those sections of the business 
concerned with the recovery and supply of scrap metals because steel is so vital to the prosperity 
of this country and in recognition of the fact that it was one of the principal activities on which 
~ the business was originally founded. This does not indicate however that the other sections of 
the business are considered of secondary importance. On the contrary they supply. a large 
proportion of the turnover and we look to them to contribute on a considerable scale to the 
common pool of profit. 


As you will observe from a perusal of the list shown on page 14 these sections supply a 
wide range of goods and services to industry and include sizable manufacturing and engineering 
interests. Although the manufacturing interests of the group are mainly carried on by sub- 
sidiary companies there is an appreciable element of manufacturing directly performed by the 
Parent Company, such as the construction of railway sidings, the fabrication and erection of 
structural steelwork, the production of bolts and nuts and light forgings, machine tools and 
other similar equipment. In our modern and well equipped engineering shops we also under- 


take the reconditioning and repair of all types of heavy and light machinery and plant for 
industrial and contracting purposes. | 


It is paradoxical that the improvement in steel deliveries should have introduced some- - 
what more difficult trading conditions into certain of our engineering sections, but the better 
steel position has generally enabled the back-log of orders in the engineering trade to be reduced 
and delivery dates are now better than at any time since the war; furthermore, some of the 
large capital development schemes of the post war years are nearing completion so that general 
trade is reverting more to normal and business is becoming highly competitive. This evidences 
the return to a more stable economy and should be regarded as beneficial to the general conduct 
of industry. Competition creates lower margins but ultimately expands trade and efficiency. 
The process of transition, however, creates special problems for management and I cannot over 
emphasise the initiative and tenacity shown by all Departmental Controllers in dealing with the 
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changing situation. We can only keep in the forefront of the sphere of business in which we 
are engaged through the medium of an efficient service backed by the full resources of our large 
scale organisation. 


I commented last year on the unsatisfactory position of the Contract as it then stood 
with the Saudi Arabian Government for the building of a road from Jedda to Medina and 
promised that everything would be done to finalise our obligations at the earliest possible 
moment. I am pleased to inform you that negotiations have enabled us to reach a settlement 
with the Saudi Arabian Government. Our obligations, with the exception of matters of a minor 
nature, are therefore at an end, the plant and equipment has been disposed of and the further 
loss incurred since the last financial year has been written off in the accounts under review. 


SUBSIDIARY COMPANIES K 


The combined trading results of our subsidiaries again show an increase of some £125,000 
compared with the previous year. A magnificent achievement. You will see a list of these 
companies on page 15 carrying names which have become synonymous with outstanding work- 
manship, quality and service in the particular spheres in which they are engaged and although 
younger in the time of their association with the Ward group, in certain cases they can claim 
a much longer separate existence than the Par-nt Company, several having passed the 
century mark. 


It is my usual practice to refrain from singling out individuals for commendation for 
the very good reason that it would be impracticable in the short space of this review to bring 
to your notice by name all those directors and officials who so worthily contribute their all out 
efforts, year in and year out towards the success of the group. I feel, however, that I may be 
allowed to relax this practice for once on such a notable occasion in the company’s history 
and J would like to pay tribute to certain of my colleagues who carry between them the res- 
ponsibilities of Chairmanship of several of the major subsidiary companies in addition to their 
responsibilities with the Parent Company. I would mention our Deputy Chairman, Mr. F. R. 
Stagg, under whose guidance the fortunes of several of our largest subsidiaries. have prospered 
so well, and in so doing I would like to congratulate the Ketton Portland Cement Co. Ltd. 
of which he is Chairman, on the celebration of its 25th anniversary. Long may it continue 
to prosper. In addition I would like to acknowledge the leadership of our Joint Managing 
Directors, Mr. Harold W. Secker and Mr. Joseph Walton who so ably fulfil the role of Chairman 
to several other of our important subsidiaries. 


In making such acknowledgments I would like it to be felt that my remarks include all 
those Directors of the parent company who are also engaged on the boards of subsidiary com- 
panies, together with the resident directors and officials of the companies concerned and I 
would like to thank them for the loyalty and whole-hearted GEESS? which they give to their 
respective Chairmen. 


OVERSEAS TRADE 


You will notice from the pages of the report and accounts that we have several 
-subsidiary companies registered in other countries: France, Sweden, Belgium, India and 
Australia, whilst the parent company also has an important overseas trade department. There 
are many difficulties in export business, not least the restrictions on import licences in some 
of the most important markets, but the main difficulty is still a financial one, viz.: the inability 
of many countries to find the necessary currency to pay for the goods required. Owing to its 
financial strength your company is in a stronger position than some others to meet this difficulty 
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but at the same time we find it necessary to act with very great care. Export trade is vital to this 
country and we are exploring all avenues to promote and foster such trade through our group, 
but until a more balanced state of international finance is reached great obstacles will remain. 
I am pleased to record, however, that the French Company had a turnover of approximately 
£1 million which, despite the fact that profit margins are relatively small, can be considered 
very satisfactory. I am also very satisfied with the manner in which we are gradually but firmly 
consolidating our position in the Scandinavian Countries through the efficient organisation of 
the Swedish Company. Our newly-acquired Australian Company has suffered materially from 
the effect of the import and credit restrictions but we consider this recession to be only of a 
relatively temporary nature and as evidence of our confidence in the potentialities of the 
Australian Country in June last we acquired an old-established business of general engineers, 
specialising in Boilers, Tanks, Steam Raising Equipment, etc. This acquisition has been merged 
with our existing Australian Company. 


PENSION SCHEME 


- The first five years following the inception of the Pension Scheme ended on October 
15th, 1953, and the Actuaries will shortly be making their quinquennial revaluation so J think 
it is opportune to give you a short review of its scope and progress. It covers the whole of the 
permanent male staff employees over 21 years of age who contribute on the basis of 5 per cent. 
of salary with a like contribution from the company. The pensionable age is 65, when the 
employee qualifies for a pension for life on retirement with a minimum period of five years, or 
the right to opt for a lesser pension and a Widow’s Annuity. The amount of pension is calculated 
on the number of years pensionable service with a maximum pension of one half the average 
salary during the five years immediately preceding retirement. These benefits are flanked by a 
non-contributory Group Life Insurance Scheme under which dependants of the Members of 
the Pension Scheme receive a lump sum payment if the Member dies before pensionable age. 
The scheme is working remarkably well, the funds have been well invested and the accumulated 
fund at the present time is £600,000. We know that all employees are very PPPreciaane of the 
benefits which it provides and we regard it with justifiable pride. 


BALANCE SHEET POSITION 


From the Consolidated Balance Sheet it will be seen that the ti jal of Share Capital and 
Reserves relating to your company’s interests is £6,607,895, showing e increase of £622,006 

. compared with the position a year ago. The main movements reflected by this cover increases 

in the Excess of Current Assets over Current Liabilities of £694,915 and £69,457 in Fixed Assets; 

against which Future Income Tax shows an increase of £64,959 and Interests of Minority Share- 

holders £77,772. The liquid resources of the group are adequate and show the satisfactory 

position of Current Liabilities being slightly more than doubly covered by Current Assets. 


The Balance Sheet of the Parent Company shows a similar satisfactory position and, 
although Bank Balances show a reduction mainly because of the considerable increase in 
Debtors, the Cash Balances and Short Term Loans totalling £462,604 are ample for require- 


ments. 
TAXATION 


Although some small relief from Income Tax was given in the last budget and the 
unfortunate Excess Profits Levy will terminate on December 31st next, the burden of taxation 
on industry is still far too heavy. By reason of the good standards of profit we had established 
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in 1947 and 1948 we have fortunately escaped the inroads of the Excess Profits Levy, but you 
will see from the Group Accounts that no less a sum than £1,023,933 has had to be provided 
out of profits to meet the demands of Income Tax and Profits Tax. In particular I feel that it 
would be a step in the right direction if wear and tear rates were increased and brought into 
line with the general industrial experience of depreciation. More encouragement should be 
` given to manufacturers to modernise both buildings and equipment and if we are to meet the 
Highly competitive conditions of world trade we will have to have a more enlightened fiscal 
system. 


APPROPRIATION OF PROFITS 


Before dealing with the Profit available as shown earlier in this report, I would like to 
comment on the fact that we have set aside the amount of £25,000 for distribution amongst 
employees to mark the Anniversary Celebrations. This is in addition to the normal bonus 

which employees receive based on the results of the year’s working, but we know that this step 

will fully accord with the wishes of the shareholders. From the Profit available for allocation 
and appropriation of £590,835 we have decided to transfer £150,000 to the Reserve for replace- 
ment of Fixed Assets for, with the ever increasing cost of replacement, we consider this a prudent 
course to follow. This leaves a balance on the year of £440,835 added to which we have the 
balance brought forward from last year of £497,727, giving a total of £938,562. Dividends 
already paid on Preference and Employees’ Shares together with an Interim Dividend of 5 per 
cent. per annum on the Ordinary Shares total £71,731. 


Your Board recommend the payment of a Final Dividend on the Ordinary Shares of 
15 per cent. less tax, making a total of 20 per cent. less tax for the year and, with the participating 
rights on Employees’ Shares this will require £95,141. In addition to mark this special year in 
the Company’s history it is recommended that a bonus of 2} per cent. not subject to Income Tax 
be paid out of Capital Profits. 


We propose a transfer to General Reserve of £300,000 bringing the total of that Reserve 
up to £1,700,000, which will leave the carry forward on Profit and Loss Account of £471,690 
compared with £497,727 brought in. 


A tabular analysis of results is given on page 9 of this review from which it will be 
observed that after meeting all charges, including taxation, the net profit available is only 
equivalent to 24 per cent. of the turnover, or 6d. in the £. Your Board is conscious of the fact 
that the more highly competitive trading conditions which are developing will probably result 
in a reduction of the already small profit margins on which we have been operating, and consider 
that the recommendations made are most likely to promote and consolidate the interests of the 
Shareholders and the future business of the Company. 


FUTURE PROSPECTS 


I cannot forecast that Group Profits will be maintained at the high levels ruling over 
the past three years, indeed the indications from our normal everyday business are that there 
will be some falling away from such exceptional levels, but one can never forecast the oppor- 
tunities for special transactions which may arise and for which your company is so well organised 
and equipped to turn to advantage. 


In general terms a reduction in profits is referred to as a recession but I prefer to regard 
the phase on which we are now entering as a period of adjustment. In my concluding remarks 
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on the previous year I urged the need for a restoration of stability of value to our currency and 
I consider that the steps taken so far by the Government are gradually promoting that stability 
and confidence. The process of adjustment to more normal and healthier trading conditions 
may result in reduced profit margins but I am confident that they will be representative of 
greater value. 


I can say that we face the future with confidence but there is an urgent and increasing 
need for higher productivity if we are to meet the keen competition from other nations, and I 
support the warning given by other industrial leaders that if we are to improve or even maintain 
our standard of living we must make an all out effort for greater production. 


Finally, may I express a personal Hope for the future. The next landmark in the history 
of this business will be the celebration of its centenary in 25 years time. May it then be in an 
‘even stronger position than it is today with its personal ties and traditions unbroken, and pro- 
viding the means of livelihood to many thousands of people under peaceful and prosperous 
conditions. 


GEO. WOOD, 
October 27th, 1953 CHAIRMAN 


TABULAR ANALYSIS OF RESULTS 
OF PARENT COMPANY 


Year to June 30, 1953 


BREAKDOWN OF TRADING RESULTS To nearest dé of 
: £000 Gross Income 
Purchases, including Carriage, etc. ...  ... Di ae 19,351 80-8 
Wages and Salaries... ER goe Se ag .. 2,301 9-6 
Factory, Depot, and Administration Expenses ...  ... 1,053 © 44 
Depreciation... ve ats Si ue 7 106 SC 
United Kingdom Taxation ... a bas Kë a 536 22 
Retained as Reserves ... Get ak Ss Suë Gre 424 . 1-8 
Distributed as Net Dividends... kan D vi vi 167 di 








Total Gross Trading Proceeds and Gross Income from 








Investments ges eg a ve oe wee 23,938 100% 
To nearest 

ANALYSIS PER £ OF GROSS INCOME Penny 

s. d. 

Purchases and Carriage a gës on ger ak 20,2 

Wages and Salaries... T WEE es EN LI 

Factory, Depot, and Administration Expenses... ee ll 
Depreciation 


Í 
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This is a reproduction of the 
Balance Sheet issued two years after 
he incorporation of the Company 
n 1904. The signatures include 


those of Thos. W. Ward, the founder 
of the firm, and two of his brothers. 


mg 





FITZALAN CHAMBERS 





DIRECTORS’ REPORT AND BALANCE SHEET. 





The Directors bave pleasure in presenting theic Report and Balance 
Sheet for the year ended goth June, 1906. 


A general improvement in trade during the svar hag been the meng 
of increasing the turnover by over £250,000. 


The Trading profit for the year is £62,044 o 7d. After charging 
Directors’ Salaries, Interest, and Income Tax, amounting to £7,306 8s. zd. 
there remamsa a balance of £54,737 12s, which, added to the unapprapriated 
balance of £2,005 Los, ad. at gotb Jane, 1905, males £56,743 43. 2d. for 
disposal, 


The Directors propose to deal with this balance a: follows :— 





ZC an d 
Pour Quasterty Praference Dividends (already paid} R272 A GF 
laterim Dividend for Half-year 19 301b December, tgs, at a} 
percent. on Ordinary Shares {already paid} 4503 5 6 
Pay a final Dividend ca Ordinary Shares at ch per centa 
making 10 per cent. for the year to goth June, 1900... 13566 19 p 
Transfer to Reserve Fuad =... tee aun aen Di 2,000 0 a 
£44547 10 © 
Leaving a Halance to carry forward to the current soe of ... 18,395 E4 3 


£yi743 A 2 


A sum of (6,326 has been written off as depreciatian on Properties, 
Plant and Tools, Railway Wagons. Carts, Horses, Office Furniture, &c, 


The Auditors, Messrs. Joshua Wortley & Sons, retire, and ofer them- 


selves for re-election. 
EE 
a 
ee, | nena 


Albion Werks, Shegidd, 
3th Saptemter, 158%. 
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This is a reproduction of the latest 
Consolidated Balance Sheet of the 
Thos. W. Ward group at June 30, 
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THOS, W. WARD LIMITED 


AND SUBSIDIARY COMPANIES 


Consolidated Balance Sheet, at 30t) June, r953 


L JSSUEO SIURE CAPITAL OF THOS, W. WARD LIMITED 
Amtborteed 


900.000 3 per vent Tun Cumuiie Prefereyee 
Shas of CX cach D 
SGO 3 per cent Second Cumdniig Preeren 
Shams of (3 gach, (ee ei tax an 
100,000 $ per cent. Empet’ Shares, frre uf iaa . 
1,100,009 Ondiass, Spans of 4} cach, DÉI ber 


Cie 


Lea Preference Shares wm ky hoa 
Company... 


CAPITAL RESERVES 
fa) Lindistntued profina and Revcrves of Suttidierics ti 
date of Acquitivor by Méi ad Company, topetinr 
with Leg Renes ka proponion aiirbutadle 


ibs Prema an Sara awet by Subsidisry Companies. 
fen proponia SPOT ion atininecbie to Sar: Sharchetcers 
fez Capia Reserve of itokting Logan D 


D. 


IP. kein d RESERVES AND SURPLUS 
Gener! Rewrve ove . 
We Reserse for Replacement of Fined Amen ce 
(cr Tasavon Equality Mescrve re nati Allowances .. 
id} Reserves api LUsckanivcsi Pois, foe Lots of 
ee eh Coenpatio, ki proportion ee 
KE on 


fo nsir Ss 
te} Progr and Los Account . . oa Ges GC" et 


IV. ATURE INCOME TAX OUE In JANUARY, 1983 . 


yY. DEBENTURES AND LOANS 
Due to Gurie joren SN ` . d po 


YE Vielen e SHAREROLDERS EN SURSEHARY COMPANTES 
Prefereswce Size 


ZS Ordmary Cape mecht poeni en Van 
o etttbnabk thereto Se 


Ee Bowo E 

fa + vn 

thy Deicrerg Betein `. Kä e Ke BS 
te} Provisivg for Contin graces ie ane e ine 


Vik. 


VIEL CURRENT LIABILITIES 
ta} Trade Crediten ` ae 
th) Bue to Subsidiary Companies trol Comolidated ig 
o ees pii Se wn pan 
powd Dividend (Neth 
9,783 Thos, W, Want Limited t50 
Lut? Companies Mino 
ANM Shareholders `. ` 


35,66 


` 
E ee 
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2,450,933 


$4,933 
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$43.3% 


3,467,249 
$087,855 
783.436 





TSY 


Ftal 


Séit 


4,732,425 


£13,608,546 
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344346 
A nee 
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428,237 
ARA gen 
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L ¥1TXED ASSETS 
Land and Buildings (Note i) n. 
Puu and Wegen and Cqupmen{Now i 
Looe Fool as satuti ty tho Managtmmn? ... Sat Lage 


fi, GOODWILL, PATENTS AND TRADE MARES 
Al coat, Jess inoun etitien olf 
Add Een of Premiuma over Discounu oe Purchaser 0 of 


Shates in fubwdosy Corgan .. wa 


HL ENVESTMENTS 
Sharer ia Subsidiary Companies not convolidaied ... 
Frade loxesimenis at cosi, irer Realisation: and Pro nion .. 


DV. CURRENT ASSETS 
ts} Stocks on Hand, ixtuding Properties for Retak ami 
Wart m Lrogzcn 
it} Debon, Aanun Recoverabie and Paymasnic ‘hh 
Ads ante Zeite Provost i 


St Due dy Subaid-ary Companies non engine | 


ia) Tevegaent4 st ott — £ 
Dag ., e D ob 299. 
{Market gie Seb ne, £187, 7133 
Unquoted (Realwble Vala £5,360} L6G 


Zei Tax Reserve Certificates... ez ae Ser D 
Vi Cath on Short Term Loan ‘ion aa 
fg) Banot p Bankers end Cash in Hid — ban at 
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ND SUBSIDIARY COMPANIES 


A 
1952 


£ 
1,529,529 
1,271,295 
30,993 
2,831,817 


106,700 


356,386 
463,086 ——__—— 


26,595 
428,217 
454,812 


3,309,759 


4,223,972 
2.692 


204,505 

15,000 

250,000 

l 885,749 
8,851,677 


£12,641,392 


Wet, at 30th June, 1953 


I. FIXED ASSETS 
Land and Buildings (Note 1) . 


Plant and Machinery, MotorVehicles and Equipment(N ote D 


Loose Tools as valued by the Management ... 


DU. GOODWILL, PATENTS AND TRADE MARKS 
At cost, less amounts written off 


Add Excess of Premiums over Discounts on Purchases of 


Shares in Subsidiary Companies 


DL INVESTMENTS 


Shares in Subsidiary Companies not consolidated ... 


Trade Investments at cost, /ess Realisations and Provision .. i 


IN. CURRENT ASSETS 


(a) Stocks on Hand, including Properties for Re-sale and 


Work in Progress 
(b) Debtors, 
Advance less Provisions ech 
(c) Due by Subsidiary Companies not consolidated 
(d) Investments at cost :— 
Quoted .. 1 
(Market Value at 30th June, £187, 713) 
Unquoted SE 
£5,160) 


— 


(Realisable Value `. 
(e) Tax Reserve Certificates 
(f) Cash on Short Term Loan 
(g) Balances at Bankers and Cash in Hand .. 


Amounts Recoverable and Payments in 


£ 
99,806 
5,160 


356,252 


427,901 


(9) 


£ 
1,594,811 
1,274,301 
32,162 
2,901,274 


107,639 
463,891 
26,595 


454,496 


3,398,870 


5,252,533 
3,101 


9,788,885 


£13,608,546 


(10) 
THOS. W. WARD LIMITED 


: Notes on Accounts 
YEAR TO JUNE 30th, 1953 


1. FIXED ASSETS—BASIS OF VALUATION— 


(A) Land and Buildings THOS. W. WARD LIMITED GROUP 
_ Total Provision for Per Balance Total Provision for Per Balance 
Depreciation Sheet Depreciation Sheet 
£ £ £ £ £ 
Net Book Value at 30th 
June, 1948 ... 615,540 58,931 556,609 975,760 95,184 880,576 
Cost ... D H 328,350 17,160 311,190 960,764 246,529 714,235 
943,890 76,091 867,799 1,936,524 341,713 1,594,811 


EE § EE = TN | EE TMAH ` Akten 


(B) Plant and Machinery, 

Equipment, ete. ... 

Net Book Value at 
30th June, 1948... 318,333 146,040 172,293 594,805 265,770 329,035 


Cost ... sie sii 736,070 309,837 426,233 1,860,982 915,716 945,266 


ROR RR TANNIN ER aeeai | ge ANNAN TR RNY! yeaah — a 


FE TIN i Lt ` meter 


2, COMMITMENTS FOR CAPITAL EXPENDITURE (Not Provided in these Accounts) — 


THOS. W. WARD LIMITED ... ge gek ... £105,000 (approx.) 
THOS. W. WARD LIMITED and Subsidiary 
Companies... Se e Ri Sc .. £253,303 (approx.) 


3. CONTINGENT LIABILITIES-— 


THOS. W. WARD LIMITED : pots is a contingent liability on Partly-paid Shares held in a Subsidiary 
ompany. 
There are contingent liabilities in respect of Bank Guarantees given in 
respect of Foreign Subsidiary Companies and Foreign Contracts. 


4. MOVEMENTS ON CAPITAL RESERVE— 


£ £ 
E.P.T. Post War Refund at June 30th, 1952.. ae 58,884 
Surplus on Vesting of Subsidiaries’ Shares in Bo Ge Stel Corporation : S Jur une ' 
30th, 1952 e Se 506,567 
Less Provision for Capital Bonis Ven a i, ake gie ER 29,369 
E 477,198 
Balance at June 30th, 1953... Sis ea Ge Sa ug Ge vas 536,082 


5. PROFIT AND LOSS ACCOUNT 


(a) The charge for United Kingdom Taxation is related to the actual profits covered by these Accounts. 

(s) All Subsidiary Companies’ Accounts included in the Consolidated Profit and Loss Account end on the 
30th June, 1953 

(c) In addition to the Remuneration shown in the Accounts, the Directors have also received and retained 
an aggregate of £2, et on Subsidiary Companies, divisible as to Fees £800, and Managerial and 
Executive Services £2,100 
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THOS. W. WARD LIMITED 
Re SUBSIDIARY COMPANIES 


I—BALANCE OF PROFIT RETAINED AND CARRIED FORWARD IN SUBSIDIARY 
COMPANIES’ ACCOUNTS 











































1953 1952 
Total Minority Minority Parent 
£ £ £ £ £ 
Balance Brought Forward at 30th 
June, 1952 527,486 112,650 414,836 440,015 98,171 341,844 
Balance of Profit from rae 
' dation Account _... 115,068 9,071 105,997 87,471 14,479 72,992 
Balance Carried Forward at Sie 
June, 1953... 642,554 121,721 §20,833 527,486 112,650 414,836 
Due to Parent Company: 
Pre-Acquisition Profits 54,351 54,351 
Revenue ... 466,482 360,485 
£520,833 £414,836 





i.—STATEMENT RELATING TO SUBSIDIARY COMPANIES NOT INCLUDED IN 
CONSOLIDATION STATEMENT IN ACCORDANCE WITH PARA. 21, 8th SCHEDULE 
COMPANIES ACT, 1948 


1.--The following Subsidiaries have not been dealt with in the Consolidation Accounts for the reasons stated: 


Ford City Machinery Sales Inc. EN Se .. Amounts insignificant and Trading operations 
suspended. 

Thos. W. Ward (India) Limited as aes .. Accounts not received in time for Incorporation. 

Milford Haven Dock and Railway Company ... A Statutory Company not subject to the provisions 


of the Companies Act. 
2.—The Net Aggregate Profits, less Losses, of the above Companies, whose Accounts are available are as follows: 


A ` (oi 
Not dealt with in Dealt with in 
Accounts of Accounts of 
Thos. W. ete Ltd. Thos. Woes Ltd. 
G) For the Financial Year ended 30th June, 1953 ... SC ... (Loss) 12 — 
(ii) For Previous Financial Years from date of Acquisition by 
Thos. W. Ward Limited to 30th June, 1952. or . (Profit) 709 2,395 


The Profits or Losses of Foreign Subsidiary Companies have been 
converted on the Basis: 


(A) Rate of Exchange at 30th June, 1953. 
@} Actual Rate when Dividends Received. 
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, Record over ` 
i | 
1—CAPITAL EMPLOYED 
Current Capital Issued Share 
Financial Fixed Assets Assets,! Employed Capital 
Year End l less at at 
to et cee! Current Financial Financial 
June 30th Buildings Interest in Trade Total Liabilities Year End Year End 
and Plant | Subsidiaries | Investments 
£ £ £ £ £ £ £ 
1944 1,065,341 699,816 71,692 1,836,849 854,076 2,690,919 2,170,525 
1945 971,042 794,473 71,810 1,837,325 ` 880,496 2,717,821 2,174,815 
1946 994,630 943,413 71,810 2,009,853 772,675 2,782,528 2,180,992 
| 1947 1,006,498 1,010,278 71,357 2,088,133 1,080,073 3,168,206 2,185,447 
1948 1,208,887 1,114,396 66,417 2,389,700 1,351,300 3,741,000 2,189,682 
1949 1,247,785 1,419,180 66,417 2,733,382 1,217,646 3,951,028 2,193,308 
1950 1,274,820 1,553,220 68,614 2,896,654 1,345,324 4,241,888 2,194,573 
1951 1,278,921 1,399,852 $7,893 2,736,666 2,611,951 5,348,617 rr 2,195,428 
1952 1,466,870 1,518,341 55,485 3,040,696 2,657,055 5,697,751 2,196,293 
1953 1,495,810 1,530,386 55,006 3,081,202 2,971,753 6,052,955 2,196,753 
THOS. W. WARD LIMIT 
Record . over 
I.—CAPITAL EMPLOYED 
Current Capital Capital 
Fixed Assets Assets, Employed {Interest of | Employed 
te i less at Outside | relating to 
Current Financial Share- Thos. W. 
Buildings | Premiums Total Liabilities Year End holders | Ward Ltd. 
and Plant Interest 
£ £ £ £ £ £ 
1949 2,484,655 339,092 363,245 3,186,992 2,437,220 5,624,212 | 844,717 4,779,495 
1950 2,552,968 | 469,360 | 357,555 3,379,883 2,914,960 6,294,843 805,933 5,488,910 
1951 2,505,257 |. 459,215 381,588 3,346,060 4,060,874 | 7,406,934 | 781,693 6,625,241 
1952 2,831,817 463,086 | 454,812 3,749,715 4,330,111 8,079,826 | 836,291 7,243,535 
1953 2,901,274 | 463,891 454,496 3,819,661 8,854,524 | 914,148 7,940,376 


N.B.—CAPITAL EMPLOYED comprises Issued Share Capital, Capital 





5,034,863 
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< LIMITED 









wi 
2944 to 1953 
2 H.—PROFITS 
Trading Profits including Dividends Capital | Total Profits 
Financial | Turnover rn ——— . Profits before Dividends Paid 
Year End | (to nearest) Profits after and Allocations Ge 
to £000 before | Taxation | Taxation Transfers | to Reserves Rate % on 
June 30th Taxation but before from and Amount | Ordinary 
and Allocations | Reserves Provisions Shares 
Allocations 
£ £ £ £ £ £ £ 
1944 7,873,000 | 321,299 | 205,852 115,447 — 115,447 96,013 10 
1945 7,254,000 | 363,192 | 228,495 134,697 71,936 206,633 96,084 10 
1946 8,284,000 | 413,901 | 253,045 `] 160,856 — 160,856 116,326 124 
1947 10,539,000 | 788,525 | 492,566 295,959 39,661 335,620 135,841 15 
1948 12,646,000 | 1,134,038 |! 595,000 539,038 58,369 597,407 136,167 15 
1949 13,880,000 | 895,319 | 503,000 392,319 11,856 404,175 136,473 15 
1950 14,652,000 885,956 | 514,574 371,382 62,138 433,520 136,675 15 
195} 16,943,000 | 1,239,835 | 714,031 525,804 531,357 | 1,057,161 164,367 20 
1952 19,646,000 | 1,150,427 | 607,320 543,107 32,250 575,357 162,583 20 
1953 | 22,539,000 | 1,059,500 | 536,380 | 523,120 68,121 | 591,241 SE e 
i (Capital Bonus) 
A . 
GROUP OF COMPANIES 
3 Ris y 
"949 to 1953 
IL—PROFITS 
Trading Profits including Dividends Total Profits 
Financial Turnover chen Capital before 
\ Year End (to nearest) | Profits before Profits after Profits and Allocations 
to, £000 Taxation and Taxation Taxation but Transfers to Reserves 
June 30th Allocations before from Reserves and 
Allocations Provisions 
£ £ £ £ £ £ 
1949 21,925,000 1,470,766 824,575 . 646,191 18,223 664,414 
1950 23,885,000 1,492,661 822,641 670,020 85,668 755,688 
1951 26,624,000 1,853,565 1,092,866 760,699 539,952 1,300,651 
1952 29,077,000 1,846,868 1,076,564 770,304 35,167 805,471 
1953 33,227,000 1,825,439 1,027,342 798,097 148,771 946,868 


¿serves and Surplus, Amounts set aside for Future Income Tax, and Provisions. 
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THE WARD GROUP 


THOS. W. WARD LIMITED, ALBION WORKS, SHEFFIELD. 


Offices and Works at : London, Birmingham, Bristol, Glasgow, Liverpool, Manchester, Middlesbrough, Barrow- 
in-Furness, Briton Ferry, Grays, Inverkeithing, "Milford Haven, Preston, South Bank. 


Quarries at ` Clynnog, De Lank, Llanfynydd, Mansfield, Hyde, Trefriw. 
Wagon Repairing Depots at : Beighton, Carlisle, Killamarsh, Langloan, Madeley, Murton, Newport, South Leith. 
Scrap Iron and Steel and Non Ferrous Metals. 
Works Dismantling. 
Ships Dismantling. 
Pig Irons, Coke and Foundry Materials 
Iron and Steel Stockholders. 
Portland Cement, Granite, Freestone. 
Factory Planning and Plant Installation. 
Structural Steelwork. 
Rails and Accessories. 
Railway Siding Construction. 
Road Materials, dry and coated. - 
Road Construction. 
Bolts and Nuts and Light Forgings, Hot Galvanizing. 
Wagon Building and Repairing. 
Contractors’ Plant and Equipment. 
Locomotives, Tractors, Cranes, Excavators. 
Dumpers, Road Rollers. 
Power Plant, Boilers and Engines. 
Industrial and Chemical Plant. 
Machine Tools, Engineers Small Tools. 
Woodworking and Sheet Metal Working Machinery. 
Electrical Equipment. 
Food Preparation Machinery. 


SOCIÉTÉ D’'ENTREPRISES ET D’OPERATIONS INDUSTRIELLES ET MARITIMES, Paris. 
Covering the Group interests in France. 


THOS. W. WARD (AUSTRALIA) PTY. LIMITED, Sydney. 
Covering the Group interests in Australia. 


THOS. W. WARD (BELGIUM) S.A., Antwerp. 
Covering the Group interests in Belgium, Holland and Luxemburg. 


THOS. W. WARD (SCANDINAVIA) A/B, Stockholm. 
Covering the Group interests in Norway, Sweden and Finland, 


THOS. W. WARD (INDIA) LIMITED, Bombay. 
Covering the Group interests in India. 
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THE WARD GROUP 





DARLINGTON RAILWAY PLANT AND FOUNDRY CO. LIMITED, Darlington. 


Switches and Crossings for Main Line and Sidings in all Sections and Gauges. Makers of Chairs, Fishplates, 
Buffer-stops, etc. Castings of all kinds for every industry. 


DEIGHTON MOTOR CO. LIMITED, Old Hall Road, Sheffield. 
Automobile Engineers and distributors of cars and commercial vehicles, 


DICKS ASBESTOS AND INSULATING CO. LIMITED, Silvertown, London. 
Insulation Contractors and manufacturers of Asbestos Products. 


DRYBROOK QUARRIES LIMITED, Drybrook, Glos. 
Tarred and bituminous limestone for road construction and surfacing. 


THE KETTON PORTLAND CEMENT CO. LIMITED—-Works and Quarries at Ketton, near Stamford. 


““Ketco” Portland Cement, “Kettocrete” Rapid Hardening cement—“‘Ketco Water Repellant” and “Ketton Winter 
Cements.” The Company also quarries Ketton Freestone, a building Limestone of excellent qualities, used in 
many Historic Buildings and Colleges. 


LOW MOOR BEST YORKSHIRE IRON LIMITED, Low Moor, near Bradford. os 


Rolled Bars, Hammered Bars and Plates in the world-famous “Low Moor” Puddled Wrought Iron, renowned for 
its ductility and immunity from fatigue. 


MIDLAND IRON CO. LIMITED, Rotherham. 


Wrought Iron and Re-rollers of steel in flats, rounds, hexagons, angles, half-rounds and other special sections. 
Also Hoops and Strips and Coopers Splayed Hoops. d 


NORTH LONSDALE TAR MACADAM LIMITED, Albion Works, Sheffield. 
Road Construction to all specifications. 


PENGWERN AND GWYDYR QUARRIES LIMITED, Gwydyr Quarries, Llanrwst. 
Granite, broken and chippings, for various purposes. Tarred and Bituminous Granite. 


SHAP GRANITE CO. LIMITED, Shap, Westmorland. 


Engineering, Architectural and Monumental Granite, Coated and Dry Granite for Road Construction, Pre-cast 
Concrete Products. Concrete Spun Pipes for water and sewage purposes. 


JOHN SMITH (KEIGHLEY) LIMITED, Keighley, Yorks. 
Overhead and Derrick Cranes, hand and electrically operated ; and stone working machinery. 


THOMAS SMITH AND SONS (RODLEY) LIMITED, Rodley, near Leeds. l 
Steam, Electric and Diesel Loco type Cranes, Overhead and Level Luffing Cranes and Universal Excavators. 


THOS, W. WARD (COAL) LONGBOTTOM LIMITED, Harvest Lane, Sheffield. 
` Specialists in the supply of Industrial and Domestic Coal, Coke, and other fuels. 


WIDNES FOUNDRY AND ENGINEERING CO, LIMITED, Widnes, Lancs. 


Specialised Castings for the Chemical Industries, in ordinary and special irons up to 25 tons. Also Fabricators 
of Mild and Stainless Steels, with special facilities for the construction of Cylindrical Tanks and Vessels, for the 
Gas, Oil, Food and Allied Industries. 


JOHN WILLIAMS (WISHAW) LIMITED, Wishaw, Lanarkshire. 
Mild Steel Plates and Sheets, Iron Castings, Cut Steel Nails, Wire Nails, Staples, Washers, Rivets and Wire. 


Printed by `" 
Loxley Brothers Limited 
Sheffield and London 


